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INDEPENDENT AUDITORS’ REPORT

To the Shareholders, Supervisory Board and Management Board of “Expresshank” Open Joint-Stock
Company:

Opinion

We have audited the financial statements of "Expressbank” Open Joint-Stock Company (the “Bank”), which
comprise the statement of financial position as at Decemher 31, 2025 and the statement of profit or loss and
other comprehensive income, the statement of changes in equity and the statement of cash flows for the year
ihen ended and notes to the financial statements, including a summary of material accounting policy
information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Bank as at December 31, 2025, and its financial performance and its cash flows for the year
then ended in accordance with IFRS Accounting Standards as issued by the International Accounting
Standards Board {IFRS Accounting Standards).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditors’ Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the Bank in accordance with the Intemational Ethics
Standards Board for Accountants' Code of Ethics for Professional Accountants (IESBA Code), and we have
fulfilled our other ethical responsibilities in accordance with these requirements and the |[ESBA Code, We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Key Audit Matters

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

The key audit matter

Allowance for expected credit losses on loans and advances to customers

Loans and advances to customers represent 80% of total assets as at Dacember 31, 2025 and are stated

net of allowance for expected credif losses ("ECL"} that are estimated on a regular basis and are sensitive to
the assumptions used.
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The estimation of expected credit losses requires management to apply significant judgments and estimation
{echnigues to determine the probability of default (PD), projected exposure at default (EAD) and loss given
default {LGD), considering observed historical data, current economic situation and available forward-looking
information.

Credit loss allowance for loans and advances to customers is a key audit matter due to the significance of
the balances to the Bank's financial position, and the complexity and judgement related to the estimation of
ECL under IFRS 9 “Financial Instruments”.

Note 3 “Material Accounting Policy Information”, Note 4 "Crifical Accounting Estimates and Judgements in
Applying Accounting Policies”, Note 11 “Loans and Advances fo Customers” and Note 30 "Risk Management”
to the financial statements provide detailed information on the allowance.

How was the matter addressed in our audit?

We engaged our experts in financial risk management to analyze the key aspects of the Bank's methodology
and policies related to ECL estimate for compliance with the requirements of IFRS 9 “Financial Instruments".

To analyze the adequacy of professional judgement and assumptions made by management in refation to
allowance for ECL estimate we performed the following procedures:

For loans and advances fo customers, we tested the correctress of data inputs for PD, LGD and EAD
calculation, timely reflection of delinquency events and loan repayments in the underlying systems and
allocation of loans into the appropriate stages. We reconciled the input data with supporting documents cn a
sample basis.

We also assessed whether the disclosures of the financial statements appropriately reflect the Bank’s
exposure to credif risk.

Other Matter

The financial statements of the Bank for the year ended December 31, 2024 were audited by another auditor
who expressed an unqualified opinion on those financial statements on May 30, 2025.

As a part of the audit of the financial statements for the year ended December 31, 2025, we also audited the
adjustments described in Note 7 that were applied to the financial statements for the year ended
December 31, 2024, We were not engagad {o audit the financial statements of the Bank for the year ended
December 31, 2024, other than with respect to the adjustments, if any. Accordingly, we do not express an
opinion or any other form of assurance on those financial statements taken as a whole,

Responsibilities of Management and Those Charged with Governance for the Financial Statemenis

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with [FRS Accounting Standards, and for such internal control as management determines is necessary o
enable the preparation of financial statements that are free from matenal misstatement, whether due fo fraud
or eITar.

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

Those charged with govermance are responsible for overseeing the Bank's financial reporling process.


















“EXPRESSBANK” OPEN JOINT-STOCK COMPANY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED PECEMBER 31, 2025
{in thousands of AZN, unfess otherwise indicataed)}

1. BACKGROUND
Bank and its principal activity

“Expressbank” Open Joint-Stock Company (the “Bank”) was formed on June 21, 1992 as
“Azemagliyyatbank” Commercial Bank operating under the laws of the Republic of Azerbaijjan. On March 11,
2005 the legal structure of the Bank was changed to Open Jeint-Stock Company. The Bank changed its
name from Open Joint-Stock Commercial Bank “Azernagliyyatbank™ to “Expressbank” Open Joint-Stock
Company on March 5, 2010. The Bank operates under banking license number 119 issued by the Central
Bank of the Republic of Azerbaijan {the “CBAR") on December 30, 1992.

The Bank accepts deposits from the public and extends credit, fransfers payments in Azerbaijan and abroad,
exchanges cuirencies and provides other banking services to its commercial and retail customers. Its head
office is in Baku, and it has 16 branches (December 31, 2024: 16 branches) in Baku and other cities in
Azerbaijan. The Bank's registered legal address is 134C Y.V. Chamanzaminli 8t, Baku, AZ1052, the
Republic of Azerbaijan.

Starting from August 7, 2007, the Bank is a member of the deposit insurance system. The system operates
under the Law on Deposit Insurance and other regulations and is govemed by the Azerbaijan Deposit
Insurance Fund.

The Bank is officially listed on the standard market effective from January 7, 2020.

As at December 31, 2025 and 2024 the following shareholders owned the outstanding shares of the Bank:

Shareholders 2025 (%) 2024 (%)
“AZENCO Group” LLC 48.78 48.78
"Energosarvis” LLC 30.85 30.85
Mr. Hafiz Sayidov 12,89 18.69
*Azerbaijan Land Transport Agency” PLE 0.38 0.38
Total 100.00 100.00

As at December 31, 2025 and 2024 no individual sharehoider exerts control over the Bank,
Operating environment of the Bank

The Bank's operaticns are conducted in the Republic of Azerbaijan. The Bank is exposed to the economic
and financial markets of Azerbaijan, which display characteristics of an emerging market The legal, tax, and
regulatory frameworks continue to develop but are subject to varying interpretations and frequent changes,
which, together with other legal and fiscal impediments, confribute to the challenges faced by entities
operating in Azerbaijan.

The global econcmy continued to adjust during 2025 following earlier disruptions to supply chains,
geopalitica! tensions related to the conflict between the Russian Federation and Ukraine and changes in
giobal demand pattems. {nflationary pressures moderated compared to prior years, aithough commodity
prices remained sensitive to geopolitical developments and shifts in global trade flows.

During 2025, the Azerbaijani economy continued to demonstrate overail macroeconomic stability, supported
by government-fed economic reforms, a stable exchange rate regime, and adequate foreign exchange
reserves.

According to preliminary data, Azerbaijan’s GDP in 2025 amounted to AZN 129.1 billion (USD 75.9 billion},
representing a 1.4% increase compared to 2024. Value added in the oil and gas sector decreased by 1.6%,
while value added in the non-oil sector increased by 2.7%.

During 2025, Azerbaijan's foreign frade turnover amounted to USD 48.9 bilfion. Exports of geods accounted
for USD 24.5 billicn, while imports of goods accounted for USD 24.38 billion, resuiting in a positive trade
balance of USD 0.12 billion.
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“EXPRESSBANK” OPEN JOINT-STOCK COMPANY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2025 (Continued)
{in thousands of AZN, unless otherwise indicated)

According to the Central Bank of the Republic of Azerbaifan (CBAR), the consumer price index (CP) for the
period January-December 2025 was 105.6% compared tc the same peried of the previous year. The CBAR
continued its efforts to manage monetary conditions and maintain the stability of the Azerbaijani manat. The
policy rate was adjusted in response to global inflation trends with the refinancing rate set at 6.75% as at
December 31, 2025 (December 31, 2024: 7.25%).

As at December 31, 2025, Azerbaijan's strategic foreign exchange reserves amounted to approximately
USD 83.5 billion, compared to USD 71 billion at December 31, 2024, reflecting a significant increase that
supported the stability of the Azerbaijani manat and overall macroeconomic resilience.

By the end of December 2025, the number of active plastic cards increased to a historic high of 21,980
thousand compared to 19,899 thousand in 2024.

Fitch Ratings affirmed Azerbaijan’s long-term foreign-currency credit rating at ‘BBB-' with a Stable Outlook
in 2025, reflecting strong fiscal performance, robust external balances, and substantiai sovereign assets.

The future economic growth of the Republic of Azerbaijan is largely dependent upon the effectiveness of
economic, financial, and monetary measures undertaken by the Government, together with fax, legal,
regulatory, and political developments, Management is unable to predict all developments in the economic
environment that could impact the Bank's operaticns and, consequently, cannot determine what effect, if any,
they could have on the financial position of the Bank.

2. BASIS OF PREPARATION
Statement of compliance

These financial statements have been prepared in accordance with [FRS Accounting Standards as issued
by the Intemational Accounting Standards Board (IFRS Accounting Standards). These financial statements
are prepared under the historical cost convention except for the vehicles which are at fair value and revalued
from time fo time, and foreclosed property which are stated at the lower of the carrying amount and fair value
less the costs to sell. The principal accounting policies applied in the preparation of these financial statements
are set out below. These policies have been consistently applied to all the periods presented, uniess
otherwise stated.

Functional and presentation currency

The functional currency of the Bank is Azerbaijani manat (“AZN") as being the national currency of the
Republic of Azerbaijan, it reflects the economic substance of the majorily of underlying events and
circumstances relevant to them.

At December 31, 2025, the principal rate of exchange used for transiating foreign currency balances was
USD 1 = AZN 1.7000 and EUR 1 = AZN 2.0022 (December 31, 2024: USD 1 = AZN 1.7000 and EUR 1 =
AZN 1.7724).

The AZN is also the presentation currency for the purposes of these financial statements.

Financial infermation presented in AZN is rounded to the nearest thousand, unless otherwise stated.

3. MATERIAL ACCOUNTING POLICY INFORMATION

Financial instruments - key measurement terms. Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction between market participants at the measurement
date. The best evidence of fair value is price in an active market. An aclive market is cne in which transactions
for the asset or liability take place with sufficient frequency and volume te provide pricing information on an
ongoing basis. Fair value of financial instruments traded in an active market is measured as the product of
the quoted prica for the individuai asset or lizbility and the quantity held by the entily. This is the case even
if a market's normal daily trading volume is not sufficient to absorb the quantity held and placing orders to
sell the position in a single transaction might affect the quoted price.
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“EXPRESSBANK” OPEN JOINT-STOCK COMPANY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2025 (Continued)

{in thousands of AZN, unless otherwise indicated)

Valuation techniques such as discounted cash flow models or models based on recent arm's length
transactions or consideration of financial data of the investees, are used to measure fair vaiue of certain
financial instruments for which external market pricing information is not available. Fair value measurements
are analysed by level in the fair value hierarchy as foliows: (i} level one are measurements at qucted prices
(unadjusted) in active markets for identical assets or liabilities, (ii) level two measurements are valuations
technigues with all material inputs observable for the asset or liability, either directly (that is, as prices) or
indirectly (that is, derived from prices), and (iii) level three measurements are valuations not based on sclely
observable market data (that is, the measurement requires significant unobservable inputs). Recurring fair
value measurements are those that the accounting standards require or permit in the statement of financial
position at the end of each reporting period. Refer to Note 30.

Transaction costs are incremental costs that are directly atiributable to the acquisition, issue or disposal of a
financial instrument. An incremental cost is one that would not have been incurred if the transaction had not
taken place. Transaction costs include fees and commissions paid te agents {including employees acting as
selling agents), advisors, brokers and dealers, levies by regulatory agencies and securities exchanges, and
transfer taxes and duties. Transaction costs do not include debt premiums or discounts, financing costs or
internal administrative or holding costs.

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

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

The effective interest rate discounts cash flows of variable interest instruments to the next interest repricing
date, except for the premium or discount, which reflects the credit spread over the floating rate specified in
the instrument, or other variabies that are not reset to market rates.

Such premiums or discounts are amortized over the whole expected life of the instrument. The present vajue
calculation includes ali fees paid or received between parties to the contract that are an integral part of the
effective interest rate.

Financial instruments - Initial recognition. The classification of financial instruments at initiaf recognition
depends on their contractual terms and the business model for managing the instruments. Financial
instruments are initially measured a their fair value and, except in the case of financial assets and financial
liabilities recorded at fair value through profit or loss ("FVTPL"), transaction costs are added to, or subtracted
from, this amount. A gain or loss cn initial recognition is only recorded if there is a difference between fair
value and transaction price which can be evidenced by other observable current market transactions in the
same instrument or by a valuation technigue whose inputs include only data from observable markets.

After the initial recognition, an ECL allowance is recognized for financial assets measured at AC and
investments in debt instruments measured at fair value through other comprehensive income (“FVOCI™),
resulting in an immediate accounting loss.

All purchases and sales of financial assets that require delivery within the time frame established by
regulation or market convention (“regular way" purchases and sales) are recorded at trade date, which is the
date on which the Bank commits to deliver a financial asset. All other purchases are recognized when the
entity becomes a party to the contractual provisions of the instrument.

10



“EXPRESSBANK” OPEN JOINT-STOCK COMPANY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2025 (Continued)
(in thousands of AZN, unless otherwise indicaled)

Financial assets ~ classification and subsequent measurement — measurement categories. The Bank
classifies financial assets in the following measurement categories: FVTPL, FVOCI and AC. The
classification and subsequent measurement of debt financial assets depends on: {i) the Bank’s business
model for managing the related assets portfolio and (ji) the cash flow characteristics of the asset.

Financial assefs — classification and subsequent measurement- business model, The business model
reflects how the Bank manages the assets in order to generate cash flows — whether the Bank’s objective is:
(i) solely to collect the contractual cash flows from the assets ("hold to collect contractual cash flows”,) or (i)
to collect both the contractual cash flows and the cash flows arising from the sale of assets (*hold to collect
contractual cash flows and sell") or, if neither of (i) and (f) is applicable, the financial assets are classified as
part of "other” business model and measured at FVTPL.

Business model! is determined for a group of assets {on a portfolio level) based on all relevant evidence about
the activities that the Bank undertakes to achieve the objective set out for the portfolio available at the date of
the assessment. Factors considered by the Bank in determining the business model include the purpose and
composition of a portfolio, past experience on how the cash flows for the respective assets were collected, how
risks are assessed and managed and how the assets’ performance is assessed. Refer to Note 4 for critical
judgements appiied by the Bank in determining the business models for its financial assets.

Financial assets - classification and subsequent measurement— cash flow characteristics. Where the
business model is to hold assats to collect contractual cash flows or to hold contractual cash flows and sell,
the Bank assesses whether the cash flows represent solely payments of principal and interest ("SPPI”).

Where the confractual terms introduce exposure to risk or volatility that is inconsistent with a basic lending
arrangement, the financial asset is classified and measured at FVTPL. The 5PP] assessment is performed
on initial recognition of an asset and it is not subsequently reassessed. Refer to Note 4 for critical judgements
applied by the Bank in performing the SPP test for its financial assets.

Financial assets — reclassification. Financial instruments are reclasgified only when the business model
for managing the portfolio as a whole changes. The reclassification has a prospective effect and takes place
from the beginning of the first reporting period that follows after the change in the business model. The Bank
did not change its business model during the current and comparative period and did not make any
reclassifications.

Financial assets impairment — credit loss allowance for ECL. The Bank assesses, on a forward-looking
basis, the ECL for debt instruments measured at AC and FVOCI and fer the exposures arising from loan
commitments and financial guarantee contracts. The Bank measures ECL and recognizes credit loss
allowance at each reporting date. The measurement of ECL reflects: (i) an unbiased and probability weighted
amount that is determined by evaluating a range of possible outcomes, (i} time value of money and (iii) all
reasonable and supportable information that is available without undue cost and effort at the end of each
reporting period about past events, current conditions and forecasts of future conditions.

Debi instruments measured at AC are presented in the statement of financial position net of the allowance
for ECL. For loan cammitments and financial guarantees, a separate provision for ECL is recognized as a
liability in the statement of financial position.

The Bank applies a three-stage model for impairment, based on changes in credit quality since initiai recognition.
A financial instrument that is not credit-impaired on initial recogniticn is classified in Stage 1. Financial assets in
Stage 1 have their ECL measured at an amount equal to the portion of lifetime ECL that resuits from default events
possible within the next 12 months or until contractual maturity, if shorter {*12-month ECL").

if the Bank identifies a significant increase in credit risk (“SICR”) since initial recognition, the asset is
transferred to Stage 2 and its ECL is measured based on ECL on a lifetime basis, that is, up until contractual
maturity but considering expected prepayments, if any (‘Lifetime ECL"). Refer to Note 30 for a description of
how the Bank determines when a SICR has occurred. if the Bank determines that a financial asset is credit-
impaired, the asset is transferred to Stage 3 and its ECL is measured as a Lifetime ECL. The Bank'’s definition
of credit-impaired assets and definition of default are explained in Note 30. Note 30 provides information
about inputs, assumptions and estimation techniques used in measuring ECL, including an explanation of
how the Bank incorporates forward-lcoking information in the ECL models.
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“EXPRESSBANK” OPEN JOINT-STOCK COMPANY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2025 (Continued)
(in thousands of AZN, unless otherwise indicated)

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

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

Financial assets — derecognition. The Bank derecognizes financial assets when (a) the assets are
redeemed or the rights to cash flows from the assets otherwise expired or (b} the Bank has transferred the
rights to the cash flows from the financial assets or entered into a qualifying pass-through arrangement while
(i) also transferring substantially all risks and rewards of ownership of the assets or (i} neither fransferring
nor retaining substantially all risks and rewards of ownership, but not retaining control. Control is retained i
the counterparty dees not have the practical ability to sell the asset in its entirety to an unrelated third party
without needing to impose restrictions on the sale.

Financial assets — modification. The Bank sometimes renegofiates or otherwise modifies the contractual
terms of the financial assets. The Bank assesses whether the modification of contractual cash flows is
substantial considering, ameng other, the following factors: any new contractual terms that substantially affect
the risk profile of the asset (e.g., profit share or equity-based return}, significant change in interest rate, change
in the currency denomination, new collateral or credit enhancement that significantly affects the credit risk
associated with the asset or a significant extension of a loan when the borrower is not in financial difficulties.

If the modified terms are substantially different, the rights to cash flows from the original asset expire and the
Bank derecognizes the original financial asset and recognizes a new asset at its fair value. The date of
renegotiation is considered to be the date of initial recognition for subsequent impairment calculation
purposes, including determining whether a SICR has occurred. The Bank also assesses whether the new
loan or debt instrument meets the SPPI criterion. Any difference between the carrying amount of the original
asset derecognized and fair value of the new substantially modified asset is recognized in prefit or loss,
unless the substance of the difference is attributed to a capital fransaction with owners.

In a situation where the renegotiation was driven by financial difficulties of the counterparty and inability to
make the originally agreed payments, the Bank compares the original and revised expected cash flows to
assess whether the risks and rewards of the asset are substantially different as a result of the contractual
modification. If the risks and rewards do not change, the modified asset is not substantially different from the
original asset and the modification does not result in derecognition. The Bank recalculates the gross carrying
amount by discounting the modified contractual cash flows by the original effective interest rate and
recognizes a modification gain or loss in profit or loss.

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

The accounting treatment of such resiructuring is as follows:

. If the currency of the loan has been changed the old loan is derecognized and the new loan is
recognized;

. If the loan restructuring is not caused by the financial difficulties of the borrower, the loan is no fonger
considered past due once the terms have been renegotiated.

. If the loan restructuring is due to the financial difficulties of the borrower and the foan is impaired after

restructuring, the Bank recognizes the difference between the present values of the new cash flows
discounted using the original effective interest rate and the carrying amount before restructuring in the
provision charges for the period. In case loan is not impaired after restructuring the Bank recalculates
the effective interest rate.
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“EXPRESSBANK” OPEN JOINT-STOCK COMPANY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2025 (Continued)
(in thousands of AZN, unless otherwise indicated)

Management continuously reviews renegotiated loans to ensure that all criteria are met and that future
payments are likely to occur. The loans continue to be subject to an individual or collective impairment
assessment, calculated using the loan’s original or current effective interest rate.

Financial labilities — measurement categories. Financial liabiliies are classified as subsequently
measured at AC, except for financial guarantee contracts and lean commitments.

Financial liabilities — derecognition. Financial liabilities are derecognized when they are extinguished (i.e.,
when the obligafion specified in the contract is discharged, cancelled or expires).

An exchange between the Bank and its original lenders of debt instruments with substantially different terms,
as well as substantial madifications of the terms and conditions of existing financial liabilities, are accounted
for as an extinguishment of the original financial liability and the recognition of a new financial liability. The
terms are substantially different if the discounted present value of the cash flows under the new terms,
including any fees paid net of any fees received and discounted using the original effective interest rate, is
at least 10% different from the discounted present value of the remaining cash flows of the original financial
liability. In addition, other qualitative factors, such as the currency that the instrument is denominated in,
changes in the type of interest rate, new conversion features attached to the instrument and change in loan
covenants are aiso considered. If an exchange of debt instruments or modification of tarms is accounted for
as an extinguishment, any costs or fees incurred are recognized ae part of the gain or loss on the
extinguishment. If the exchange or madification is not accounted for as an extinguishment, any costs or fees
incurred adjust the carrying amount of the liability and are amortized over the remaining term of the modified
liability.

Medifications of liabilities that do not result in extinguishment are accounted for as a change in estimate using
a cumulative catch-up methed, with any gain or loss recognized in profit or loss, unless the economic
substance of the difference in carrying values is attributed to a capital fransaction with owners.

Cash and cash equivalents. Cash and cash equivalents are short-term items which are readily convertible
to known amounts of cash and which are subject to an insignificant risk of changes in value. Cash and cash
equivalents include cash on hand, amounts due from the CBAR, excluding mandatory reserves of CBAR,
and unrestricted balances on correspondent accounts including overnight deposits and deposits with original
maturities of less than three months. Restricted funds are excluded from cash and cash equivalents, both in
the statement of financial position and for the purposes of the statement of cash flows. Cash and cash
equivalents are carried at AC because: (j) they are held for collection of contractual cash flows and those
cash flows represent SPPI, and (ii) they are not designated at FVTPL.

Amounts due from financial institutions. Amounts due from financial institutions are restricted funds and
placements with other banks and financial institutions with original maturities of more than three months.
Amounts due from financial institutions are carried at AC when: (i) they are held for the purposes of collecting
contractual cash flows and those cash flows represent SPPI, and (i) they are not designated at FVTPL.

investment securities. Based on the business model and the cash flow characteristics, the Bank classifies
investment securities as carried at AC, FVOC!| or FVTPL. Investment securities are carried at AC if they are
held for collection of contractual cash flows and where those cash flows represent SPPI, and if they are not
voluntarily designiated at FVTPL in order fo significantly reduce an accounting mismatch.

Investment securities are carried at FVOC! if they are held for collection of confractual cash flows and for
selling, where those cash flows represent SPPI, and if they are not designated at FVTPL. Interest income
from these asseis is calculated using the effective interest method and recegnized in profit or loss. An
impairment allowance estimated using the expected credit loss model is recognized in profit or loss for the
year, All other changes in the carrying value are recognized in OCL When the investment security is
derecognized, the cumulative gain or loss previously recognized in OCI is reclassified from OCl to profit or
loss.

Investment securities are camied at FVTPL if they do not meet the criteria for AC or FVOCI. The Bank may
also irrevocably designate investment securities at FVTPL on initial recognition if applying this option
significantly reduces an accounting mismatch between financial assets and liabilities being recognized or
measured on different accounting bases.
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“EXPRESSBANK” OPEN JOINT-STOCK COMPANY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2025 (Continued)
(in thousands of AZN, unless otherwise indicaled)

Loans and advances to customers. Loans and advances to customers are recorded when the Bank
advances money to purchase or originate a loan due from a customer. Based on the business model and
the cash flow characteristics, the Bank classifies loans and advances to customers into one of the following
measurement categaries: (i) AC: loans that are held for collection of contractual cash flows and those cash
flows represent SPPI and loans that are not voluntarily designated at FVTPL, and (i) FVTPL: loans that do
not meet the SPPI test or other criteria for AC or FVOC| are measured at FVTPL.

Impairment allowances are determined based on the forward-looking ECL models. Note 30 provides
information about inputs, assumptions and estimation techniques used in measuring ECL, including an
explanation of how the Bank incorporates forward-looking information in the ECL models.

L oan commitments. The Bank issues commitments to provide ioans. These commitments are irrevocable
or revocable only in response to a material adverse change. Such commitments are initially recognized at
their fair value, which is normally evidenced by the amount of fees received. This amount is amortized on a
straight-line basis over the life of the commitment, except for commitments to originate loans if it is probable
that the Bank will enter into a specific lending ammangement and does not expect to sell the resulting loan
shortly after origination; such loan commitment fees are deferred and included in the carrying value of the
loan on initial recognition.

Atthe end of each reporting period, the commitmentis are measured at (j) the remaining unamortized balance
of the amount at initial recognilion, plus (ii) the amount of the loss allowance determined based on the
expected credit loss model, unless the commitment is tc provide a loan at a below market interest rate, in
which case the measurement is at the higher of these two amounts. The carrying amount of the loan
commitments represents a liability. For contracts that include both a loan and an undrawn commitment and
where the Bank cannot separately distinguish the ECL on the undrawn loan component from the loan
component, the ECL on the undrawn commitment is recognized together with the loss allowance for the loan.
To the extent that the combined ECLs exceed the gross carmrying amount of the loan, they are recognized as
a liability.

Financial guarantees. Financial guarantees require the Bank to make specified payments to reimburse the
hoider of the guarantee for a loss it incurs because a specified debtor fails to make payment when due in
accordance with the original or modified terms of a debt instrument. Financial guarantees are initiaily
recognized at their fair value, which is normally evidenced by the amount of fees received.

This amount is amortized on a straight-line basis over the life of the guarantee. At the end of each reporting
period, the guarantees are measured at the higher of (i) the amount of the loss aliowance for the guaranteed
exposure determined based on the expected loss model and (i) the remaining unamortized balance of the
amount at initial recognition.

Taxation. Income taxes have been provided for in the financial statements in accordance with [egislation
enacted or subslantively enacted by the end of the reporting period. The income tax charge/fcredit comprises
current tax and deferred tax and is recognized in profit or loss for the year, except if it is recognized in other
comprehensive income or directly in equity because it relates to transactions that are also recognized, in the
same or a different period, in other comprehensive income or directly in equity. The current income lax
expense is caloulated in accordance with the regulations of the Republic of Azerbaijan.

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

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

In accordance with the initial recognition exemption, deferred taxes are not recorded for temporary
differences on initial recognition of an asseat or a liability in a fransaction other than a business combination
if the transaction, when initially recorded, affects neither accounting nor taxable profit. Deferred tax assets
and liabilities are measured at tax rates that are expected to apply to the period when the asset is realized
or the liability is settied, based on tax rates that have been enacted or substantively enacted at the reporting
date.
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Deferred tax assets for deductible temporary differences and tax loss carry forwards are recorded only to the
extent that it is probable that future taxable profit will be available against which the deductions can be
utilised.

in addition, there are various operating taxes in Azerbaijan such as VAT, property tax, withholding tax and
others which become relevant as a result of the Bank’'s operations. These taxes are included as a component
of general and administrative expenses.

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

At the end of each reporting period management assesses whether there is any indication of impairment of
property and equipment, If any such indication exists, management estimates the recoverable amount, which
is determined as the higher of an asset’s fair value less costs to sell and its vaiue in use. The carrying amount
is reduced to the recoverable amount and the impairment foss is recognized in profit or loss for the year to
the extent it exceeds the previous revaluation surplus in equity. An impairment loss recognized for an asset
in prior years is reversed if there has been a change in the estimates used to determine the asset's value in
use or fair value less costs to sell,

Gains and losses on disposals determined by comparing proceeds with carrying amount are recognized in
profit or loss for the year within other income, net.

Following initial recognition at cost, vehicles are carried at a revalued amount, which is the fair value at the
date of the revaluation less any subsequent accumuiated depreciation and impairment losses.

Valuations are performed frequently enough to ensure that the fair value of a revalued asset does not differ
materially from ifs carrying amount.

Accumulated depreciation as at the revaluation date is efiminated against the gross carrying amount of the
asset and the net amount is restated to the revalued amount of the asset.

Any revaluation surplus is credited to the revaluation reserve fer property and equipment included in other
comprehensive income, except to the extent that it reverses a revaluation decrease of the same asset
previously recognized in profit or loss, in which case the increase is recognized in profit or loss. A revaluation
deficit is recognized in profit or loss, except that a deficit directly offsetting a previous surplus on the same
asset is directly offset against the surplus in the revaluation reserve for property and equipment. Upon
disposal, any revaluation reserve relating to the particular asset being sold is transferred fo retained earnings.

Depreciation. Depreciation of an asset begins when it is available for use. Depreciation is calculated on a
straight-line basis over the following estimated useful lives:

Years
Furniture end fixtures 4-7
Computers and office equipment 5
Vehicles 47
Other fixed assets 5
Leasehold improvememnis aver the termn of the contract

The agset's residual values, useful lives and methods are reviewed, and adjusted as appropriate, at each
financial year-end.

Costs related to repairs and renewals are charged when incurred and included in general and administrative
expenses, unless they qualify for capitalization.

Foreclosed property. The Bank classifies a non-current assef, which the Bank took possession of in respect
of non-performing loans and is in the process of selling, as foreclosed property if its carrying amount will be
recovered principally through a sale transaction rather than through continuing use.
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The Bank measures a foreclosed property at the lower of its carrying amount and fair value less costs to sell,
The Bank recognizes an impairment loss for any initial or subsequent write-down of the asset to fair value
less costs to sell if events or changes in circumstance indicate that their carrying amount may be impaired.

Intangible assets. Intangible assets include computer software and licenses. Intangible assets acquired
separately are measured on initial recognition at cost. Following initial recognition, intangible assets are
carried at cost less any accumulated amortization and any impairment losses. The useful lives of intangible
assets are assessed to be either finite or indefinite. Intangible assets with finite lives are amortized over the
useful economic lives of 10 years and assessed for impairment whenever there is an indication that the
intangible asset may be impaired. Amortization periods and methods for intangible assets with indefinite
useful lives are reviewed at least at each financial year-end.

Accounting for leases by the Bank as a lessee. The Bank leases office premises and warehouses. Leases
are recognized as a right-of-use asset and a corresponding fiability at the date at which the leased asset is
available for use by the Bank. Each lease payment is allocated between the liability and finance cost. The
finance cost is charged to profit or loss over the lease period so as to produce a constant periodic rate of
interest on the remaining balance of the liability for each period. The right-of-use asset is recognized at cost
and depreciated over the shorter of the asset's useful life and the lease term on a straight-line basis.

Liabilities arising from a lease are initially measured on a present value basis. Lease liabilities include the
net present value of the following lease payments:

. fixed payments (including in-substance fixed payments), less any lease incentives receivable;

) the exercise prolongation option if the lessee is reasonably certain to exercise that option; and

. payments of penalties for ferminating the lease, if the lease term reflects the lessee exercising that
option.

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be
determined, the lessee’s incremental borrowing rate is used, being the rate that the lessee would have fo
pay to barrow the funds necessary to obtain an asset of similar value in a similar economic environment with
similar terms and conditions.

Right-of-use assets are measured at cost comprising the foliowing:

the amount of the initial measurement of lease liability;

any lease payments made at or before the commencement date less any lease incentives received;
any initial direct costs; and

restoration costs.

As an exception to the above, the Bank accounts for short-term leases and leases of low-value assets by
recognising the lease payments as part of general and administrative expenses on a siraight-line basis.

In determining the lease term, management of the Bank considers all facts and circumstances that create an
economic incentive to exercise an extension option, or not exercise a termination option. Extension cptions
(or periods after termination options) are only inciuded in the lease term if the lease is reasonably certain to
be extended (or not terminated).

The assessment is reviewed if a significant event or a significant change in circumstances occurs which
affects this assessment and that is within the control of the lessee.

Unless the Bank is reasonably certain to obtain ownership of the leased asset at the end of the lease term,
the recognized right-of-use assets are depreciated on a straight-line basis over the shorter of its estimated
useful life and the lzase term. Right-of-use assets are subject to impairment.

No rent concessions have been granted to the Bank by lessors during the years ended December 31, 2025
and 2024.
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Amoumts due to financial institutions and customers, Issued financial instruments or their components
are classified as liabilities, where the substance of the contractual arrangement results in the Bank having
an obligation either to defiver cash or another financial asset to the holder, or to satisfy the obligation other
than by the exchange of a fixed amount of cash or another financial asset for a fixed number of own equity
instruments. Such instruments include customer accounts and term deposits placed by individuals, state and
corporate customers, as well as financial institutions, All amounts represent non-derivative liabifities and are
camied at AC.

Repurchase agreements. Securities sold under sale and repurchase (repo) agreements are accounted for
as secured financing transactions, with the securities retained in the statement of financial position and the
counterparty liability included in repurchase agreements with financial institutions. The difference between
the sale and repurchase prices represents interest expense and is recognized in profit or loss over the term
of the repo agreement using the effective interest method.

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

Dividends, Dividends are recorded in equity in the period in which they are declared. Any dividends declared
after the end of the reporting period and before the financial statements are authorized for issue, are
disclosed in the subsequent events note.

Contingencies. Contingent liabilities are not recognized in the statement of financial position but are
disclosed unless the possibility of any outflow in settlement is remote. A contingent asset is not recognized
in the statement of financiai position but disclosed when an inflow of econemic benefits is prabable.

Income and expense recognition. Interest income and expense are recorded for all debt instruments, other
than those at FVTEL, on an accrual basis using the effective interest methed. This method defers, as part of
interest income or expense, all fees paid or received between the parties to the contract that are an integral
part of the effective interest rate, transaction costs and ali other premiums or discounts.

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

Interest income is calcutated by applying the effective interest rate to the gross carrying amount of financial
assets, except for financial assets that have become credit-impaired {Stage 3}, for which interest revenue is
calculated by applying the effective interest rate io their AC, net of the ECL provision.

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

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

. Fee income samed from services that are provided over a certain period of time
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Fee and commission inceme is recognized over time on a straight-line basis as the services are rendered,
when lhe customer simultaneously receives and consumes the benefits provided by the Bank's
performance,

Loan commitment fees for ioans that are likely to be drawn down and other credit-related fees are deferred
(together with any incremental costs) and recognized as an adjustment to the effective interest rate on the
loan.

. Fee income from providing fransaction services

Fee and commission income is recognized at a point in time when the Bank satisfies its performance
obligation, usually upon execution of lhe underlying transaction. The amount of fee or commission received
or receivable represents the transaction price for the services identified as distinet performance
obligations. Fees arising from negotiating or participating in the negetiation of a transaction for a third party
are recognized on completion of the underlying transaction. Fees or components of fees that are linked to a
certzin performance are recognized after fulfilling the corresponding criteria,

Sales and purchases of foreign currencies and cusrency conversion. The Bank sells and purchases
foreign currencies in the cash offices and through the bank accounts, as well as exchanges foreign
currencies. The transactions are perfoermed at the exshange rates established by the Bank, which are
different from the official spot exchange rates at the particular dates. The differences between the official
rates and Bank rates are recognized as gains less losses from trading in foreign currencies at a point in fime
when a particular performance ohligation is satisfied.

Foreign currency transiation. The financial statements are presented in Azerbaijani manat, which is the
Bank's functional and presentation currency. Transactions in foreign currencies are initially recorded in the
functional currency, converted at the rate of exchange ruling at the date of the transaction. Monetary assets
and liabilities denominated in foreign currencies are retranslated at the functional currency rate of exchange
ruling at the reporting date. Gains and losses resulting from the translation of foreign currency transactions
are recagnized in the statement of profit or loss and other comprehensive income as net gains/(fosses) from
foreign currency translation differences, Non-monetary items that are measured in terms of histerical cost in
a foreign currency are translated using the exchange rates as at the dates of the initial transactions. Non-
monetary iterns measured at fair value in a foreign currency are translated using the exchange rates at the
date when the fair value was determined.

Differences between the contractual exchange rate of a transaction in a foreign currency and the CBAR
exchange rate on the date of the transaction are inciuded in net gains/(losses) from foreign currency
fransiation differences.

Earnings per share. Earnings per share are determined by dividing the profit or loss attributable to owners
of the Bank by the weighted average number of participating shares outstanding during the reporting year.

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

Segment reporting. Segments are reported in @ manner consistent with the intemal reporting provided to

the Bank’s chief operating decision maker. Segments whose revenue, result or assets are ten percent or
more of all the segments are reported separately.
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4. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS IN APPLYING ACCOUNTING POLICIES

The preparation of financial statements in conformity with IFRS Accounting Standards requires management
to make judgements, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. Actual resulfs may differ from those estimates.
Estimates and underlying assumptions are raviewed on an ongoing basis. Revisions to estimates are
recognized prospectively.

Judgments

Information about critical judgements made in applying accounting policies that have the most significant
effect on the ameunts recognized in the financial statements is included in the following notes:

Significant Increase In credit risk (“SICR”). In order to determine whether there has been a significant
increase in credit risk, the Bank compares the risk of a default oceurring over the fife of a financial instrument
at the end of the reporting date with the risk of defauit at the date of initial recognition. The assessment
considers relative increase in credit risk rather than achieving a specific level of credit risk at the end of the
reporting period. The Bank considers all reasonable and supportable forward-looking information available
without undue cost and effort, which includes a range of factors, including behavioural aspects of particular
customer portfolios. The Bank identifies behavioural indicators of increases in credit risk prior to delinquency
and incorporates appropriate forward-locking information info the credit risk assessment, either at an
individual instrument, or on a partfalio level. Refer to Note 30.

ECL. measurement. Measurement of ECLs is a significant estimate that involves determination of
methodology, models and data inputs. Details of ECL measurement methodology are disclosed in Note 30.
The following components have a major impact on credit loss allowance: definition of default, SICR,
probability of default (*PD"), exposure at default ('"EAD"), and loss given default ("LGD"), as well as models
of macro-economic scenarios. The Bank regularly reviews and validates the models and inputs to the modeis
1o reduce any differences beiween expected credit loss estimates and actual credit loss experience.

Modification of financial assets. When financial assefs are contractually modified (e.g., renegotiated), the
Bank assesses whether the modification is substantial and should resuit in derecognition of the original asset
and recognition of a new asset at fair value. This assessment is based primarily on qualitative factors,
described in the relevant accounting policy and it requires significant judgment. In particular, the Bank applies
judgment in deciding whether credit-impaired renegotiated Ioans should be derecognized and whether the
new recognized loans should be considered as credit-impaired on initial recognition. The derecognition
assessment depends on whether the risks and rewards, that is, the variability of expected (rather than
contractual) cash flows, change as a resutt of such modifications. Management determined that risks and
rewards did not change as a result of modifying such leans and therefore in substantially ail such
modifications, the loans were neither derecognized nor reclassified out of the credit-impaired stage.

Write-off policy. Financial assets are written off, in whole or in part, when the Bank has exhausted all practical
recovery efforts and has concluded that there is no reasonable expectation of recovery. The write-off represents
a derecognifion event. The Bank may write off financial assets that are still subject to enforcement activity when
ihe Bank seeks to recover amounts that are contractually due. Cases with a final court decision are moved to the
off-balance sheet in the amount determined by the court decision on the basis of the minutes of the Supervisary
Board upon the recommendation of the Board of Directors. Therefore, the gross camying amounts of default loans
are written off. Any subsequent recoveries are credited to credit loss allowance.

Fair value at initial recognition of borrowed funds. Management has assessed that the fair value of the
borrowed funds approximates their carrying amount. This assessment is based on the view that there are no
other financial instruments comparable to these borrowings in the market. The borrowings are considered to
be part of a distinct and separate market, characterized by govemment-backed, subsidized funding terms
that de not fluctuate in alignment with broader market conditions. Consequently, there have been nc
significant changes in the credit risk profile or prevailing market interest rates. Refer to Note 18.

Determining lease term. The Bank leases office premises from third parties under contracts which do nat
have contractual maturity dates and are automatically renewed unless either party submits a termination
notice of 3 months. The Bank determines non-cancellable lease period for such leases, taking into
consideration penalties that would be incurred upon terminaticn, including economic disincentives such as
leasehold improvements, cost of relocating or the importance of the premises to the Bank's operaticns. As a
result, the lease term for most significant office premises has been determined as a period of 3-5 years.
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5. ADOPTION OF NEW AND REVISED STANDARDS AND INTERPRETATIONS

In the current year, the Bank has adopted all of the applicable new and revised Standards and Interpretations
issued by the IASE and the IFRIC of the IASB that are relevant te its operations and effective for the year
ended December 31, 2025,

in August 2023, the IASB amended IAS 21 “The Effects of Changes in Foreign Exchange Rates” o
clarify when a currency is exchangeable into another currency and how a company estimates a spot rate
when a currency lacks exchangeability. An entity is impacted by the amendments when it has a transaction
or an operation in a foreign currency that is not exchangeable into another currency at a measurement date
for a specified purpose. A cusrrency is exchangeable when there is an ability to obtain the other currency, with
a normal administrative delay, and the transaction wouid take place through a market or exchange
mechanism that creates enforceable righte and obligations.

Unless otherwise disclosed, the new and revised standards and interpretations did not have a material effect
on the financial statements of the Bank.

6. STANDARDS AND INTERPRETATIONS ISSUED AND NOT YET ADOPTED

At the date of authorization of these financial statements, other than the Standards and Interpretations adopted
by the Bank in advance of their effective dates, the following standards, interpretations and amendments were
issued but not yet effective. The Bank intends to adopt these new and amended standards and interpretations,
if applicable, when they become effective.

On May 30, 2024, the 1ASB issued amendments to IFRS 9 “Financial Instruments” and IFRS 7 “Financial
Instruments: Disclosures” concerning the classification and measurement of financial instruments. Key
changes include:

» Derecognition of financial liabilities: Allows liabilitles settied via electronic transfer to be considered
discharged pricr to the settiement date under specified criteria.

» Classification of financial assets; Provides guidance en assessing contractual terms for basic lending
arrangements, enhances the definition of non-recourse features, and clarifies characteristics of
contractually linked instruments.

» Disclosures: Introduces new requirements for equity investments at fair value through OCI and for
contingent terms affecting cash flows,

The amendments are effective for annual reporting periods beginning on or after January 1, 2028, with
retrospective application allowed and early adoption permitted.

On July 18, 2024, the IASB published “Annual Improvements to IFRS Accounting Standards -
Volume 11”.

This publication includes the following amendments:

IFRS 1: Clarifications on hedge accounting for first-time adopters.

IFRS 7: Guidance on recognizing gains or losses on derecognition.

IFRS 7: Improved disclosures for deferred differences between fair value and tfransaction price.
IFRS 7: Enhancements to infroduction and credit risk disclosures.

IFRS 9: Clarifications on lessee derecognition of lease liabiiities.

[FRS 9: Additional guidance on transaction price determination.

IFRS 10: Clarifications on the determination of a 'de facto agent.’

IAS 7: Improvements related to the cost method.

The amendments are effective for annual reporting periods beginning on or after January 1, 20286.

In December 2024, the IASB issued *Contracts Referencing Nature-dependent Electricity”
{Amendments to IFRS 9 and IFRS 7). The amendments address the accounting for certain long-term power
purchase agreements (PPAs) and similar contracts whose cash flows vary depending on natural conditions,
such as wind or sunlight, which are increasingly used in renewable energy markets.
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The amendments clarify that contracts that reference nature-dependent electricity can qualify as having cash
flows that are solely payments of principal and interest (SPPI}, even though the quantity of electricity
delivered (and therefore the cash flows) varies due to nature-dependent factors. This clarification enables
such contracts to be measured at amortized cast or fair value through other comprehensive income (FVYOCH,
provided all other relevant conditions in {IFRS 9 are met.

In addition, the amendments introduce targeted disclosure requirements in IFRS 7 to enable users of financial
statements to understand the effects of these contracts on an entity's financia! position, performance and
cash flows, including information about volume risk and pricing mechanisms.

The amendments are effective for annual reporting periods beginning on or after January 1, 2026, with earlier
application permitted. Comparative information is not required to be restated on initial application.

On April 9, 2024, the IASB issued a new standard — IFRS 18, “Presentation and Disclosure in Financial
Statements” — in response to investors’ concems about the comparability and transparency of entities’
performance reporting. The new requirements introduced in IFRS 18 will help to achieve comparability of the
financial performance of similar entities, especially related to how ‘operating profit or loss' is defined. The key
new concepts introduced in IFRS 13 relate to:

« the structure of the statement of profit or loss;

« required disclosures in the financial statements for certain profit or loss performance measures that are
reported outside an entity’s financial statements (that is, management-defined performance measures);
and

« enhanced principles on aggregation and disaggregation which apply to the primary financial statements
and notes in general.

IFRS 18 will replace IAS 1; many of the other existing principles in IAS 1 are retained, with limited changes.
IFRS 18 will not impact the recognition or measurement of items in the financial statements, but it might
change what an entity reports as its 'operating profit or loss’,

IFRS 18 will apply for reporting periods beginning on or after January 1, 2027 and also applies to comparative
information.

in May 2024, the JASB published the new standard IFRS 19 “Subsidiaries without Public Accountability:
Disclosures”, which permits a subsidiary to provide reduced disclosures when applying IFRS Accounting
Standards in its financial statements. IFRS 18 is optional for subsidiaries that are eligible and sets out the
disclosure requirements for subsidiaries that elect to apply it.

An entity is only permitted to apply IFRS 18 when:

» itis a subsidiary;

» it does not have public accountability, and

« its ultimate or any intermediate parent produces consolidated financial statements available for public
use that comply with IFRS Accounting Standards.

In August 2025, the IASB issued amendments to the standard. These amendments update IFRS 19 to reflact
new and amended IFRS Accounting Standards issued between February 2021 and May 2024, ensuring that
the reduced disclosure framework remains aligned with current IFRS Accounting Standards requirements.

The amendments revise and add disclosure requirements within IFRS 19 fo incorporate changes arising from
recently issued standards and amendments, while maintaining the objective of IFRS 18 fo reduce disclosure
burdens for eligible subsidiaries without public accountability that apply IFRS Accounting Standards.

The amendments do not change the eligibility criteria for applying IFRS 18 and do not affect the recognition
or measurement requirements applied by subsidiaries. Instead, they ensure that entities applying IFRS 19
provide disclosures that remain relevant and decision-useful in light of developments in IFRS Accounting
Standards.
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The new standard and amendments to it are effective for reparting periods beginning on or after January 1,
2027, with earlier application permitted.

In November 2025, the |ASB issued “Translation to a Hyperinflationary Presentation Currency”
(Amendments fo IAS 21}). The amendmenis address a specific gap in IAS 21 relating fo situations in which
an entity’s presentation currency becomes hyperinflationary, while the entity’s functional currency is not
hyperinfiationary.

The amendments clarify how an entity transiates its financial statements into a hyperinflationary presentation
currency, including how comparative information is presented. In particular, the amendments specify that when
an entity presents its financial statements in a hyperinflationary currency, it applies the requirements of IAS 28
“Financial Reporting in Hyperinflationary Economies” fo the presentation currency, even if the entity's functional
currency is not hyperinflationary.

The amendments improve consistency and comparability by ensuring that financial statements presented in
a hyperinflationary currency appropriately reflect the effects of hyperinflation for users of financial statements.

The amendments are effective for annual reporting periods beginning on or after January 1, 2027, with earlier
application permitted.

IFRS 10 “Consolidated Financial Statements" and 1AS 28 {amendments) “Sale or Contribution of Assets
between an Investor and its Associate or Joint Venture” — The amendments to IFRS 10 and
IAS 28 deal with situations where there is a sale or contribution of assets between an investor and its associate
or joint venture. Specifically, the amendments state that gains or losses resulfing from the joss of control of a
subsidiary that does not contsin a business in a transaction with an associate or a joint venture that is accounted
for using the equity method, are recognized in the parent's profit or ioss only to the extent of the unrelated investors’
interests in that associate or joint venture.

Similarly, gains and losses resulting from the remeasurement of investments retained in any former subsidiary
{that has become an associate or a joint venture that is accounted for using the equity method) to fair value are
recognized in the former parent’s profit or loss only to the extent of the unrelated investors’ interests in the new
associate or joirt venture. The effective date of the amendmenis has yet to be set by the IASB, however, earlier
application of the amendments is permitted.

On June 28, 2023, the International Sustainabilily Standards Board (ISSB) published the first two IFRS
Sustainability Disclosure Standards IFRS S1 “General requirements for the disclosure of sustainability-
related financial information” and IFRS $2 “Climate-related disclosures”. The standards contain
requirements for the disclosure of material information about an entity’s significant sustainability-related risks
and opportunities that are necessary for investors to evaluate the entity.

IFRS 51 establishes general requirements with the objective of requiring an entity to disclose information
about its sustainability-related risks and opportunities. IFRS S1 prescribes how an entity should prepare and
present its sustainability-related financial information. It sets out general requirements for the content and
presentation of these disclosures so that the information disciosed is useful to primary users of financial
reporting in making decisions about the provision of resources to the entity.

IFRS S2 sets out requirements for identifying, assessing and disclosing information about climate-related
risks and opportunities that is useful to the primary users of general-purpose financial reporting.

The two standards are to be applied for reporting periods beginning on or after January 1, 2024, Earlier
application is permitted. If an entity applies IFRS S1 earlier, it must disclose this accordingly and apply IFRS
52 at the same time.

The mandatory application of the ISSB standards is dependent on their adoption by a jurigdiction info
applicable law. This does not affect entities’ ability to apply the standards voluntarily (in addition). As at the
date of this report, these standards were not adopted by the jurisdiction where the Bank operates.

Unless otherwise disclosed, the new and revised standards and interpretations are not expected to have a
material effect on the financial statements of the Bank.
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7. PRIOR PERIOD RESTATEMENTS AND RECLASSIFICATIONS

During the year ended December 31, 2025, the Management detected certain errors and made certain
restatements and reclassifications in the financial statements as at and for the year ended December 31,
2024,

The effect of restatements and reclassifications on the staterment of financial position as at December 31,
2024 is presented in the table below:

Notes  As previously Effect of As restated/

reported realaternents/ reclassified

December 31, reclassifications December 31,

2024 2024

Cash and cash equivalents a 64,386 {12,726) 51,660
Amounte due from financial ingtitutions a 1,890 12,726 14,716
Current income tax assat b 60 (60) -
Amounts due to financial institutions c 24,620 32,444 57,064
Amounts due to customers c 296,777 (32,444) 264,333
Qther liabilities b 9,397 {60) 8,337
Revaluation reserve d 1,168 (1,199) -
Retained =arnings d 23,737 1,198 24,936

a)

b)

c)

o)

Mandatory reserves with the CBAR amounting to AZN 12,728 have been reclassified from cash and cash
equivalents to amounts due from financial institutions in the comparative information to better reflect their
nature; this reciassification had no impact on profit or loss or total equity.

Current income fax assets and taxes payable amounting to AZN 60 have been restated in the
comparative information to reflect their appropriate presentation; this restatement had no impact on profit
or loss or total equity.

Amounts due to financial institutions amounting to AZN 32,444 have been reclassified from amounts due
to customers in the comparative information to better refiect their nature; this reclassification had no
impact on profit or loss or total equity.

Amounts of AZN 1,198 have been reclassified between revaluation reserve and retained earnings in the
comparative infermation to better reflect their appropriate classification within equity; this reclassification
had no impact on total equity.

The effect of reclassifications on the statement of profit or loss and other comprehensive income for the year
ended December 31, 2024 is presented in the table below:

Motes  As previously Effect of As reclassified
reported restatements/ December 31,
December 3, reclassifications 2024
2024
Interest income e 67,516 260 B67.776
Interest expense f {19,855) 581) (20,436}
Lease expenss f (581) 581 -
Fee and commission income e 9 15362 1,021 16,383
@ains less losses from trading in foreign
cumancies g 4 247 {1,281) 2,966
Personnel expenses h - (23,225) {23,225}
General and administrative expenses h - {14,720} (14,720)
Personnel, general and administrative
expenses h (37,945) 37,945 -

g} Interest income on guarantees issued amounting to AZN 260 has been reclassified from fee and

commission income to interest income in the comparative information to better reflect its nature; this
reclassification had no impact on profit or loss or total equity.
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f) Interest expense on lease liabifities amounting to AZN 681 has been reclassified from lease expense to
interest expense in the comparative information to better reflect its nature; this reclassification had no
impact on profit or loss or total equity.

g} Fee and commission income from transactions with fareign currencies amounting to AZN 1,281 has been
reclassified fram gains less losses from trading in foreign currencies to fee and commission income in
the comparative information to better reflect its nature; this reclassification had no impact on profit or loss
or total equity.

h) Personnel expenses and general and administrative expenses have been separately presented in the
comparative information to better reflect the nature of the respective expenses; this presentation change
had no impact on profit or loss or total equity.

The effect of restatements and reclassifications on the statement of cash flows for the year ended
December 31, 2024 is presented in the table below:

As previcusly Effect of As restated/
reporled restatements/ reclassified
December 3, reclassifications December 31,
2024 2024

Interest received 64,297 260 64,557
Fees and commissions received 156,400 883 16,383
Realized gains less losses from trading in

foreign currencies 4,247 {1,281) 2,966
Amounts due from financial institLitions {85} (2,486) (2,571}
Other assets {2,642} {295} {2,937)
Amounts due to Hnancial institutions 15,396 8,641 24,037
Amounts due to customeats 38,922 {8,641 30,281
Clher kabilities 43 (522} {479)
Payments for property and equipment {1,730 855 (875)
Net decrease in cash and cash equivalents {5,895) {2,486) {B8,381)
Cash and cash equivalents at the beginning

of the year 70,281 {10,240} 50,041
Cash and cash equivalents at the end of the

year 64,386 {12,726) 51,660
B. CASH AND CASH EQUIVALENTS
Cash and cash equivalents comprnise:

December 31, December 31,
2025 2024
{restatad)

Cash on hand 22,074 18,259
Comespondent accounts and overnight ptacements with other banks and

financial institutions 17,078 5,816
Time deposits with the CBAR up to 90 days 4,001 23,000
Cash balances with the CBAR {other than mandatory reserve deposits} 1,944 4 585
Total cash and cash equivalents 48,097 51,660

At December 31, 2025 the Bank had 10 correspandent accaunts with other banks and financial institutions
(December 31, 2024: B banks) with outstanding balance above AZN 100. The gross amount of these
balances was AZN 16,634 (December 31, 2024: AZN 5,277).
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The table below discloses the credit quality of cash and cash equivalents balances based on credit risk
grades af December 31, 2025. Refer to Note 30 for the description of the Bank’s credit risk grading system.

Cash balances  Correspondent Total
with the CBAR accounts and
overnight
placements
- Excelient - 14,494 14,494
- Good 5,945 2,584 8,529
Total cash and cash equivalents, excluding cash on
hand 5,945 17.078 23,022

The table below discloses the credit quality of cash and cash equivalents balances based on credit risk
grades at December 31, 2024, Refer to Note 30 for the description of the Bank’s credit risk grading system.

Cash balances  Comrespondent Total
with tha CBAR accounts and
overnight

placements

- Excellent - 3,794 3,794
- Good 27,585 1,935 29,520
- Satisfactory - 87 87
Total cash and cash equivalents, excluding cash an

hand 27,585 5816 33,401

For the purpose of ECL measurement, cash and cash equivalents balances are included in Stage 1. The
ECL for these balances represents an insignificant amount, therefore the Bank did not recognize any credit
loss allowance for cash and cash equivalents for the years ended December 31, 2025 and 2024. Refer to
Note 30 for the ECL measurement approach.

9. AMOUNTS DUE FROM FINANCIAL INSTITUTIONS

Amounts due from financial institutions comprise:

December 31, December 31,
2025 2024
{regtated}
Mandatory reserve with the CBAR 15,186 12,726
Loans {o financial institutions 2,158 -
Pledged accounts with financiel institutions 2,067 1,990
Total amounts due from financial instifutions 19,411 14,716

As at December 31, 2025, the Bank is required fo maintain a non-interest earning cash deposit (mandatory
reserve) with the CBAR at 5% of the previous month average balances of certain liabilities in AZN and 6%
of the previous month average balances of certain liabilities in foreign curmencies respectively, attracted from
customers by the Bank (December 31, 2024: 5% and 6% respectively).
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As at December 31, 2025 included in amounts due from financial institutions are blocked guarantee deposits
placed by the Bank for its plastic cards operations totalling AZN 2,067 (December 31, 2024 AZN 1,990).

Included in amounts due from financial institutions in the amount of AZN 7 as at December 31, 2025 and
2024 is accrued interest receivable.

The following table contains an analysis of amounts due from financial institutions by credit quality at
December 31, 2025 and 2024 based on credit risk grades. Refer to Note 30 for the description of credit risk
grading system used by the Bank. The camying values of amounts due from financial institutions at
December 31, 2025 and 2024 below also represent the Bank's maximum exposure to cradit risk on these
assetis:

Decamber 31, December 31,
2025 2024
- Excellent 2,067 1,980
- Good 15,186 12,726
- Satistaciory 2158 -
Total amounis due from Ninancial instiiutions 19,411 14,718

For the purpose of ECL measurement, amounts due from financial institutions balances are included in
Stage 1. The ECL for these balances represents an insignificant amount, therefore the Bank did not recognize
any credit loss allowance for amounts due from financial institutions for the years ended December 31, 2025
and 2024. Refer to Note 30 for the ECL measurement approach.

40. INVESTMENT SECURITIES

December 31, December 31,
2025 2024
Debt securifies measured at amorized cost 40,648 29313
Total invesiment securities 40,848 29,313

The table below discloses investment securities at December 31, 2025 and 2024 by classes:

December 31, December 31,
2025 2024

Azerbaijani government bonds 34,838 23,271
Corporate bonds 4,450 2618
US Treasury bonds 1,360 3.468
Gross investment securities 40,648 28,357
Credit loss allowance - (44}
Net investment socurities 40,648 29,313
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At December 31, 2025, no investmeni securities were pledged to third parties as collateral with respect to
repurchase agreements (December 31, 2024: AZN 11 471).

Azerbaijani Government bonds are issued at local curency, Azerbaijani manats.

Included in investment securifies in the amcunt of AZN 683 and AZN 840 as at December 31, 2025 and
2024, respectively is acerued interest receivable.

For the purpose of ECL measurement, investment securities balances are included in Stage 1.

The following table contains an analysis of investment securities by credit quality based on credit risk grades.
Refer to Note 30 for the description of credit risk grading system used by the Bank and the approach to ECL
measurement, including the definition of default and SICR as applicable to investment securities.

The camying amounts of investment securities at December 31, 2025 and 2024 below also represent the
Bank's maximum expaosure to credit risk on these assets.

December 31, December 31,

2025 2024
{JS freasury bonds
- Excellent 1,360 3,468
Gross carrying amount 1,260 3,468
Credit loss allowance - -
Net carrying amount 1,360 3,468
Azerbaijan governmeni bonds
- Good 34 838 23,271
Gross carrying amount 34,838 23,27
Credit loss allowance - (38}
Net carrying amount 34,838 23,233
Corporaie bonds
- Good 4,450 2618
Gross carrying amount 4,450 2,618
Credit loss allowance - (8
Net carrying amount 4,450 2,642
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11. LOANS AND ADVANCES TO CUSTOMERS

Loans and advances to customers comprise:

December 31, December 31,
2025 2024
Groge carrying amount 551,961 509,942
Less credit loss allowance {16,251) {10,351)
Total Ioans and advances to customers 535,710 499,591

Gross carrying amount and credit foss allowance amount for loans and advances to customers by classes at
December 31, 2025 and 2024 are disclosed in the table below:

December 31, December 31,
2025 2024
Gross Creditloss  Carrying Gross Credit loss  Garrying
carrying allowance amount carrying allowance amount
amount amoumnt
Loans to corporate customers
Corporate loans 101,422 {3,013) 98,409 112,668 (2,260} 110,408
Loans v individuails
Consumer loans 229,683 (12,121) 217,562 224,053 {7,237) 216,816
Morigaga loans 118,250 {564) 118,686 108,838 (228} 108,610
Micro-business loans 101,806 {553) 101,053 64,383 (626} 63,757
Total loans and advances tn
customers 551,961 {16,251) 535,710 509,942 (10,351) 499,501

Included in loans and advances to customers in the amount of AZN 5,710 and AZN 4,853 as at
December 31, 2025 and 2024, respectively is accrued interest recelvable.
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The following tables disclose the changes in the credit loss allowance and gross carrying amount for loans
and advances to customers between the beginning and the end of the reporting and comparative periods:

Credit loss allowance

Gross carrying amount

Stage1 Stage2 Stage3d _ Total Stage1 Stage2 Stage 3 Total

Loans fo customers
At.January 1, 2025 4,141 3,588 2,622 10,351 491,200 12,880 5,862 509,942
Transfers to Stage 1 59 (48) {10) - 450 (172) (278) -
Transfers o Stage 2 {4,447} 4,451 {4) - (23,840) 23,888 {48) -
Transfers fo Stage 3 (3,024} 4) 3,028 - (11,977) (1,616) 13,593 -
New assets originatad or

purchased 9,068 - - 8,068 494,079 - - 494 078
Net remeasurement/assets

repaid 2,582 (3,986) 1,714 310 (435,288) (i1,018) (3,443) (449 750)
Net change in accrued

interast - - - - (161) 11 1,925 1,775
Unwinding of discount - - 535 535 - - - -
Transfer to foreclosed

property - - - - - - {72) (72)
Write-offs - - (8,522) (8,522} - - (8,522)  (B,522)
Recavery of previously

written-off loans - - 4,508 4,509 - - 4,508 4. 509
At Decembar 31, 2025 8,379 4,000 a,n72 16,251 514,462 23,873 13,526 551,961

Credit loss allowance Gross carrying amount
Stage] Stage2 Stage3d Total Stage 1 Stage2 Stage 3 Total

Loans to customers
At January 1, 2024 2,560 527 3,264 6,351 406,424 6,904 5,999 419,327
Transfers to Stage 1 280 (203) {77) - 1,860 (1,718) {142} -
Transfers to Stage 2 {2,788) 2917 (129) - {11,629 11,778 (149} -
Transfers to Siage 3 (213) {7 286 - {2,478} (696) 3174 -
New assels originated or

purchased 5,861 - - 5,961 316,924 379 aes 317,701
Net remsasurement/assets

repaid (1,659} 420 1,389 160  (218,580) (3,884) (1,307) (224,771)
Net change in accrued

interest - - - - (321} 117 10 (194)
Unwinding of digcount - - 86 66 - - 66 66
Wirite-offs - - (5455) (5,455} - - (5,455) (5,455}
Recovery of previously

written-off loans - - 3,258 3,268 - - 3,268 3,268
At Dacember 31, 2024 4,141 3,588 2,622 10,351 491,200 12,880 5,862 509,942
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Credit loss allowance

Gross carrying amount

Stage1 Stage2 Stage3 Total Stape1 Stage2 Stage3 Total

Corporate loans
At January 1, 2025 846 337 1,077 2,260 107,244 2,288 3,136 112,668
Transfers to Stage 1 B (4 (2) - - - - -
Transfers to Stage 2 (613) 613 - - {3,998) 3,098 - -
Transfers to Stage 3 (1,386) - 1,386 - (2.624) {1,042} 3,656 -
MNew assets originated or

purchased 1,284 - - 1,264 142,675 - - 142,675
Met remeasurement/assets

repaid 782 (361) {5601 (139) {1498614) (1,200) {2,813) (153,628)
Net change in accrued

interest - - - - (75} {29) 507 403
Unwinding of discount - - 324 324 - - - -
Write-offs - - {1,370) (1,370) - - {1,370} {1,370}
Recovery of previously

written-off loans - - 674 574 - - 674 674
At December 31, 2025 899 585 1,529 3,013 93,617 4,015 3,750 101,422

Credit loss allowance Gross carrying amount
Stage1 Stage2 Stage3 Total Stage1 Stage2 Staged Total

Corporate loans
At January 1, 2024 873 228 758 1,959 93,851 3,198 2,017 89,166
Transfars to Stage 1 93 (93) - - 468 (469) - .
Transfers to Stage 2 (125) 180 {55) - {2,044) 2,083 {39} -
Transfers fo Stage 3 (3% (47} a8 - (845} {324) 1.172 -
New assets originated or

purchased 783 - - 783 83,050 52 136 83,238
Net remeasurementfassels

repeid (839} 69 31 (738} (67.221) (2,294) (345) {69,880)
Net change in acerued

interest - - - - {113) 42 {62} {133)
Unwinding of discount - - 12 12 - - 12 i2
Write-offs - - (568}  (5B8) - - (568) {568}
Recovery of previously

written-off loans “ - a13 813 - - 813 B13
At December 31, 2024 848 337 1,077 2,260 107,244 2,288 3,136 112,868
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Credit loss aflowance

Gross carrying amount

Stage1 Stage2 Stage 3 Total Stage1 Skmge2 Stage3d Total
Consumer Ioans
At January 1, 2025 2,683 3,244 1,310 7,237 211,723 10,352 1,978 224,053
Transfers to Stage 1 49 {42) N - s {38) t -
Transfers to Stage 2 {3,805} 3,809 {4) - (15,737) 15737 - -
Transfers to Staga 3 (1,427} 4 1,431 - (7,218) (574} 7.792 -
MNew assets originated or
purchased 7,462 - - 7462 248,156 - - 248,156
Net remeasurement/assets
repaid 1,748 (3,636} 2,998 1,110 (230,5158) (9,722) (27) (240,264)
Mat change in accrued
interest - - - - 5 49 1,580 1,834
Unwinding of discount - - 208 208 - - - -
Write-offs - . {6,936) (6,936} - - (6,936} (6,836)
Recovery of previously
written-off loans - - 3,040 3,040 - - 3,040 3,040
At December 31, 2025 8,710 3,371 2,040 12,121 206,453 15,804 7.426 229,683
Credit Joss allowance Gross carrying amount
Stage 1 Stage 2 Stage 3 Total Stage1 Stage2 Staged Totai
Consumer loans
At January 1, 2024 1,144 246 2,211 3,801 184,824 2,626 3,208 180,657
Transfers to Stage 1 95 (82) (13) - 675 (662) {13) -
Transfers to Stage 2 {2,662) 2,717 (55) - (9,384) 9,463 {59) -
Transfers to Stage 3 (172} (23) 195 - {1,210) {236) 1,448 -
New assets originated or
purchased 4,789 - - 4789 170,321 138 238 170,697
Net remeasuremeni/asseis
repaid 511) 386 1,491 1,966 {133,320)  {1,050) (402) (134,772)
Met change in accrued
interast - - - - {173} 74 89 {10)
Unwinding of discount - - 49 49 - - 49 49
Write-offs - - {4,636) (4,636) - - {4,636) (4,636)
Recovery of previously
written-off loans - - 2068 2068 - - 2,068 2,088
At December 31, 2024 2,683 3,244 1,30 7,237 211,723 10,352 1,978 224,053
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Credit loss allowance

Gross carrying amount

Stage 1 Stage2 Stage3 Tolal Stage1 Stage2 Staged Total

Mortgage loans
At January 1, 2025 B2 - 146 228 108,172 179 487 108,838
Transfers to Stage 1 3 {2} {1) - 411 {134) (277) -
Transfers to Stage 2 {28) 28 - - {3,298) 3,344 (48) -
Transfers to Stage 3 {175) - 175 - (1,175} - 1,175 -
New asseis originatad or

purchased 32 - - 32 19,899 - - 49,899
Net remeasuremenl/assets

repaid 345 15 (57) 303 (9.322) {58) {177) {9,557)
Net change in accrued

interast - - - - 55 14 1 70
Unwinding of discount - - 1 1 - - - -
At December 31, 2025 259 41 264 564 114,744 3,345 1,161 119,250

Credit foss allowance Grogs carrying amount
Stage 1 Slage2 Stage3 Tofal Staged Stage2 Stage3d Total

Mortgage loans
At January 1, 2024 75 19 131 225 100,865 761 298 101,924
Transfers to Stage 1 76 {12) 84} - 625 (496) {128) -
Transfers to Stage 2 - - - - {139) 139 - -
Transfers to Stage 3 - (3) 3 - {282} {138) 418 -
New assets originated or

purchased 24 - - 24 15,073 179 10 15,262
Net remeasurement/assets

repaid {93) {4) 70 27  (7,953) {269) {124} {B,346)
Net change in accrued

interest - - - - (17) 1 8 (8}
Unwinding of discount - - 5 g - - 6 6
At December 31, 2024 82 - 146 228 108,172 178 487 108,838
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Credit ioss allowance

Gross carrying amount

Stage1 Stage2 Stage 3 Total Staget Slage2 Stage3d Total

Micro-business loans
At January 1, 2025 530 7 89 526 64,061 61 261 64,383
Transfers to Stage 1 1 {1} - - - - - -
Transfers to Stage 2 {1) 1 - - {809) BO9 - -
Transfers to Stage 3 (38} - 36 - (970) - 970 -
New assets ariginated or

purchased KA (o] - - 310 83,349 - - 83,349
Net remeasurement/assets

repaid {2493) (4) (667) (9g4) (45,837) {38) (470) (46 345)
Nat change in accrued

interest - - - - {146} (23} {119} {288)
Unwinding of discount - - 2 2 - - - -
Transfer to foreclosed

property - - - - - - (72) (72}
Write-offs - - {2186) {(2186) - - (216) {216}
Recovery of previously

written-off loans - - 795 795 - - 795 795
At Dacember 31, 2025 511 3 39 553 99,648 a0s 1,148 101,606

Credit loss allowance Gross carrying amount
Stagei Stage2 Slage 3l Total Stage1 Sfage2 Stage3 Total

Micro-business loans
At January 1, 2024 368 34 164 566 26,784 320 476 27,530
Transfers to Stage 1 16 (16) - - 91 {91} - -
Transfars to Stage 2 1) 20 {19) - {52) 93 (41} -
Transfers to Stage 3 {2) - 2 - {138) - 138 -
New assels originated or

purchased 365 - - 365 438,480 10 14 48 504
Met remeasurementfassets

repaid {216) (3N {193) (440)  {11,086) (271} (436} (11,793}
Net change in accrued

interest - - - - (18 - {25) {43
Unwinding of discount - - (1) (1} - - {1} {1}
Write-offs - - (251} (251) - - {251) {251}
Recavery of previously

written-off loans - - 3R7 387 - - 387 387
At December 31, 2024 530 7 89 626 64,061 61 261 54,383

The credit loss allowance for loans and advances to customers recognized in the period is impacted by a
variety of factors, details of ECL measurement are provided in Note 30, Below main movements in the table

are described:

« Transfers between Stage 1, 2 and 3 due fo balances experiencing significant increases (or decreases)
of credit risk or becoming credit-impaired in the period, and the consequent “step up” (or “step down”)
between 12-meonth and Lifetime ECL;

s Additional allowances for new financial instruments recognized during the period, as well as releases for
financial insiruments derecognized in the period;

+ Write-oifs of allowances related to assets that were written off during the period.

33



“EXPRESSBANK” OPEN JOINT-STOCK COMPANY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2025 {Centinued}
fin thousands of AZN, uniess otherwise indicalad)

The following table contains an analysis of the credit risk exposure of loans and advances to customers and
for which an ECL allowance is recognizad. The carrying amount of loans and advances to customers below
also represents the Bank's maximum exposure to credit risk on these loans.

The credit quality of loans and advances to customers is as foliows at December 31, 2025:

Stage 1 Stage 2 Stage 3 Total
Corporate loans
Less than 30 days 93617 3,418 482 97,517
30 to 90 days overdue - 597 306 903
91-180 days overdue - - 621 621
181 to A60 days overdug - - 848 848
Over 360 days overdus - - 1,533 1,633
Gross carrying amount 93,617 4,015 3,700 101,422
Credit loss allowance (899) {585) {1,529} (3.013)
Net carrying amount 92,718 3,430 2,261 98,409
Consumer loans
Less than 30 days 205,453 12,974 388 219,825
30 to 50 days overdue - 2,820 430 3,250
91-180 days overdug - - 3,427 3,427
181 to 360 days overdue - - 2,704 2,704
QOver 360 days overdue - - 457 487
Gross carrying amount 206,453 15,804 7,426 220,683
Credit loss allowance {6,710) {3,371} {2,040) {12,121)
Net carrying amount 199,743 12,433 5,386 217,562
Morigage loans
L ess than 30 days 114,744 - - 114,744
30 to 90 days overdue - 3,345 - 3,345
91-180 days overdug - - 1,161 1,161
181 to 360 days overdue - - - -
Gross carrying amount 114,744 3,346 1,164 119,250
Credit loss allowance {(259) {41) {264) (564)
Net carrying amount 114,485 3,304 ey 118,686
Micro-business loans
Less than 30 days 99,648 385 184 100,247
30 to 90 days averdue - 424 18 442
91-180 days overdue - - 546 5486
181 to 360 days overdue - - 222 222
Over 360 days overdue - - i79 179
Gross carrying amount 99,6848 8098 1,149 101,608
Credit loss allowance (511) (3} {35) (553)
MNeat carrying amount 99,137 a06 1,110 101,053
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The credit quality of loans and advances to customers s as follows at December 31, 2024:

Stage 1 Stage 2 Stage 3 Total
Corporate loans
Less than 30 days 107 244 233 1,258 108,733
30 to 90 days overdue - 2,055 483 2,538
91-180 days overdue - - 286 286
181 to 360 days overdus - - 577 577
Over 360 days overdue - - 534 534
Gross carrying amount 107,244 2,288 3,136 112,668
Credit loss allowanca (846} (337) (1,077) {2,260}
Neot carrying amount 106,398 1,951 2,059 110,408
Consumer loans
Less than 30 days 291,723 7,128 288 219,119
30 to 90 days overdue - 3,224 24 3,248
91-180 days overdus - - 142 112
181 to 360 days overdue - - 1,184 1,184
Cver 360 days overdue - - 390 380
Gross carrying amount 211,723 10,352 1,878 224,053
Credit loss zllowance {2,683} {3,244) {1,310) (7.237)
Net carrying amount 209,040 7.108 660 216,816
Mortgage loans
Lass than 30 days 108,172 - - 108,172
30 to 90 days overdue - 179 - 179
91-180 days overdus - - 250 250
181 to 360 days overdue - - 237 237
Gross carrying amount 108,172 179 487 108,838
Credit loss allowance {82) - (146} (228)
Met carrying amount 108,080 179 341 108,610
Micro-business loans
Less than 30 days 64,061 ] - 64,070
30 to 90 days overdue - 52 133 1685
91-180 days overdue - - 45 45
181 io 360 days overdue - - - -
QOver 360 days overdue - - B3 83
Gross carrying amount 64,061 61 261 64,383
Credit loss allowance {530) B! 89 (626)
Net carrying amount 63,531 54 172 63,757
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“EXPRESSBANK” OPEN JOINT-STOCK COMPANY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2025 {Continued)
{in thousands of AZN, unfess otherwise indicaled)

Econamic sector risk concentrations within the customer loan portfolio are as follows:

2025 2024
Amount % Amount %

Individuals 338,814 £3.24 330,556 66.17
Trade and services 139,275 26.00 129,107 25.684
Agriculture and food processing 29,752 5.55 14,543 291
Manufacturing 22,849 427 18,026 3.581
Real estate 3,832 072 4,817 0.96
Construction 1,183 0.22 1,383 0.28
Energy . 0.00 1,149 0.23
Total loans and advances to

customers 535,710 100.00 489,591 100.00

As at December 31, 2025 and 2024 the Bank had no single borrowers with outstanding loan balance above
10% of total capital (Note 33).

In accordance with the Central Bank of the Republic of Azerbaijan requirements, loans may only be written
off with the approval of the Board of Directors and, in certain cases, with the respective decision of the Court.

The amount and type of ccllateral required depend on an assessment of the credit risk of the counterparty.
Guidelines are implemented regarding the acceptability of types of collateral and valuation parameters.

Management monitors the market value of collateral, requests additional collateral in accordance with the
underlying agreement, and monitors the market value of collateral obtained during its review of the adequacy
of the expected credit losses.

The Bank's policies regarding obtaining collateral have not significantly changed during the reporting period

and there has been no significant change in the overall quality of the collateral held by the Bank since the
prior period.
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“EXPRESSBANK” OPEN JOINT-STOCK COMPANY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2025 (Continued)
{in thousands of AZN, unless otherwise indicated)

Description of collateral held for loans and advances to customers is as follows at December 31, 2025:

Corporate Consumer Morigage Micro- Total
loans loans loans business
loans

Residantial real estate 47,165 g02 118,586 40,698 207,052
Ceash deposits - 5,470 - - 5,470
QOther assets 32,759 41,700 - 26,654 101,113
Total 79,924 47,772 118,586 87,353 313,635
Unsecured exposures* 18,485 169,790 100 33,700 222075
Total loang and advances to

customars (amount

representing exposure to

credit risk for each class of

loans and advances) 98,409 217,562 118,686 101,053 535,710

Description of collateral held for loans and advances to customers is as follows at December 31, 2024:

Corporate Consumer Morigage Micro- Total
loans loans loans business
loans

Residential real estate 88,654 947 108,610 32,448 230,659
Cash deposits 423 4,035 - 20 4,548
QOther essels 7,055 24,851 - 3,557 35,463
Total 96,132 29,833 408,610 36,095 270.670
Unsacured exposures® 14,276 186,983 - 27 662 228,921
Total laans and advances to

cusftomers (amount

representing exposure to

credit risk for each class of

loans and advances} 110,408 218,816 108,610 63,757 499,591

* Collateralized loans by third-party guarantees are included in unsecured exposures.

Olher assets mainly include a car, equipment and precious metals. The carrying value of loans was allocated
based on liquidity of the assels faken as collateral.

The extent to which collateral and other credit enhancements mitigate credit risk for loans and advances to
customers that are credit-impaired, is presented by disclosing collateral values separaiely for (i) lhose assets
where collateral and other credit enhancemenis are equal to or exceed camying value of the asset ("over-
collateralized assets”) and (ii) those assets where collateral and other credit enhancements are less than the
carrying value of the asset (*under-collateralized assets”).
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“EXPRESSBANK” OPEN JOINT-STOCK COMPANY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2025 {Continued)
(in thousands of AZN, unless atherwise indicated)

The effect of collaterat at December 31, 2025 is presented for all loans fn Stage 3 as follows:

Over-collateralized Under-collataralized
assets assets
Carrying value of Value of Carrying value of Value of
the assets collateral the assets collateral

Loans to corporafe customers
Corporate loans 1,860 9,739 M 171
Loans to individuals
Consumer loans 107 298 5,279 20
Mortgage loans 622 934 275 272
Micro-busingss loans 457 1,587 853 313
Total 3.146 12,556 6,508 776

The effect of collateral at December 31, 2024 is presented for all loans in Stage 3 as follows:

QOver-collaieralized Under-collateralized
assats assets
Garrying value of Vatue of Carrying value of Value of
the assets cellaleral the assets collaterat

Loans to corporate customers
Corporate loans 1,585 9,245 474 214
Loans to individuals
Consumer loans 21 242 647 g
Mortgage loans 341 749 - -
Micro-business loans 163 568 9 -
Total 2,110 10,796 1,130 223
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“EXPRESSBANK" OPEN JOINT-STOCK COMPANY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2025 (Continued)
(in thousands of AZN, unfess otherwise indicated)

Revaluation of vehicles

From December 13, 2013, the Bank has changed its accounting policy for measurement of vehicles to the
revaluafion model. The last revaluation was performed in April 2024, aiming to revalue vehicles as at
December 31, 2023,

Fair value of the vehicles was determined by using market comparable method. This means that valuaticns
performed by the valuator are based on market transaction prices, adjusted for difference in the nature,
iocation or condition of the specific property. The valuation process for vehicles required certain assumptions
to be made. The assumptions in the valuation process included considerations such as the estimated
remaining useful life of the vehicles, potentiai obsolescence faclors, and any known impairments. These
assumptions were based on reliable and relevant information, historic data, and expert judgment.

As at December 31, 2025 and 2024, Management assessed whether there were any significant changes in
the fair value of vehicles and concluded that the net book vaiues did not materiaily differ from their fair values
at the respective reporting dates.

13. INTANGIBLE ASSETS

The movements in intangible assets were as follows;

Licenses Computer Total
software

Cost
January 1, 2024 1,872 5,280 7,252
Additions “ 12 12
Dacember 31, 2024 1,972 5,202 7,264
Additions 24 - 24
December 31, 2025 1,986 5,252 7,288
Accumulated amortization
January 1, 2024 {1,437} (4,178) {5,615}
Amortization charge for the year (120} {267) (387}
Decembar 31, 2024 {1,557) (4,445} ({6,002)
Amortization charge for the year (a1) (352} (443)
December 31, 2025 (1,548) {4,797) (6,445)
Net book value
December 31, 2025 348 495 843
December 31, 2024 415 847 1,262

As at December 31, 2025, intangible assets amounting to AZN 3,850 (2024: AZN 3,485) were fully amortized.
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“EXPRESSBANK” OPEN JOINT-STOCK COMPANY

NOTES TO THE FINANCIAL STATENENTS
FOR THE YEAR ENDED DECEMBER 31, 2025 (Continued)
(in thousands of AZN, unless oftherwise indicated)

14. RIGHT-OF-USE ASSETS AND LEASE LIABILITIES

The right-of-use assets by class of underlying items is analysed as follows:

Office premisas Warehouse Total
January 1, 2024 6,055 483 6,638
Additions 1,611 - 1,611
Modifications 250 - 250
Depreciation charge for the year {1,648) {142} {1,790)
December 31, 2024 6,268 n 8,809
Maodifications 2,904 12 2,216
Depreciation charge for the year {2,439} {160) {2,599)
December 31, 2025 6,733 193 6,926
December 31, December 31,
2025 2024
{ ease ligbilifies (current) 2,049 2,644
Legse liabilities (non-current) 3,471 3,264
Total lease liabilities 5,520 5,908

The Bank leases office premises and a warehouse. Rental contracts are typically made for fixed periods of
1to 7 years.

Future minimum Jease paymenis as at December 31, 2025 were as follows:

Minimum lease payments

Within one year  One to seven Tatal
years
Lease paymants 2,133 4,148 5,281
Finance chames (B84) 677) {761)
Net presant value as at December 31, 2025 2,049 347 5,520

Future minimum lease payments as at December 31, 2024 were as follows:

Minimum fease payments

Within one year One to seven Total
years
| ease paymants 2,214 4,180 7,094
Finance chames (270) {916} {1,186}
Net present value as at December 31, 2024 2,844 3.264 5,808
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“EXPRESSBANK” OPEN JOINT-STOCK COMPANY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2025 {Continued)
{in thousands of AZN, uniess otherwise indicaled)

A reconciliation of the opening and ciosing amounts of lease liabilities with relevant cash and non-cash
changes frem financing activities is stated below:

2025 2024
January 1 5,008 5,322
Changes from financing cash flows
Repayments {3,772) {1,856}
Other changes
Mew |leases - 1,611
Muodifications 2916 250
Interest expense 468 581
December 31 5,520 5,908

The lease agreements do not impose any covenants other than the security interests in the leased assets
that are held by the lessor. Leased assets may not be used as collateral for borrowings.

Extension options. Some leases of office premises and branches contain extension options exercisable by
the Bank up to cne yvear before the end of non-canceliable contract period. Where practicable, the Bank
seeks fo include extension options in new leases ta provide operational flexibility. The extension options held
are exercisable only by the Bank and not by lessors. The Bank assesses at lease commencement date
whether it is reasonably certain to exercise the extension options. The Bank reassesses whether it is
reascnably certain to exercise the options if there is a significant event or significant changes in
circumstances within its confrol.

Expenses relating to short-term feases and to leases of low-value assets are included in generai and
administrative expenses:

Decembear 31, December 31,
2025 2024
Expense relating fo short-term leases 389 405
Expense relating to leases of low-value assets 260 667
Total expenses relating to short-term and low-value leases 649 1,072
15. OTHER ASSETS AND LIABILITIES
Other assets comprise:;
Dacember 31, December 31,
2025 2024
Other financial assets
Funds in settlement 5,698 5,707
Receivable from intemediaries 1,427 1,405
B125 7112
Dther non-financial assets
Prepayments for services 2 698 1,707
Prepayments for purchase of property and equipment 596 556
Prepayments for purchase of infengible assets 28 48
3,220 2,311
Total other assets 11,345 9,423
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“EXPRESSBANK” OPEN JOINT-STOCK COMPANY

NOTES TG THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2025 {Continued)
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Other liabilities comprise:

December 31, Dacermnber 31,
2025 2024

Other financial liabilifies
Funds in setilement 8,376 4,483
Accrued expensas 1,072 311
Payables for purchase of property and equipment 207 522

9,655 5,316
Other non-financial liabilities
Payable to employees 1,577 2,596
Payables to the State Social Protection Fund 839 1,003
Taxes payabie 309 189
Pravision for cradit-related commitments 128 233

2,853 4,021
Total other liahiliies 12,508 9,337
16. AMOUNTS DUE TO FINANCIAL INSTITUTIONS
Amounts due to financial institutions comprise:

December 31, Decembear 31,
2025 2024
{raclasgified)

Time deposits 45,468 55,082
Current accounts 1,870 1,982
Total amounts due to financial institufions 47,338 57,064

As at December 31, 2025 time deposits of amounts due to financial institutions include placements by non-

resident banks (December 31, 2024: 1 bank).

Included in amounts due to financial institutions in the amount of AZN 2,021 and AZN 1,422 as at

December 31, 2025 and 2024, respectively is accrued interest payable.

17. AMOUNTS DUE TO CUSTOMERS

Amounts due to customers include the following:

Dacember 31, December 31,
2025 2024
{reclassified)
Time deposits 223,317 160,014
Current accounts BB,061 104,319
Total amounts due to customers 314,398 264,333
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2025 {Continued)
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As at December 31, 2025, time deposits were amounts due to customers with annual interest rates of 1.5 to
12% (December 31, 2024: 1.5 to 12%) and maturing through 2028 (December 31, 2024: maturing through

2027).

As at December 31, 2025, amounts due to customers of AZN 193,899 or 6% (December 31, 2024: AZN 14 141
or 5%) of total amounts due to customers were amounts due to the 10 largest customers.

Included in amounts due {0 customers in the amount of AZN 17,644 and AZN 11,904 as at December 31,
2025 and 2024, respectively are deposits blocked as collateral for loans issued.

Included in amounts due to customers in the amourt of AZN 7,513 and AZN 3,689 as at December 31, 2025

and 2024, respectively is accrued interest payable.

Amounts due to customers include accounts with the following types of customers:

December 31, December 31,
2025 2024
Individuals 264,483 204,983
Private enterprises 38,990 45,282
individual entrepreneurs 9,438 9,334
State and budgetary organizations 487 4,734
Total amounts due to customers 311,398 264,333
Economic sector concentrations within amounts due fo customers are as follows:
December 31, Decemhber 31,
2025 2024
Individuals 264,483 204,983
Trade and services 26,728 38,375
Individual entrepreneurs 9,473 9,334
Transportation and communication 4.410 5,853
Industrial and manufacturing 2,710 3,067
Construction 1,180 1,503
Agriculiure B8 1,047
State organizafions 806 553
Energy 43 238
Qthers 589 1,782
Total amounts due to customers 311,398 264,333
18. BORROWED FUNDS
December 31, December 31,
2025 2024

Azerbaijan Mortigage and Credit Guarantee Fund 117,270 107,200
Business Development Fund of the Republic of Azerbaijan 37,437 27 627
The Agrarian Credit and Development Agency 2,431 1,851
Totai borrowed funds 157,138 136,678
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“EXPRESSBANK” OPEN JOINT-STOCK COMPANY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2025 (Continued)
{in thousands of AZN, unless otherwise indicated)

As at December 31, 2025 the Bank had loans borrowed from Azerbaljan Morigage and Credit Guarantee
Fund, Business Development Fund of the Republic of Azerbaijan and the Agrarian Credit and Development
Agency under the Ministry of Agriculture amounting fo AZN 117,270 (December 31, 2024: AZN 107,200),
AZN 37 437 (December 31, 2024: AZN 27,627), AZN 2,431 (December 31, 2024: AZN 1,851} maturing
through April 2055, March 2031, April 2030 (December 31, 2024: August 2053, December 2028, November
2028) and bearing annual interest rates of 1 fo 4%, 1 10 2%, 2 to 3.6% (December 31, 2024: 1 {o 4%, 1 to
2%, 2 fo 3.6%), respeciively.

The Management believes that there are no other financial instruments similar to borrowed funds from
Azerbaijan Mortgage and Credit Guarantee Fund, Business Development Fund of the Republic of Azerbaijan
and the Agrarian Credit and Development Agency under the Ministry of Agriculture and considers this market
as a separate market.

Included in borrowed funds in the amount of AZN 471 and AZN 320 as at December 31, 2025 and 2024,
respectively is accrued interest payable.

2025 2024
January 1 136,678 123,696
Cash flows
Proceeds 45,257 32,843
Repayment {24,848) (20,221)
Interest paid (3.891) {3,136)
Non-cash changes
Interest expensea 4,042 3,496
December 31 167,138 136,678
19. REPURCHASE AGREEMENTS WITH FINANCIAL INSTITUTIONS
Repurchase agreements with financial institutions comprise:

December 31, December 31,
2025 2024

Repurchase agreements with financial institutions - 11,695
Total repurchase agreaments with financial institutions - 11,695

As at December 31, 2025, the Bank had no repurchase agreements outstanding {December 31, 2024: at
interest rates 6.25 to 6.9% at the Baku Stock Exchange). Accordingly, no amounts were payable under
repurchase agreaments as at December 31, 2025 (December 31, 2024: AZN 11,685).

The Bank pledged investment securities as collatera! that it was not allowed to sell or repledge. Refer fo
Note 10.

As at December 31, 2025, the fair value of financial assets pledged as coliateral under repurchase
agreements amounted to nil (December 31, 2024: AZN 11,656).

Inciuded in repurchase agreements with financial institutions in the amount of nil and AZN §7 as at
December 31, 2025 and 2024, respectively is accrued interest payable.
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FOR THE YEAR ENDED DECEMBER 31, 2025 {Continued)
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20. DIVIDENDS PAYABLE TO THE SHAREHOLDERS AND SHARE CAPITAL

Number of Ordinary Total
outstanding shares
shares
At January 1, 2024 305,256 112,545 112,545
At Decermnber 31, 2024 305,256 112,545 112,545
At December 31, 2025 305,256 112,545 112,545

As at December 31, 2025, the number of issued and fully paid ordinary shares is 305,256 (December 31,

2024: 305,256).

The share capital of the Bank wag contributed by the shareholders in AZN, and they are entitled to dividends

and any capital distribution in AZN.

2025 2024
January 1 - 5,462
Dividends daclared 19774 3,202
Dividends paid {10,814) (8,684)
December 31 8,960 -
21. INTEREST INCOME AND EXPENSE
Interest income and expense comptrise:
December 31, December 31,
2025 2024
[reclasgified)
Interest income calculated using the effective interast method
t pans and advances to customers 77,988 64,217
Investment securities 2,734 2,41
Cash and ¢ash equivalents 7497 773
Amounts due from financial institutions 320 115
Guarantees issued 249 260
Tota! interest income 82,089 67,776
Interest expense calculated using the effective interest method
Amounts due to cusiomers {20,952) (11,905)
Amounts due to financial institutions (4,384} {3,638)
Borrowed funds {4,042} {3,498)
Lease liabilities (468) {581}
Repurchase agreemenis with financial institutions (177) {816}
Total interest axpense {30,023) (20,436)
Net interest income 52,066 47,340

46



“EXPRESSBANK” OPEN JOINT-STOCK COMPANY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2025 {Continued)
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22, RECOVERY/{(CHARGE) OF EXPECTED CREDIT LOSSES

The movements in charge of expected credit losses on financial assets were as foilows:

December 31, December 31,
2025 2024
Loans ang advances to customers (9,378) (8,121)
Investment securities 44 42
Tolal charge of expected credit losses on financial assets {9,334) {6,079)

The movements in recovery/(charge) of expected credit losses on credit-related commitments were as
foltows:

December 31, December 31,
2025 2024
Undrawn loan commitments 108 {128}
Guarantees issued )] a2z
Total recovery/{charge) of expected credit losses on credit-related
commitments 105 (98)

Provisions for guarantees and undrawn loan commitments are recerded in other labilities (Note 15). For the
breakdown of total credit-related commitments and credit quality disclosure refer to Note 28.

23. FEE AND COMMISSION INCOME AND EXPENSE

Fee and commission income and expense comprise:

December 31, December 31,
2025 2024
(reclassified)

Fee and commission income

Plastic card operations 7,177 7,670
Settlement operations 4,143 4,039
Cash operations 3,357 3,184
Foreign currency operations 1,071 1,281
Others 204 209
Total fee and commission income 15,952 16,383

Fee and commission expense

Plastic card operations {9,831} (9,393)
Settlement operations {924} (1,107)
Cash operations {54} {51}
Others {86) (101)
Total fae and commission expense {16,895) (10,652)
Net fee and commission income 5,087 57
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24. PERSCNNEL EXPENSES

Persannel expenses comprise:

December 31, Decamber 31,
2025 2024
Salaries and bonuses {20,205) {19,402)
Social security costs (3,926) (3.502)
Other employment costs {485) (321)
Total personnel expenses (24,616} {23,225)
25, GENERAL AND ADMINISTRATIVE EXPENSES
General and administrative expenses comprise:
December 31, December 31,
2025 2024
Depreciation and amortization expense {5,058} (3,720}
Software costs {2,443} {2,078)
Accrual to Azerbaijan Deposit Insurance Fund (1,744) (1,336)
Marketing and advertising expenses {1,604) {1,805)
Security expenses (1,003) {967}
Communication expenses {820) (641}
Repeir and maintenance expenses {781) {665)
Occupancy and rent expenses (649} {1,072)
Legal and consultancy expenses {491} {459)
Printing and office supplies expenses 477} (496)
Utility expenses {203) {190}
Vehicle running costs {153) (154)
Taxes ofther than income tax (144) {152}
Business travel and related expenses (124) (197)
Cther expenses (404} (792)
Total general and administrative expenses (16,098) {14,720)
26. TAXATION
Income tax expense comprises:
December 31, Decembear 31,
2025 2024
Current income tax expense (2,411) (3,084)
Defered income tax benefit 7y 274
Total income tax expense (2,084) {2,820)

Azerbaijani legai entities have to file individual corporate income tax declarations. Standard corporate income
tax rate is 20% for the years ended December 31, 2025 and 2024,
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Reconciliation of effective income tax rate for the years ended December 31, 2025 and 2024 is as follows:

December 31, December 31,
2025 2024
Profit hefore income tax 10,218 13,7680
lncome tax at the applicabie income tax rate {2,044) {2,756)
Non-deductible expenses {50) {64}
Total income lax expense {2,094} (2,020)

Deferred income tax assets and liabilities and their movements for the respective years comprise:

January 1, Credited to December 31,
2025 profit or l0ss 2025

Tax effect of deductible/{taxable) ternporary differences

Property and equipment 2,353 (249) 2,104
Lease liabilities 1,181 {321) 360
Intangible assets 279 g8 a6T7
Other assets 872 176 1,048
Right-of-use assets (1,322) 520 (802)
Foreclosed properly (252) (3) (255)
Loans and advances to customers (503) 382 {121)
Investment securities 31 (76) (45}
Other liabilities (370} (200} (570)
Net deferred income tax asset 2,269 3T 2,586

January 1, Credited to December 31,
2024 profit or loss 2024

Tax effect of deductible/{taxable} temporary differences

Property and equipment 2,557 (204) 2353
Lease liabilities 1,065 116 1,181
intangible assets 279 - 279
Investment securitias as (8} 31
Other assels 787 as 872
Right-of-uee assals (1,680) 358 {1,322}
Loans and advances to customers {351) (152) (503)
Foreclosed property (252} - (252)
Other labilities (448} 79 {370)
Net deferred income tax asset 1,885 274 2,269
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27. EARNINGS PER SHARE

Basic earnings per share are calculated by dividing the profit or loss attributable to owners of the Bank by
the weighted average number of ordinary shares in issue during the year, excluding treasury shares.

The Bank has no dilutive potential ordinary shares; therefore, the diluted eamnings per share equal the basic
earnings per share. Earnings per share are calculated as follows:

December 31, Decembar 31,
2025 2024
Net profit for the year attributable to ordinary shareholders 8,124 10,960
Weighted average number of ordinary shares in issue (thousands) 305 305
Basic and diluted earnings per ordinary share (expressed in AZN per
share} 26.64 35.93

28. COMMITMENTS AND CONTINGENCIES

Legal proceedings. In the crdinary course of business, the Bank is subject to legal actione and complaints.
Management believes that the uitimate liabifity, if any, arising from such actions or complaints will not have
a material adverse effect on the financial condition or the resuls of future opéerations of the Bank.

Taxation. The taxation system in Azerbaijan is prone to frequent changes in legislation. Official
interpretations and rulings of the ambiguous tax law provisions are not made public and are often unclear,
contradictory and open to various interpretations. Taxes are subject to review and investigation by various
levels of authorities, which have the authority to impose severe fines and interest charges. A fax year
generally remains open for review by the tax authorities for three subsequent calendar years; however, under
certain circumstances e tax year may remain open longer.

Management believes that it has provided adequately for tax Habilities based on ils interpretations of
applicable tax legislation, official pronouncements and court decisions. However, the interpretations of the
relevant authorities could differ and the effect on these financial statements, if the authorities were successful
in enfarcing their interpretations, could be significant.

Compliance with the Central Bank of the Republic of Azerbaijan ratios

The CBAR requires banks to maintain certain prudential ratios computed based on statutory financial
statements. Management believes that the Bank was in compliance with these ratios as at December 31,
2025 and 2024 (Note 33).

Credit-refated commitments. The primary purpose of these instrumenils is to ensure that funds are available
to a customer as required. Guarantees and standby letters of credit, which represent imevocable assurances
that the Bank will make payments if 2 customer cannot meet its obligations to third pariies, carry the same
credit risk as Ioans. Documentary and commercial letters of credit, which are written undertakings by the
Bank on behalf of a customer authorising a third party to draw drafts on the Bank up to a stipulated amount
under specific terms and conditions, are collateralized by the underlying shipments of goods to which they
relate or cash deposits and, therefore, carry less risk than a direct borrowing.

Commitments to extend credit represent unused portions of authorisations to extend credit in the form of
loans, guarantees or letters of credit. With respect to credit risk on commitments to extend credi, the Bank
is potentially exposed to loss in an amount equal to the total unused commitments, if the unused amounts
were to be drawn down. However, the likely amount of [oss is less than the total unused commitments since
most commitments to extend credit are contingent upon customers maintaining specific credit standards.
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The Bank monitors the term to maturity of credit-related commitments because longer-term commitments
generally have a greater degree of credit risk than shorter-term commitments.

Qutstanding credit-related commitments are as follows:

December 31, December 31,
2025 2024

Credit-related commitments

Undrawn lgan commitments 17,434 18,002
Guarantees issued 7.036 9,152
Total 25,370 27,154
Less: provisions for credit-related commitments (Note 15) (128) {(233)
Total credit-related commitments, net of provision 25,242 26,921

As at December 31, 2025 and 2024 all credit-refated commitments are at Siage 1.

insurance. The Bank has not currently obfained insurance coverage related to liabilities arising from errors
or omissions.

29. SEGMENT ANALYSIS

The segment information allows users of its financial statements to evaluate the nature and financial effects
of the business activities in which an entity engages and the economic environments in which it operates.
The Bank prepares its segment information in accordance with the “management approach’, which requires
presentation of the segments on the basis of the internal reports about components of the entity which are
regularly reviewed by the chief operating decision maker. it follows the organizational structure, which is the
basis for assessing the financial performance of the business segments and for allocating resources to the
business segments. This matter is regulated by [FRS 8 Operating Segments and other standards that require
special disclosures in the form of segmental reporting.

Information reported to the chief operating decision maker for the purposes of resource allocation and
assessment of segment performance focuses on types of services delivered or provided. For managerial
purposes, the Bank is organized into three operating segments:

- Corporate banking — direct debit faciliies, current accounts, deposits, overdrafts, loan and other credit
facilities, foreign currency and derivative products.

- Retail banking — individual banking services, customer current accounts, savings, deposits, investment
savings, credit and debit cards, consumer loans and morigages.

- Treasury — interbank lending and borrowings, securities trading, foreign exchange services and other
treasury functions.

No operating segments have been aggregated to form the above reportable operating segments.
Management monitors the operating results of its business units separately for the purpose of making
decisions about resource allocation and performance assessment. Segment performance is evaluated based
on operating profit or loss. Income taxes are also managed on a segment basis and are allocated to operating
segments. Transfer prices between operating segments are on an arm’s length basis in 2 manner similar to
transactions with third parties.
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The follawing table presents income and profit information regarding the operating segments of the Bank for
the year ended December 31, 2025:

Notes Retail Corporate Treasury Unallocated Total
banking banking

Interest income 21,32 67,859 10,379 3,851 - 82,089
Interest expense 21,32 (23,876) {1,016) {5,131) - {30,023)
Net interest incomei{loss) 21 43,983 9,363 {1.280) - 52,066
Recovery/(charge) of expecled

credit losses on financial assels 22 {9,446) 48 G4 - {9,334)
Net interest income!/(loss} 34,537 9411 {1,216) - 42,732
Fee and commission income 23,32 11,605 4,347 - - 15,952
Gains lass losses from trading in

foreign currencies 1,824 278 103 - 2,205
Other income, net 165 1,031 - 1,196
Non-interest income 13,593 4,628 1,134 - 19,353
Fee and commission expense 23,32 {9,831} (924) (140) - {10,895)
Net loss from foreign currency

transiation differenceas - - {12} - {12}
Personnezl expenses 24,32 {6,197) {3,722) (407) {14,290) (24,618)
General and adminisirative

expenses 25 - - - {16,098) {16,098}
Change in fair value of

foreclosed property (351) - - - {(351)
Recovery of ECL on credit-related

commitments 22 74 25 G - 105
MNon-interest expenses {16,305) {4,621} {553) (30,388} {51,867)
Profit/{loss} befora income tax 31,825 0,426 (635) {30,388) 10,218
Income tax {expense)/benefit 26 (6,522) {1,930} 130 6,228 {2,084)
NET PROHT/LOSS) FOR THE

YEAR 25,303 7,486 (505} {24,160) B124
Total assels 552776 84 547 31,370 - 868,693
Total liabilities 448,758 68,637 25,467 - 542,862
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The following table presents income and profit information regarding the operating segments of the Bank for
the year ended December 31, 2024:

Notes Retail Corporate  Treasury  Unallocated Total
banking banking

interest income 21,32 65,808 8,668 3,299 - 67,776
Interest expense 21,32 {14,398) {334) {5,704} - {20,436)
Net intarest income/(loss} 21 41,410 8,335 {2,405) - 47,340
Recovery/(cherge) of expecied

credit losses on financial aseets 2 (6,152} 31 42 - (6,079)
Net interest income/{loss) 35,258 8,366 (2,363) - 41,261
Fee and cormmission income 23,32 11,875 4,508 - - 16,383
Gains less losses from frading in

foreign currencies 2,213 545 208 - 2,966
Other income, net 584 - 1,044 - 1,928
Non-interest income 14,972 5,053 1,252 - 21,277
Fee and commission expense 23,32 {9,393) {1,107} {152) - {10,652)
Net loss from foreign currency

translation differences - - {65) - (65)
Personnel expenses 24, 32 (5,508) {3,907) (448} (13,361) {23,228)
General and administrative

EXPEnses 25 - - - (14,720) (14,720)
Recovary/{charge) of ECL on

credit-related commitments 22 {7 2N 2 - (86)
Non-interest expenses {14,978} {5,035} {663) (28,081) {48,758)
Profit’{loss) befora income tax 35,252 8,384 (1,774} (28,081) 13,780
Income tax {expense)/hensafit 26 {4,952) 174 564 4,394 {2,820}
NET PROFITALOSS) FOR THE

YEAR 30,300 8,558 {1,210) {26,6B7) 10,960
Total assets 506,144 83,319 30,246 2,787 622,496
Total liabilifies 399,020 62,283 23,702 - 485,015
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30. RISK MANAGEMENT
introduction

Risk is inherent in the Bank's activities, but it is managed through a process of cngeing identification,
measurement and monitoring, subject to risk limits and other controls. This process of risk management is
critical fo the Bank’s sustainability and profitability and each individual within the Bank is accountable for the
risk exposures relating to his or her responsibifities. The Bank is exposed to credit, liquidity, market and
operating risks.

The independent risk control process does not include business risks such as changes in the environment,
technology and industry. They are monitored threugh the Bank's strategic planning process.

Risk management structure

The Board of Directors is uliimately responsible for identifying and controlling risks; however, there are
separate bodies responsible for managing and monitoring risks.

Board of Directors

The Board of Direclors is responsible for the overall risk management approach and for approving the risk
strategies and principles.

Management Board
The Management Board has the responsibility to monitor the overall risk process within the Bank.
The Assels and Liabilities Management Committea {“ALMC")

The ALMC is responsible for the development and implementation of strategy and fools related to all aspects
of financial management of the Bank.

Risk Committee

The Risk Commitiee has the overall responsibility for the development of the risk strategy and implementing
principles, frameworks, policies and limits. If is responsible for the fundamental risk issues and manages and
monitors relevant risk decisions.

Risk Management

The Risk Management Unit is responsible for implementing and maintaining risk-related procedures fo
ensure an independent control process.

Bank Treasury

Bank Treasury is responsible for managing the Bank's assets and liabilities and the overall financial structure.
It is also primarily responsible for the funding and liquidity risks of the Bank.

internal Audit

Risk management processes throughout the Bank are audited annually by the internal audit function that
examines both the adequacy of the procedures and the Bank's compliance with the procedures. Internal
Audit discusses the resuils of all assessments with management and reports its findings and
recommendations fo the Board of Directors.

Risk measurement and reporting systems. The Bank's risks are measured using a method which reflects
both the expected loss likely to arise in normal circumstances and unexpected losses, which are an estimate
of the ultimate actual loss based on statistical models. The models make use of probabilities derived from
historical experience, adjusted fo reflect the economiz environment. The Bank also runs worst-case
scenarios that would arise in the event that extreme events which are unlikely to occur do, in fact, occur.
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Monitoring and controlling risks are primarily performed based on limits established by the Bank. These limits
reflect the business strategy and market environment of the Bank as well as the level of risk that the Bank is
willing to accept, with additional emphasis on selected industries. In addition, the Bank monitors and
measures the overall risk-bearing capacity in relation to the aggregate risk exposure across all risk types and
activities. Information compiled frem all the businesses is examined and processed in order to analyse,
control and identify early risks. On a regular basis detailed reporting of industry and customer risks takes
place.

Excessive risk concentration. Concentrations arise when a number of counterparties are engaged in
similar business activities, or activities in the same geographic region, or have similar economic features that
would cause their ability to meet contractual obligations to be similarly affected by changes in economic,
political or other conditions. Concentrations indicate the relative sensitivity of the Bank’s performance to
developments affecting a particular industry or geographical location.

In order io avoid excessive concentrations of risks, the Bank's policies and procedures include specific
guidelines to focus on maintaining a diversified portfolio. {dentified concentrations of credit isks are coniralied
and managed accordingly.

Credit risk

Credit risk is the risk that the Bank will incur a loss because its customers, clients or counterparties fail to
discharge their contractual obligations. The Bank manages and controls credit risk by setting limits on the
amount of risk it is wiling to accept for individual counterparties and for geographical and industry
concentrations, and by monitoring exposures in relation to such limits.

The Bank has established a credit quality review process to provide early identification of possible changes
in the creditworthiness of counterpariies, including regular collateral revisions. Counterparty limits are
established by the use of a credit risk classification system, which assigns each counterparty a risk rating.
Risk ratings are subject to regular revision. The credit quality review process allows the Bank fo assess the
potential loss as a result of the risks to which Tt is exposed and take corrective action. The Bank actively uses
collateral to reduce its credit risks.

Credit-related commitments risks. The Bank makes available to its customers guarantees which may
require the Bank to make payments on their behalf. Such payments are collected from customers based on
the terms of the letter of credit. They expose the Bank to similar risks to loans and these are mitigated by the
same control processes and policies. The maximum exposure to credit risk for the components of the
statement of financial position is best represented by their carrying amounts.

Where financial instruments are recorded at fair value, the amounts shown above represent the current credit
risk exposure but not the maximum risk exposure that could arise in the future as a result of changes in
values. For more details on the maximum exposure to credit risk for each class of financial instrument,
references shall be made fo the specific notes.

Expected credit ioss (ECL} is a probability-weighted estimate of the present value of future cash shortfails
(i.e., the weighted average of credit losses, with the respeclive risks of default occurring in a given time period
used as weights). An ECL measurement is unbiased and is determined by adjusting risk of default fo the
expectations on development of macroeconomic situation in future. ECL measurement is based on four
components used by the Bank: Probability of Default (“PD"), Exposure at Default (‘EAD"), Loss Given Default
("LGD") and Discount Rate.

The ECL measurement for guarantees and loan commitments includes the same steps as described above
for on-balance sheet exposures and differs with respect to EAD calculation. The EAD is the amount of the
commitment (“E") in case of Stage 1 deals {sum of on- and off-balance exposures), and on-balance
exposures as all commitment products are revocable within 30 days.
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Default definition and Stage 2 criteria. The Bank defines default and Stage 3 exposures as a situation
when the exposure meets one or more of the following criteria:

« The loan was 90+ days overdue at any point within the considered time horizon;

¢ The ioan was restructured less than 8 months prior to the considered date and became 31-90 days
overdue;

« Any other relevant management information on default situation deterioration on the customer.

The Bank defines a bank in defauit and Stage 3 exposures as a situation when the exposures meet one or
more of the following criteria:

* Any days past due;
»  Any other relevant information available on borrower bankruptcy or default.

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

The Bank has three approaches for ECL measurement: (i} assessment on an individual basis; {ii) assessment
on a portfolio basis: the same credit risk parameters (e.g., PD, LGD) will be applied during the process of
ECL calculations for the same credit risk ratings and homogeneous segmenis of the loan portfolio; and (iii)
assessment based on external ratings.

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

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

Leaving default status depends on curing period of 3 months from the moment when defauit triggers were
removed. This logic has been determined based on an analysis that considers the likelihood of a financial
instrument returning to default status after curing by using different possible definitions of cures.

Staging. The level of ECL that is recognized in these financial statements depends on which slage was
assigned to exposure from a three-stage model. A financial instrument that is not credit-impaired on initial
recognition and its credit risk has not deteriorated significantly since initial recognition has a credit loss
allowance based on 12-month ECLs {Stage 1). if a Stage 2 since initial recognition is identified, the financial
instrument is moved to Stage 2 but is not yet deemed to be credit-impaired and the loss allowance is based
on iifetime ECLs. If a financial instrument is credit-impaired, the financial instrument is moved to Stage 3 and
loss allowance is based on lifetime ECLs. The consequence of an assef being in Stage 3 is that the entily
ceases to recognize interest income based an gross carrying value and applies the asset’s effective interest
rate to the carrying amount, net of ECL, when calculating interest income,

Significant increase in credit risk. The assessment whether or not there has been a significant
deterioration in credit risk (Stage 2) since initial recognition is performed on whole portfolio. The eriteria used
to identify Stage 2 are monitored and reviewed periodically for appropriateness by the Bank's Risk
Management Depariment. The presumption, being that there has been significant deterioration in credit risk
since initial recognition when financial assets are more than 30 days past due, has not been rebutted.
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The Bank considers a financial instrument fo have experienced a Stage 2 when one or more of the following
quantitative, qualitative or backstop criteria have been mef:

For loans issued:

31-90 days overdue;

Restructured loan;

Debt-to-income ratio;

Any other relevant management information on financial situation deterioration on the customer.

For interbank operations and bonds issued by the banks:

¢ Deteriorating change in external rating;
s Monitoring suggests borrower has financial difficulties.

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

Probability of default (PD). PD is an estimate of the likelihood of default to occur ever a given time period.
Estimated lifetime PD curve for every exposure is dependent on time, credit risk rating and segment.
12-month PD is calculated as part of lifetime FD curve. Two types of PDs are used for calculating ECLs:
12-month and lifetime PD. An assessment of a 12-month PD is based on the latest available historic default
data and adjusted for supportable forward-looking information when appropriate. Lifetime PDs represent the
estimated probability of a default occurring over the remaining [ife of the financial instrument and it is a sum
of the 12 month PDs over the life of the instrument. The Bank uses different statistical approaches depending
on the segment and product type to calculate lifetime PDs and these are described below:

PDs for each segment of the bank loan book {corporate loans, retail loans and mortgages), also separately
for loans in Stage 1 and Stage 2, were calculated on the basis of a migration matrixes analysis. As through-
the-cycle (TTC) Default Rates manifest themselves over long enough period of time, the TTC PD were
determined based on the historical data of loans with a curve-fitting approach divided to separate Days-past-
due (DPD) buckets. Such long-term default curves were canstructed with an observation window of one year,
using data from December 1, 2015 to January 1, 2026. To calculate PDs, a Weibuli distribution curve was
fitted to every DPD bucket's chserved default rates.

Point-in-ime PD (PiT PD) was determined by forecasting PD based on an ARIMAX model which used
historical default rates starting from December 1, 2015 to January 1, 2026 as dependent variable. A set of
ARIMAX models of historical default rates on macroecenomic variables (with different lags) was built. Among
the built models, the most suitable ones were selected, and the forecast based on them for the next 12
months was incorporated into PiT PD. Marginal PDs for 2nd and 3rd years were taken fram Cumuiative TTC
PD estimates for 2- and 3-year periods.

External ratings. Extemnal ratings are assigned to counterparties by independent international rating
agencies, such as S&P, Moody's and Fitch. These ratings are publicly available. Such ratings and the
comesponding range of PD are applied for the following financial instruments, amounts due from financial
institutions, balances on correspondent accounts including ovemight deposits and term deposits, investment
securities.

Mastar scale credit Aisk grade Corresponding ratings of extemal Corresponding
international rating agencies PD interval
{Moady’s)
Excellent Aaa to Baa3 0.01%-0.5%
Good Ba1l o Bal 0.51% - 1.88%
Satisfactory B1, B3 1.88% - 6.93%
Special monitoring Caal+to Ca 6.893% - 98.9%
Default C 100%
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Each master scale credit risk grade is assigned a specific degree of creditworthiness:

Excelfent — strong credit quality with low expected credit risk;

Good — adequate credit guality with a moderate credit risk;

Satfisfactory — maderate credit quality with a satisfactory credit risk;

Special monitoring — facilities that require closer monitoring and remedial management; and
Defatilf — facilities in which a default has oceurred.

Loss given default (LGD). LGD is an estimate of the loss ansing on default,

The Bank uses 2 approaches to LGD calculation based on the availability of information and customer
segment:

In LGD calculation for retail loans and corporate loans without information on their collateral the bank uses
available information on historical recoveries from defaulted loans over 10 years period and performs roll
rates vintage analysis, Af the level of each defaulted loan its recoveries are discounted back to its default
date at Effective Interest Rate of the defauited loan. The recovery rates at each loan level are averaged
across all defaulted loans to arrive at average recovery rates by months in default, hence LG depending on
how long a loan is in default status.

LGD for morigage loans and secured corporate loans are calculated based on collateral value related to EAD
of the loan, The value of the collateral is reduced (“haircut) to refiect its value's potential loss due to limited
liquidity of the coltateral. This LGD is taken into account deal-by-deal when calculating ECL, with a minimum
floor of 30%.

Exposure at defauit (EAD). EAD is an estimate of exposure at a future default date, taking into account
expected changes in the exposure after the reporting peried, including repayments of principal and interest,
and expected drawdowns on committed faciities.

For revolving products EAD is the sum of the off-balance amounls to an on-balance sheet exposure in case
of Stage 1 deals. As all commitments can be revoked after 30 days past due, for Stage 2-3 deals, on-balance
exposure was used.

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

Macro-economic factors. FLI adjusiment is based on an ARIMAX madel indicators with the Bank's default
rates. The Bank used monthly macroeconomic data since January 31, 2014, tili December 31, 2025, and
forecast data for 2026. Variables with the best correlation were selecled and the following ones were used
for modelling PiT PD:

The Bank used supportable forward-looking information for measurement of ECL, primarily an outcome of
its own macro-economic forecasting model. Only one scenario was built as there's no reliable future
altemative scenario for Azerbaijan.

The most significant forward-looking assumptions that correlate with ECL level were as follows as at
Dacember 31, 2025

Consumer and Corporate and
Variable Morigage loans Micra loans
GDP YES YES

58



“EXPRESSBANK” OPEN JOINT-STOCK COMPANY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMEBER 31, 2025 (Continued)
{in thousands of AZN, unfess ofherwise indicated)

The most significant forward-looking assumptions that correlate with ECL level were as follows as at
December 31, 2024:

Consumer and Corporate and
Variable Mortgage loans Micro loans
cDP YES YES

Point in time, The ECLs that are estimated by management for the purposes of these financial statemenis
are point-in-time estimates, rather than through-the-cycle estimates. The estimates consider supportable
forward-looking information, that is, PD values are infuenced by internal bank forecasts of key
macroeconomic variables that have an impact on credit risk.

In general, ECL is the sum of the muitiplications of the fellowing credit risk parameters: EAD, FD and LGD,
that are defined as explained above and discounted to present value. The ECL is determined by predicting
eredit risk parameters (EAD, PD and LGD} for each future month during appropriate time period (which
depends on assigned stage) for each individual exposure. These three components are multiplied togethear
and adjusted for the likelihood of survival (i.e., the exposure has been repaid or defaulted in an earlier month}.
This effectively calculates an ECL for each future period that is then discounted back to the reporting date
and summed up.

Forward-fooking information incorporated in the ECL modefs. The calculation of ECLs incorporates
supportable forward-fooking information. The Bank identified certain key economic variables that correlate
with ECLs. Forecasts of economic variables {the "base economic scenario”) are provided by the Bank and
provide the best estimate of the expected macro-economic development over the nexl five years. The impact
of the relevant econaomic variables on the PD has been determined by performing statistical regression
analysis to understand the impact that the changes in these variables histerically had on the default rates.

As with economic forecast, the projections and likelihoods of occurrence are subject to a high degree of
inherent uncertainty, and therefore the actual outcomes may be significantly different to those projected. The
Bank considers these forecasts to represent its best estimate of the possible outcomes.

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

Backtesting. The Bank regularly reviews its methodology and assumptions to reduce any difference
between the estimates and the actual loss of credit. Such backtesting is performed et least once a year. The
results of backtesting the ECL measurement methodology are communicated fo Bank Management and
further steps for tuning models and assumptions are defined after discussions between authorized persons.
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Geographical risk concentrations. The geographical concentration of the Bank’s financial assets and
liabilities is set out below:

Decembar 31,
2025

December 31,
2024

Azerbafian

OECD Other

countries

Totat

Azerbajjan

OECD

Offher
countries

Total

Financial assets

Cash and cash
eguivalents

Amounts due from
finaneial
institutions

Investment
securities

Loans and
advances to
customers

Other financial
assets

28,895

17,344

39,288

535,710

4,582

14,494 1,708

2,087 -

1,360 -

3,382 51

45,087

19,411

40,648

535710

B,125

46,371

12,726

25,845

499,581

3,215

3,739 1,550

1,990 -

3,468 -

3871 28

51,660

14,716

29,313

499,581

7,112

Totak Anancial
assets

625,819

21,313 1,859

648,881

587,748

13,068 1,576

602,382

Financial
liabilities
Amounts due to
{inanciai
institutions
Amounts due to
customers
Bomowed funds
Lease liahilities
Dividends payable
to the
sharehalders
Repurchase
agreements with
financial
institutions
Other financial
liabilities

48,998

311,398
187,138
5,520

8,960

8,872

- 340

754 29

47,338

311,388
167,138
5,520

8,960

5,655

56,724
264,331

136,678
5908

11,695

3,852

- 340

1,056 408

57,064
264,333

136,678
5,908

11,685

5,318

Tolal inancial
liabilities

538,886

754 3689

540,009

479,188

1,056 750

480,994

Total net assets

84,933

20,559 1,490

108,982

108,560

12,012 826

121,398
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2025 (Confinued)
{in thoausands of AZN, unless otherwise indicated)

Liquidity risk and funding management

Liquidity risk is the risk that the Bank will be unable fo meet its payment obligations when they fali due under
normal and stress circumstances. To limit this risk, management has arranged core deposit base, manages
assets with liquidity in mind, and monitors future cash flows and liquidity on a daily basis. The methodology
of the liquidity management tools and reports is approved by the Board of Directors of the Bank, prepared
by the Assets and Liabilities Management Depariment and reviewed on the monthly basis by the Asset
Liabilities Committee.

The Bank maintains a portfolio of highly marketable and diverse assets that can be easily liquidated in the
event of an unforeseen interruption of cash flow. In addition, the Bank maintains a cash deposit (mandatory
reserve) with the CBAR, the amount of which depends on the level of customer funds attracted.

The Central Bank of the Republic of Azerbaijan has in place minimum levels of liquidity required. The liquidity
position is assessed and managed by the Bank primarily on a standalone basis, based on minimurn liquidity
ratio of 30% established by the CBAR. As at December 31, 2025 and 2024, these ratics were as follows:

Requirement 2025 (%) 2024 (%)
Unaudited Unaudited
Instant liquidity ratio Not less than 30% 62.8 50.7
Liquidity coverage ratio Mot less than 100% 140.0 108.2

Maturity analysis of financial assets and liabilities

The table below shows an analysis of assets and liabilities according to when they are expected to be
recovered or settled.

December 21, 2025 December 31, 2024
Within Mora than Total Within Wore than Tofal
one year  ONe yaar one year one year

Financial assets
Cash and cash equivalents 45 097 - 45,097 51,6680 - 51,660
Amounts due from finencial institutions 15,166 4,225 19,411 12,728 1,990 14 716
Investment securities 36,659 3,949 40,848 11,842 17471 29313
Loans and advances to customers 237,387 298,313 535710 188,307 310,284 499,591
Other financial assets 8,125 - 8,125 7.112 - 7,112
Total financial assets 342,504 306,487 648,991 272,647 329,745 602,392
Financial liabilities
Amounts due fo financial institutions 36,840 10,358 47,338 57,064 - 57,064
Amounts due to customers 259,629 51,860 311,398 208,779 55,554 264,333
Borrowed funds 7,129 150,009 157,138 6,202 130,476 136,678
Leasa liabilities 2,049 3,471 5,520 2,644 3,264 5,908
Dividends payable to the

shareholders 8,960 - 8,960 - - -
Repurchase agreements with

financial institutions - - - 11,685 - 11,695
Other financial liabilites 9,655 - 9,655 5,316 - 5316
Total financial liabilities 324,262 215,747 540,009 291,700 189,294 480,994
Total net assets 18,242 50,740 108,982 {19,053) 140,451 121,398
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Management befieves that in spite of a substantial portion of customer accounis matures within
1 year, diversification of these deposits by number and type of depositors and the past experience of the
Bank would indicate that these customer accounts provide a long-term and stable source of funding for the
Bank. Additicnally, the management of the Bank is currently in the process of negotiating new maturities of
the short-term customer accounts with the clients by offering favourable terms and conditions.

Analysis of financial labilities by remaining contractual maturities

The tables below summarize the maturity profile of the Bank’s financial liabilities at December 31, 2025 and
2024 hased on contractual undiscounted repayment obligations. Repayments which are subject to notice are
treated as if notice were to be given immediately. However, the Bank expects that many customers will not
request repayment on the earfiest date the Bank could be required to pay and the table does not reflect the
expected cash flows indicated by the Bank's deposit retention history.

The maturily analysis of financial instruments at December 31, 2025 is as follows:

Less than Ito12 1to Over Total gross Carrying
3 months meonths 5 years 5 ysars amount amount
outfiow
Financial liabilities
Amounts due to financial
institutions 1,570 11,768 24,628 11,568 49 534 47,338
Amounts due to customers 151,479 106,817 68,573 - 326,869 311,398
Borrowed funds 1,113 2,908 16,196 176,209 196,426 167,138
Lease liabilities 494 1,639 4,112 36 6,281 5,520
Dividends payable to the
shareholders 8,960 - - - 8,960 8,950
Olher financial fiabilities 9,655 - - - 9,655 9655
Total undiscounted financial
liabilities 173,271 123,132 113,509 187,813 587,725 540,009

The maturity analysis of financial instruments at December 31, 2024 is as follows:

Less than 3Ito12 1to Over Total gross Carrying
3 months months 5 years 5 years amount amount
outflow
Financial liabilities
Amounts due to finencial
institutions 24,040 37,530 - - 61,570 57064
Amounts due to customers 128,570 90,662 58,202 - 277434 264,333
Bomrowed funds 2,548 B,186 40,634 154,654 205,823 136,678
Lease liabilifes 1,084 1,921 4,230 - 7,235 5,908
Repurchase agraements with
financiat institutions 11,695 - - - 11,695 11,6595
Other financial liabilities 5316 - - - 5,316 5,316
Total undiscounted financial
liabilities 173,254 138,299 102,966 154,654 569,173 480,994
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FOR THE YEAR ENDED DECEMBER 31, 2025 (Continued)
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The table below shows the contractual expiry by maturity of the Bank's financial commitmenis and
contingencies. Each undrawn loan commitment is included in the time band containing the earliest date it
can be drawn down. For issued financial guarantee contracts, the maximum amount of the guarantee is
allocated to the earliest period in which the guarantee could be called.

Less than 3to 12 1t0 5 Total

3 months months years
December 31, 2025 3,856 B,753 12,633 25,242
December 31, 2024 4112 8,258 14,551 26,921

The Bank expects that not all of the contingent liabilities or commitments will be drawn before expiry of the
cemmilments.

Market risk

Market risk is the risk that the fair value or future cash flows of financial instruments will fluctuate due to
changes in market variables such as interest rates and foreign exchange. The Bank does not have any
significant equity, corporate fixed income or derivatives holdings.

Interest rate risk

interest raie risk arises from the possibility that changes in interest rates will affect future cash flows or the
fair vafues of financial instruments. The ALMC on a regular basis reviews the overall interest rate spreads by
detailed analysis of the assets and liabilities interest rate structure. As at December 31, 2025 and 2024, the
Bank does not have any financial assets and liabilities with floating interest rates,

Maturity analysis of assets and liabilities is representative of the interest repricing profile of the Bank.

Currency risk

Currency risk is defined as the risk that the value of a financial instrument will fluctuate due to changes in
foreign exchange rates. The Bank is exposed to the effects of fluctuations in the prevailing foreign currency
exchange rates on its financial position and cash flows,

The Assets and Liabilities Management Committee controls currency risk by management of the open
currency position on the estimated basis of AZN devaluation and other macroeconomic indicators, which
gives the Bank an oppartunity to minimize losses from significant currency rate fluctuations toward its national
currency. The Treasury Department performs daily monitoring of the Bank’s open currency position with the
aim to match the requirements of the Central Bank of the Republic of Azerbaijan.

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

December 34, 2025 December 31, 2024
Monetary  Monelary Net Monetary Monetary MNet
financial financial position financiak financial position
assets liabilities aggets liahilities

Azerbaijani manats 601,458 (498 732) 101,727 558,943 {433,435) 125,508
UsS dellars 42,442 {35 860) 6,582 23,868 (42,147) (18,278)
Euros 4,192 {3,961) 231 5,040 (4,644) 396
Pound sterling 789 {165) 634 339 (263) 76
Russian roubles 88 {(275) {176} 11,948 {505 11,443
Others - (16) (18) 2,253 - 2,253
Total 648,9H1 {540,009} 108,582 602,392 {480,894) 121,388
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The tables below indicate the currencies o which the Bank had significant exposure at December 31, 2025
and 2024 on its non-trading monetary assets and liabilities and its forecast cash flows. The analysis
calculates the effect of a reasonably possible movement of the currency rate against the AZN, with all other
variables held constant on the statement of profit or loss and other comprehensive income (due to the fair
value of currency-sensitive non-trading monetary assets and liabilities). The effect on equity does not differ
from the effect on the statement of profit or loss and other comprehensive income. A negative amount in the
table reflects a potential net reduction in statement of profit or loss and other comprehensive income or
equity, while a positive amount reflects a net potential increase.

Impact on profit before income tax based on net assets value as at December 31, 2025 and 2024:

December 31, 2025 December 31, 2024
AZN/USD AZN/USD AZN/USD AZN/USD
+30% -15% +30% ~15%
impact on profit before incame tax 1,975 (987) {2,058) 1,029

Operational risk

Operational risk is the risk of loss arising from system failure, human error, fraud or external events. When
confrols fail to perform, operationa! risks can cause damage to reputation, have legal or regulatory
implications, o fead to financial loss. The Bank cannct expect to eliminate all operational risks, but a control
framework and monitoring and respending to potential risks could be effective tocls to manage the risks,
Congrols should include effective segregation of duties, access, autharization and reconciliation precedures,
staff education and assessment processes, including the use of internal audit.

31. FAIR VALUES OF FINANCIAL INSTRUMENTS

Fair value hierarchy

The table below analyses financial instruments not measured at fair value as at December 31, 2025, by the
level in the fair value hierarehy into which the recurring fair value measurement is categorized:

Fair value measurement using

Date of Quoted Significant Significant Total
valuation prices abservable unobservable
in active inputs inputs
markets {Level 2) (Level 3)
{Level 1)
Assets for which fair values
are disclosed
Cash and cash equivalents December 31, 2025 45,097 - - 45,087
Amounts due from financial institutions December 31, 2025 - 19,411 - 19,411
Investment securifies Decembear 31, 2025 1,346 38,985 - 40,331
Loans and advances to customers December 31, 2025 - - £35,710 £35,710
Other financial assets December 31, 2025 - 8125 - 8,125
Liahilities for which fair values
are disclosed
Amounts due ta financial institutions Dacamber 21, 2025 - 47,338 - 47,338
Amounts due to customers December 31, 2025 311,398 - 311,398
Baorrowed funds December 31, 2025 - 157,138 - 157,138
Dividends payable fo the shareholders December 31, 2025 - 8,860 - 8,960
Other financial Habilities December 31, 2025 - 9,655 - 9,655
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The table below analyses financial instruments not measured at fair value as at December 31, 2024, by the
level in the fair value hierarchy into which the recurring fair value measurement is categorized:

Fair value measurement using

Date of Quoted  Significant  Significant Total
valuation prices observable unohservable
in active inputs inpute
markets {Level 2) {Level 3}
(Level 1)
Assets for which fair values
ara disclosed
Cash and cash equivalents December 31, 2024 51,660 - - 51,660
Amounts due from financial institutions December 31, 2024 - 14,716 - 14,718
Investment securities December 31, 2024 3.457 25,580 - 29,037
Loans and advances (o cusiomers December 31, 2024 - - 499 591 489 581
Other financial assets Decembar 31, 2024 - 7.112 - 7,112
Liabilities for which fair values
are disclosed
Amounts due to financial institutions  December 31, 2024 - 57,064 - 57,064
Arnounts due {o customers December 31, 2024 - 264,333 - 264,333
Borrowed {unds December 31, 2024 - 136,678 - 136,678
Repurchase agreements with financial
institutions December 31, 2024 - 11,685 - 11,695
Other financial liabilities December 31, 2024 - 5,316 - 5,316

Fair value of financial assets and #abilities not carried at fair value

Set out below is a comparison by class cf the carrying amounts and fair values of the Bank's financial
instruments that are not carried at fair value in the statement of financial position. The table does not include
the fair values of non-financial assets and non-financial liabilities.

Carrying Fair Carrying Fair
value value value value
2025 2025 2024 2024
Financial assets
Cash and cash equivalents 45,097 45,097 51,6680 51,660
Amounts dus from financial instituiions 19,411 18,411 14,716 14,716
Investment secunties 40 648 40,331 29,313 28,037
Loans and edvances to customers 535,710 535,710 499 591 488,591
Other financial assets B,125 8,125 7112 7,112
Financial liabilitics
Amounts due to financial institutions 47,338 47,338 57,064 57,064
Amounts due to customers 311,298 311,398 264,333 264,333
Borrowed funds 157,138 157,138 136,678 136,678
Dividends payable to the shareholders 8,960 8,960 - -
Repurchase agreemenis with financial
institutions - - 11,695 11,695
Other financial liabilities 9,655 9,655 5,316 5318
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The following describes the methodologies and assumptions used to determine fair values for those financial
instruments which are not already recorded at fair value in the financial statements,

Assets for which fair value approximates carrying vaiue

For finansial assets and financial liabilities that are liquid or have a short-term matwrity (less than three
months) it is assumed that the carrying amounts approximate to their fair value. This assumption is also
applied to demand deposits and savings accounts without a specific maturity.

Financial assets and financiaf liabilities carried at amortized cost

Fair value of unquoted instruments, loans and advances to customers, amounts due from financial
institutions, amounts due to customers and financial institutions, borrowed funds, other financial assets and
liabilities is estimated by discounting future cash flows using rates currently available for debt on similar
terms, credit risk and remaining maturities.

32, RELATED FARTY DISCLOSURES

In accordance with |AS 24 Related Party Disclosures, parties are considered to be related if one party has
the ability to control the other party or exercise significant influence over the cther party in making financial
or operational decisions. In considering each possible related party relationship, attention is directed to the
substance of the relatienship, not merely the legal form.

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

related parties may not be affected on the same terms, conditions and amounts as transactions between
unrelated parties.
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33. CAPITAL ADEQUACY

The objectives of management when managing the Bank’s capital are (i) fo comply with the capital
requirements set by the Cenfral Bank of the Republic of Azerbaijan (CBAR), (ii) to safeguard the Bank's
ability to continue as a going concern and (iii) to maintain strong credit ratings and healthy capital ratios in
order to support its business and to maximize sharehclders’ value. Compliance with capital adequacy ratios
set by the CBAR is monitored monthly with reports outlining their calculation reviewed and signed by the
Bank's Chief Accountant and Chairman of the Management Board. The other objectives of capital
management are evaluated annually.

The Bank manages its capital structure and makes adjustments to it in the light of changes in economic
conditions and the risk characteristics of its activities. In order to maintain or adjust the capital structure, the
Bank may adjust the amount of dividend payment to shareholders or return capital to shareholders. No
changes were made in the objectives, policies and processes from the previous years.

The CBAR requires banks to maintain a minimum capital adequacy ratio of 5% (December 31, 2024 5%)
and 10% (December 31, 2024: 10%) for Tier 1 Capital and Total Capital, respectively, based onits guidelines.

The Bank was in compliance with the statutory capital adequacy ratio throughout the years ended
December 31, 2025 and 2024,

As at December 31, 2025 and 2024, the Bank's capital adequacy ratio on this basis was as follows:

December 31, Decembear 31,
2025 2024
{unaudited) {unaudited)
Tier 1 capital 111,979 120,188
Tier 2 capital 12,995 16,811
Total capital 124,974 136,999
Risk weighted assels 606,148 583,437
Tier 1 capital adequacy ratio 18% 21%
Total capital adequacy ratio 21% 23%

34. EVENTS AFTER THE REPORTING PERIOD

Subsequent to the reporting period, an armed conflict involving Iran escalated in the region. Management is
closely monitoring the situation, which could impact regional stability, trade flows and global energy markefs,
No conditions existed at the reporting date that would require adjustment to the financial statements.

Subsequent to the reporting pericd, the Bank paid dividends to the shareholders in the amount of AZN 8,580
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