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J5C “UZBEK METALLURGICAL COMPANY"

MANAGEMENT STATEMENT

The management of JSG Uzbek Metallurgical Plant ("Company” or "Uzmetkombinat”) is pleased to present the preliminary
consolidated financial statements of Uzmstkombinat for the year ended December 31, 2018,

General information

The Company is the [eading ferrous metallurgy enterprise In the Republic of Uzbekistan {“Uzbekistan") and has been producing
vatious types of rolled stee! (rebar and grinding balls) since 1244. It also produces insulation materials and consumer goods.

The Company I a joint stock company with a state share of 74.59% (January 1, 2018: 74.59%). The remaining shares are owned
by various legal entities and individuals: 15.15% and 10.26%, respectively (January 1, 2018; 15.15% and 10.26%).

Uzmetkombinat's registered office is at 1 Syrdarya Street, Bekabad, Tashkent Region (www.uzbeksteel.uz).

Effective from August 1, 2017, SFI Management Group LLC {the “Managing Company"} acts as the trust manager of the
govemnment's share in Uzmetkombinat.

Overview

The Company's production capacity is 1,150 thousand tonnes of rofled metal per year. During 2018, it produced 1,066 thousand
fonnes of rolled metal products. In 2018, The Company revenue amounted to UZS 4,530,374,387 thousand, net incoma amounted
to UZS 346,137 085 thousand.

During 2018, Uzmetkombinat continued the realisation of its investment programme, in particular huilding a ferrosilicon, manganese
ferrosillcon, wire rod and rebar production facilities. Total investments in 2018 amotnted to UZS 148,384,520 thousand, with the
majority being financed from intemally generated cash, The Managing Company has critically reassessed the feasibility of other
pipeline projects and as a result has put certaln projects on hold or even cancelled them,

As a major employer In Bekabad and the surrounding region, Uzmetkombinat has extensive corporate social responsibilities with
lotal expenses in 2018 amounting to UZS 134,193,742 thousand.

Events affer the reporting date
Dividends declared.

The Company declared dividends of UZS 129,347,171 thousand (including the 2019 interim dividends of UZS 4?;262.650
thousand) payable until the end of 2019,

Large confract signing.

The Company has commenced an investment project to build a production facility for output of 1,041 thousand tonnas of hot-rolled
strips per year. The overall project cost is over USD 600 million, The expected date of production start is by the end of 2022. The
project is going to be financed by foreign and local banks in an aggregate amount of USD 490 milion and own funds of USD 123
million.

Board of directors

SFI Management Group has revised Uzmetkombinat corporate govemnance, optimising structure from the operaﬁonalltevel wpto
the Board of Diractors, which incorporates nine representatives, including four state representatives,



Management's Statement about the Reliability of Financial Statements

Management is responsible for the preparation of preliminary consolidated financial statements that present the financial position
of JSC Uzbek Metallurgical Plant and its subsidiaries as at December 31, 2018 and January 1, 2018, the results of its operations,
cash flows and changes in equity for the year ended December 31, 2018 in accordance with International Financial Reporting
Standards ("IFRS”).

In preparing the preliminary consolidated financial statements, management is responsible for;

—  properly selecting and applying accounting policies;

—  presenting information, including accounting policies, in a manner that provides relevant, reliable, comparable and
understandable information;

—  providing additional disclosures when compliance with the specific [FRS requirements is insufficient to enable users to
understand the impact of particular transactions, other events and conditions on the Company’s preliminary consolidated
financial position and its financial performance; and

- making an assessment of the Company's ability to continue as a going concem.

Management is also responsible for:

—  designing, implementing and maintaining an effective and sound system of intemal controls at the Company;

- maintaining adequate accounting records that are sufficient to show and explain the Company ‘s transactions and disclose
with reasonable accuracy at any time the Company's consolidated financial position, and which enable them to ensure that
the Company’s consolidated financial statements comply with IFRS;

— maintaining statutory accounting records in compliance with legislation and national accounting standards of Uzbekistan;

—  taking such steps as are reasonably available to them to safeguard the Company's assets; and

—  preventing and detecting fraud and other irregularities.

The Company's preliminary consolidated financial statements for the year ended December 31, 2018 were authorised for issue by
management on November 1, 2019,

[ Ceenr7)
Acting Deputy Chairm@[/tﬁe%rd Chief accountant:

G.K. Ismurzina G.A. Ibragimov
Bekabad,

November 1, 2019,
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INDEPENDENT AUDITOR'S REPORT
To the Shareholders of JSC "Uzbek Metallurgical Plant®

Opinion

We have audited the preliminary consolidated financial statements of J5C "Uzbek Metallurgical Plant”
and its subsidiaries (collectively - the "Group”}, which presents the preliminary consclidated staterment
of financial position as at 31 December 2018 and 1 January 2018, and the preliminary consclidated
statement of profit and loss and other comprehensive income, preliminary consolidated statement of
changes in equity and preliminary consolidated statement of cash flows for the year ended 31
December 2018, and notes to the pre!lrninary consolidated financial statements, ncluding a summary
of significant accountlng policies.

In our optnion, the preliminary consolidated financial statements are prepared, in all material respects,
in accordance with the basis of accounting set out in Note 2, which describes how IFRS have been
applied in accerdance with IFRS 1 “First-time Adoption of International Financial Reporting Standards®,
including the assumptions the management has made about the standards and interpretations
expected to be effective, and the policies expected to be adopted, when the management prepares its
first complete set of IFRS consclidated financial statements as of 31 December 2019.

Basis for Opinion

We conducted our audit in accordance with Intemational Standards on Auditing (*ISAs”). Qur
responsibilities under those standards are further described in the Auditors” Responsibilities for the
Audit of the Preliminary Consoildated Financial Statements section of our report. We are independent of
the Group in accordance with the International Fthlgs Standards Board for Accountants’ Code of Ethics for
Professional Accountants (the "IESBA Code”) together with the ethical requirements that are relevant to
our audit of the preliminary consolidated financial statements In the Republic of Uzbekistan, and we have
fulfilled our ather ethical responsibilities in accordance with these requirements and the IESBA Code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Emphasis of Matter - Basis of Accounting and Restriction on Use

We draw your attention to the fact that the preliminary consolidated financial statements have been
prepared in connection with the Group’s conversion of the basis of preparation of its consolidated
financial statements to IFRS. Note 2 explains why there is a possibility that these preliminary
consclidated financial statements may require adjustments before constituting the final IFRS
consclidated financial statements. Moreover, we draw attention to the fact that, under IFRS, only a
complete set of consolidated fAnancial statements comprising consolidated statements of financial
position, comprehensive income, changes in equity and cash flows, together with comparative financial
information and explanatory notes, can provide a fair presentation of the Group's financial pesition,
results of operations and cash flows in accordance with IFRS. As a result, the preliminary consolidated
financial statements may not be suitable for another purpose.,

This report is intended solely for use by the Group in connection with its conversion of the basis of

preparation of its consolidated financial statements to IFRS. This report is not intended for the benefit
of any other third parties and we accept no responsibility or liability to any party other than the Group
in respect of the report. Should any third party take decisions based on the contents of the report, the

Deloltte rafers to one or mone of Delvitte Touche Tohmatsy Lirited a UK private co limited by guarankee (DTTLY, Its netwark of member irms, and thelr related entitles. DTTL
and eadh of its member firms are fegally separate and independert entliles. BYTL (also red te as “Deloitte Global®) does not provide serdces to cants. Plaase see wwwdelblite comfshaut
Tor a more detalled description of DTTL and its mesnber firms. .

© 2019 *Deloltre & Touche® Audit organization LLC All rights reserved,



Deloitte.

responsibility for such decisions shall remain with those third parties. Our opinlon Is not modified in
respect of this matter.

Responsibilities of Management and Those Charged with Governance for the Preliminary
Consolidated Financial Statemants

Management is responsible fer the preparation of the preliminary conselidated financial statements in
accordance with the basis of accounting set out in Note 3 and for such internal control as management
determines is necessary to enable the preparation of preliminary consolidated financial statements that
are free from material misstatement, whether due to fraud or error.

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

Those charged with governance are responsible for overseeing the Group’s financial reporting process.
Auditor's Respensibilities for the Audit of the Praliminary Consolidated Financial Statements

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

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain

professional skepticism throughout the audit. We also: .

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

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

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

. Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or cenditions that may cast signlificant dnubt on the Group’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our )
auditor’s report to the related disclosures In the preliminary consolidated financial statements or, if
such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence cbtained up to the date of our auditor’s report. However, future events or conditions may
cause the Group to cease to continue as a geing concern.



Deloitte.

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

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

The license authorizing audit of companies

registered by the Ministry of Finance of the EhcH

Republic of Uzbekistan under #00776 dated audit of companies, #04830 dated 22 May

5 April 2019, 2010 issued by the Ministry of Finance of
the Republic of Uzbekistan

1 November 2019 Director
Tashkent, Uzbekistan “Deloitte & Touche” Audit Organisation LLC



JSC “UZBEK METALLURGICAL PLANT"

PRELIMINARY CONSOLIDATED STATEMENT OF PROFIT AND LOSS AND OTHER

COMPREHENSIVE INCOME
FOR THE YEAR ENDED DECEMBER 31, 2018
{thousands of UZS)
for the year ended December 31, Notes 2018
CONTINUING OPERATIONS
Revenue 4 4,630,374,387
Cost of sales 5 _(3421,913653)
Gross profit 1,208,460,734
Selling expenses 6 (45,712,971)
Administrative expenses 7 (390,130,474)
Impairment losses 8 (97,530,085)
Other income 9 42,813,426
Other expenses s (63,344,786)
Operating profit 649,555,844
Finance income 10 1,662,694
Finance expense 10 (40,683,112)
Exchange differences, net " (19,999,642)
Income from associates 17 1,098,662
Corporate social responsibility activities cost 12 _(134193742)
Profit before income tax 457,440,704
Income tax expense 13 _(111,303,839)
Profit from continuing operations for the year 6,

Profit for the year
Other comprehensive income

Total comprehensive income for the year

Acting Deputy c:hai(@v(dﬂhé Board: Chief accountant:
G.K. Ismurzina G.A. Ibragimov
Bekabad,

November 1, 2019




JSC “UZBEK METALLURGICAL PLANT”

PRELIMINARY CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT DECEMBER 31, 2018

(thousands of UZS)
December 31 January 1
m i Notes 2018 2018
ASSETS
Non-current assets
Property, plant and equipment 14 1,132,948,018 928,222,037
Investments projects 15 144,245,269 235,027,920
Intangible assets 18 868,974 1,065,110
Investments to associate companies 17 1,488,513 389,851
Financial assets at amortised cost 18 114,060 123,545
Financial assets at fair value through profit and loss 19 22561,215 23,777,688
Other non-current asses 23 26398298 30429486
Total non-current assets ~1,328,624,347
Current assets
Inventories 20 873,418,160 336,626,671
Trade and other receivables 21 459,737,644 48,922,384
Advances paid 22 235,183,983 154,592,903
Corporate tax prepayment 13 - 7,183,884
Financial assets at amortised cost 18 3,815,384 27,046,087
Other assets 23 12,985,327 21,949,560
Cash and cash equivalents 24 155,311,694 163,819,023
Total current assets 1,740,452,192 760,140,512
Total assets 3,069,076,539  1,979,176,149
EQUITY AND LIABILITIES
Equity
Authorised capital 25 221,144,067 217,047,165
Reserves 25 37,098,171 32,370,586
Retained eamings 25 961,170,366 619,760,886
Total equity 219,412,604 869,178,637
Non-current iabilities
Bank loans 26 303,881,813 313,099,436
Deferred tax liabilities 13 86,633,062 48,388,605
Total non-current liabilites 390,514,875 359,488,041
Current liabilities
Bank loans 26 502,157,993 127,455,176
Other financial liabilities 27 4,365,287 2,268,394
Trade and other payables 28 695,560,893 538,304,397
Advances received 29 113,021,541 39,054,487
Corporate tax due 13 545,439 -
VAT and other taxes due 30 76,274,163 19,530,384
Other liabilities 31 67,223,744 23,896,633
Total current libilities 459,143,060 750509471
Total liabilities 1,849,663,935  1,109,997,512
Total equity and ljglfy 3,069,076,539 1,979,176,149
On behalf gt t F‘
Chairman of t
T.T. Azamatov
Acting Deputy Chairmar of th&’B Chief accountant:
G.K. Ismurzina G.A. Ibragimov

Bekabad, November 1, 2019



JSC “UZBEK METALLURGICAL PLANT"

PRELIMINARY CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2018

(thousands of UZS)
Authorised Retained
i Notes capital Reserves earnings Total

January 1, 2018 217,047,165 32,370,586 619,760,886 869,178,637
Total comprehensive income csempssas e - 346137,065  345137,065
Transfers 25 - 4,727,585 (4,727 ,585) -
Increase of authorised capital 5 409902 - P 4,096,902

December 31, 2018 221,144,067 37,098,171 961,170,366  1,219,412,604

o _ {%}e{%/}/, a/

Acting Deputy Chairm@'fhe’%{d: Chief accountant
G.K. Ismurzina G.A. Ibragimov
Bekabad,

November 1, 2019



JSC “UZBEK METALLURGICAL PLANT”

PRELIMINARY CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2018

(thousands of UZS)
for the year ended December 31, Notes 2018
Cash flows from operating activities :
Profit before income tax 457,440,704
Adjustments:
Depreciation and amortisation 92,050,290
Finance cost 10 40,683,112
Finance income 10 (1,662,694)
Impairments recognised on monetary items 8 61,578,383
Impairments recognised on non-monetary items 8 35,951,702
Loss on disposal of property, plant and equipment 9,406,041
Income from associates 17 (1,098,662)
Netforeign exchangeloss 24,399,712
718,748,588
Change in working capital:
Inventories (637,722,548)
Trade and other receivables (293,872,554)
Other assets 4,157,108
VAT and other tax prepayments 54,936,451
Trade and other payables (24,208,362)
Otherfiabilies 43,278,870
(34,682,447)
Corporate tax paid (63,329,859)
Interest income 10 147,884
Interest expenses paid 26 __(40,683,112)
Cash used in operating activities _(138,547,534)
Cash flows from investment activities
Purchase of property, plant and equipment (62,836,784)
Proceeds from sale of property, plant and equipment 3,335,439
Purchase of intangible assets (95,600)
Financing of investment projects (163,264,158)
Financial aid given (3,848,334)
Dividends received 15514810
Cash used in investing activities (225,194,627)
Cash flows from financing activities
Proceeds from bank loans 26 698,797,813
Repayment of bank loans 28 (341,596,885)
Dividends paid 25 _(214779)
Cash flows from financing activities 356,986,149
Change in cash and cash equivalents (6,756,012)
Cash balance at the beginning of the year 24 163,819,023
Effect of exchange rate changes on cash and cash equivalents

Cash balance-asteaad of the year 24

a/

Chief accountant: G.A. bragimov

Bekabad, November 1, 2019



JSC “UZBEK METALLURGICAL PLANT"
NOTES TO THE PRELIMINARY CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2018
{thousands of UZ5)

1. GENERAL iNFORMATION

These preliminary consolidated financial statements of Joint Stock Company Uzbek Metallurgical Plant (the "Company" or
*Uzmetkombinat”) and its subsidiaries (fogether referred to as the *Group”} have been prepared in accordance with Intemational
Financial Reporting Standards for the year ended 31 December 2018,

The Company is a joint stock company registered in Uzbekistan in 1944. It is the country's leading ferrous metal enterprise,
producing 1,066 thousand tonnes of ferrous metal in 2018.

Itis the sole establishment authorised to purchase ferrous metal scrap and waste in Uzbekistan as the main raw materals base for
producing rolled metal. The consolidation of metal scrap and waste is implemented by the Uzbekistan-wide "kkilamchikoramitallar”
network {the Company’s subsidiaries), which are responsible for purchasing, preliminary processing and delivery.

Apartfrom producing rolled ferrous metel (including balls for milling), Uzmetkombinat also produces copper and copper alloy sheets;
basalt sheets, mats end wool; and metal iilems (wire, electrodes, building nails, steel mesh and household enamel crockery).

The Company has a cerificate of compliance for its products, and also has nationally and intemationally cestified quality
management certiflcates.

As a major employer, Uzmetkombinat has extensive corporate social responsibilites focusing on improving social welfara, both In
Bekabad and lts neighbouring regions.

Lizmetkomblnat's registered office is at 1 Syrdarya Street, Bekabad, Tashkent Region (www.uzbekstes!.uz),
Company's shares are allocated as follows:

; Decemberst " JaniaRd
' Qwnership, (%) _ 2018 2018 -
State committee of the Republic of Uzbekistan for Assistance to Privatized
Enterprises and Development of Competition 7459 7459
Corporate shareholders 15.15 15.15
Individuals . 10.26 10.26
Total ’ 10000 100.00

Key corporate shareholders are the Uzbekistan National Bank for Foreign Economic Activities, OJSC Aviosanoatinvest, Almalyk
Mining and Metallurgical Combine (*AMMC") and Navoi Mining and Metallurgical Combine (“NMMC™), together holding a 13,93%
interest.

As at December 31, 2018, the Company holds controlling interest in the following entities (all together referrad the “Group™):

; . : : . T Dcember 3t JaaR A
Owmership, (o) . 2Me . - 208

(kkilamchikorametallar _ 100% 100%
TH Sieel Impex {Kazakhstan) 100% 100%
Bakabad Gish Invest {Uzbekistan) 100% 100%
Donata Pharm (Uzbekistan)) 100% 100%
Bakabad Matbuct (Uzbekistan) 100% 100%%
Bekabad bus Company _ 100% 100%%

The Group also holds inferest in Uz-Shindong Silicon and Bekabad Qgneupor of 26% and 30% respectively.

On July 20, 2017, in accordance with a Cabinet of Ministers Resolution, a managing company “SFI Managemsant Group® was
engaged as the trustee manager for the government share in Uzmetkombinat.

Thesg preliminary consolidated financial statements were approved on November 1, 2019.

2. BASIS OF PREPARATION

The Group has prepared fhese preliminary consolidated financial statements as part of transition to IFRS. For the pupose of
transition to IFRS the date of fransition is January 1, 2018,

These prefiminary consolidated financial stetements, which comprise the consolidated statement of financial position as at
December 31, 2018 and January 1, 2018 and the consclidated statements of comprehensive income, changes in equity and cash
flows for the year ended December 31, 2018 were prepared in accordance with requirements of IFRS 1 First-time Adopiion of

10



JSC “UZBEK METALLURGICAL PLANT”
NOTES TO THE PRELIMINARY CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2018
{thousands of UZS}

2, BASIS OF PREPARATION (CONTINUE}

Intemational Financial Reporting Standards (IFRS 1) based on ihe standards and interpretations expecied to be effective
as at December 31, 2019, the end of the first IFRS reporting period. The amounts reported in these preliminary consolidated
financial statements will be included as comparative information in the first complete set of IFRS consolidated financial statements
as of December 31, 2018 but may require adjustments in case any new or amended standards or mterpretahons will be issued by
[ASE or IFRIC which will be effective from the year ended Dacember 31, 2019,

As the Group had not prepared consolidated financial statements in accordance with previous GAAP, no reconciliations of equity
or total comprehensive income in_accordance with IFRS 1o equivalent measures under previous GAAP are disclosed in these
preliminary consolidated financial statements. :

These preliminary consolidated financial statements were prepared based on the assumpfion that the Group Is a going concem
and will continue to operate for the foreseeable futurs.

These preliminary consolidated financial statements have been prepared on the histerical cost basis, except for cerfain financial
instruments, which are measured at their revalued amounts or fair values at the end of each reperting date, as explainad balow.

Historical cost is generally based on the falr value of the consideration given in exchangs for goods and services.

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, regardless of whether that price is direclly observable or estimated using another valuation
technique, In estimating the fair value of an asset or a liability, the Group takes into account the characteristics of the asset or liability if
market participants would take those characteristics into account when pricing the asset or liabllity at the measurement date. Fair value
for measurement andior disclosure pumposes in these preliminary consolidated financial statements is determined on such = basis.

In addition, for financial reporting purposes, fair valus measurements are categorised into levels based on the degree to which the

inputs fo the fair value measurements are observable and the significance of the inputs to the fair value measurement;

~  Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the enfity can access at
the measurement date;

—  Level 2inputs are inputs, other than quoted prices included within Level 1, that are observable for the asset or liability, either
directly or indirectly; and

~  Level 3 inputs are unobservable inputs for the asset or liability,

Basis for consolidation:

The preliminary consolidated financial statements incorporate the financial statements of the Company and entifies (including
structured entities) controlled by the company and its subsadlanes Controt is achieved when the Company:

~  Has power over the investee;

— Isexposed, or has rights, fo variable retums from its involvement with the investee; and

— - Has the ability to use its power to affect its refums.

The Company reassesses whether or not it controls an investee if facts and circumstarices indicate that there are changes to one
or morte of the three elements of control listed above.

When the Company has less than a majority of the voting rights of an investee, it has power over the investee when the voting

rights are sufficlent to give it the practical ability to direct the relevant activities of the investee unilaterally. The Company considers

all relevant facts and circumstances in assessing whether or not the company's voting rights in an investee are sufficient to give it

power, including:

—  The size of the Company's holding of voting rights relative to the size and disparsion of ho[dlngs of the other vote holders.

- Potential voting rights held by the Company, other vote holders or other parties;

- Rights ariging from other contractual arrangements; and

- Any additional facts and circumstances that indicate that the Company has, or does not have, the current ability to direct the
relevant activifies at the time that decisions need to be made, including vofing pattems at previous shareholders’ meetings.

Consalidation of a subsidlary begins when the Company obtains control over the subsidiary and ceases when the Company loses
control of the subsidiary. Specifically, income and expenses of a subsidiary acquired or disposed of during the year are included in
the consclidated statement of profit or loss and other comprehensive Income from the date the company gains conbol unfil the date
when the Company ceases to control the subsidiary.

i1



JSC “UZBEK METALLURGICAL PLANT”
NOTES TO THE PRELIMINARY CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED DECEMRBER 31, 2018
{thousands of UZS)

2. BASIS OF PREPARATION (CONTINUE)

Profit or loss and each component of other comprehensive income are attributed io the owners of the Company and to the non-
controlling interests. Total comprehensive income of subsidiaries is atiributed to the owners of the Company and te the non-
controlling interests even if this results in the non-controlling interests having a deficit balance.

When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies in line with the
Group's accounting policies. .

Functional currency

ltems included in the financial statements of each of the Group's entities are measured in the curency of the main sconomic
environment in which they operate (functional currency’). The functional cumency of each entity is the Uzbek Soum (or UZS). The
presentation currency of these preliminary consolidated financial statements is the Uzbek Soum. All values are rounded to
thousands of Uzbek Soum, unless otherwise stated.

~ Below Is Information on ex&ange rates between Uzbek Soum and main foreign currences the Group operates with.

Db g
: 2018 2018 _
Uzbek Soum fUSD 8,339.55 8,120.07
Uzbek Soum / Euros _ 9 47957 0,624.72
Uzbek Soum / Ruble {Russia) ' 12091 138.30

OFsels

Financial assets and financial liabilities are offset and the net amount reported in a statement of financial position only when there
is a legally enforceable right to offset the recognised amounts and there is an intention to setife on a net basis, or fo realise the
assets and settle the fiability simultaneously. Income and expense are not offset in a statement of profit or loss uniess required or
pemmitted by any accounting standard or interpretation, and as specifically disclosed in the Group's accounfing policles.

The main provisions of the accounting policy are included in Note 38.

3. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION

In the application of the Gioup's accounting policies, management is required to make judgements, estimates and assumptions
aboutthe camying amounts of assets and liabilities that are not readlly apparent from other sources. The estimates and associated
assumptions are based on historical experience and other factors that are considered to be relevant. Actual results may differ from
these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimate is ravised if the revision affects only that period, orin the period of the revision end future periods
if the revision affects both current and future periods.

3.1, Critical judgements in applying accounting policy -

The following are the critical judgements, apart from those involving estimations (see below), that Group rhanagement has made
in the process of applying accounting pelicy and that have the most significant effect on amounts recognised In the consolidated
financial statements.

IFRS 1 adeption

The management adopted IFRS standards using IFRS 1 First-Time Adoption of IFRS on January 1, 2018 and followed the
procedures set by Intemational Financial Reporting Standards with regerds to first ime adoption for preparing Its preliminary
financial statements. The Standard imposes a number of mandatory exceptions and grants a number of opfional exemptions from
the general requirement to comply with each IFRS effective at the end of the entity’s first IFRS reporting period. For example,
deemed cost is defined as an amount used as a sumogate for cost or depreciated cost at a given date. Subsequent depreciation or
amortisation assumes that the entity had initially recognised the asset or liability at the given date and that its cost was equal to the
deemed cost. Management has used this option,



JEC “UZBEK METALLURGICAL PLANT”
NOTES TO THE PRELIMINARY CONSOLIDATED FINANCIAL STATEMENTS {CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2018
{thousands of UZS}

3. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION (CONTINUE)

3.2, Key sources of estimation uncertainty

The following are the key assumptions conceming the future, and other key sources of estimation uncertainty at the end of the
reporting period, which have a significant risk of causing a material adjustment to the camying amounts of assets and liabllities
turing the next financial year,

Calculation of loss allowance

When measuring ECL, the Company uses reasonable and supportable information, which is based on assumptions for the different
economic drivers and how these drivers affect each other,

Loss given default is an estimate of the loss arising on default. It is based on the difference between the contractual cash flows due
and those that the lender would expect to receive, taking into account cash flows from collateral and integral credit enhancements.

Probabillty of default constitufes a key input in measuring ECL. Probability of default is an estimate of the likelihood of default over
a given time horizen, the calculation of which includes historical data, assumptions and expectations of future conditions.

Useful lives of property, plant and equipment
The Group reviews the estimated useful lives of properiy, plant and equipment at the end of each reporting period.
Fair value measurements and valuation processes

Some of the items presented in the consolidated statement of financial position are measured atfair valus.. In estimating the fair value
of an asset or liability, the Group uses market-observable data fo the extent it Is available. Where Level 1 inpufs are net available, it
engages thind party qualified valuers to perform a valuation. The financial specialists of the Group work closely with qualified external
valuers to arrive at the appropriate valuation techniques and model inputs,

13



JBC “UZBEK METALLURGICAL PLANT"

NOTES TO THE PRELIMINARY CONSOLIDATED FINANCIAL STATEMENTS {CONTINUED)

FORTHE YEAR ENDED DECEMBER 31,2018
{thousands of UZ5)

4, REVENUE

The Group derives its revenue from the transfer of goods and services over ime and at a pointin time in the following major product
lines, This is conslstent with the revenue information that i5 dlsc]osed for each reportable segment under IFRS 8.

"for the year ended December 3%, I8 '
Rollad metal 3,366,168,059
iWetal balls for mills . 1,078,645,140
Non-fervous metals 63,281,490
Consumer goods 62,103,556
Themal inswlators 39,038,047
Tolling services 23,138,195

Total 4,630,374,387

The Group predominantly sells its products in Uzbekistan, Central Asia and Afghanistan. Exports accounted for approximately
30.01% of sales in 2018,

for the year Sdei Decamberdi, e - 2098 "
Domestic sales 3,240,699,036
Exports 1,389,675,351

Total £ 630,374,387

In 2018, the Group generated revenue of UZS 2,454,798,868 thousand or 53.02% of total revenue from top ten customers.

5. COSTOF SALES
The cost of sales by product fype Is as follmvs

For i yéir erided Decembar 31, e S e ey :
Rollad metal 2,543,694,769
Metal balls for mills 729,701,098
Non-ferrous metals 44,036,030
Consumer govds 52,071,904
Themal insulaters 36,580,058
Tolling zervices 15,819,794

Total 3,421 913, 653

The cost of sales by expense type:

foFtho year ended Dagember 31, T ates T T T g e

Wark in pregress 20 25,445,081
Finished goods 20 53,977,812

Opening balance ’ 79,422,693
Raw materials . 20 2,431,389,405
Third party services 925,570,550
Salary cosis 235,161,088
Deprectation’and amortisation costs 70,639,329
Operafing taxes 62,856,509
Other expenses 8,601,943
Cost of sales (3,421,913,653)

Closing balance 391,728,004
Wark in progress 0 74,503,666
Finished goods 20 37,224,308

14



J5SC "UZBEK METALLURGICAL PLANT"

NOTES TO THE PRELIMINARY CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED DEGEMBER 31, 2018
fthousands of UZE)

6. SELLING EXPENSES

Selling expenses were:

“for the year ended December 31, T8 _
Transportafion expenses 40,876,625
Consuling services and commissions 2184157
Customs expenses 1,168,275
Marketing expenses 884,803
Salary costs 18,228
Other 580,813

Total 45,712,571

7. ADMINISTRATIVE EXPENSES

Administrative expenses were:
“Tor s year ended Decamber 1, T e T
Operating taxes 174,848,479
Third party services 79,199,497
Salary costs 62,149,798
Other 73,932,700
Total 380,130,474
8. IMPAIRMENT LOSSES
“for the yais ended December 31, T Netes gy
Impairment of monetary assets;
[nvesiment of financial assats at amortised cost 18 27,088,522
Impairment of frade and ofher receivables ) 2 33,273,368
Impaimnent of othar financial instruments 19 1215473
TR
Impaimienl of non-monetary assets:
!mpainment of investment projects 15 14,727,092
Impairment of cther assets 23 5,136,101
Impairment of advances pald 22 13,088,420
Impairment of imventories 20 2,980,089
—35851,702
Total J—1 1
9. OTHER INCOME AND EXPENSES
Other income included
| Tor the vear ended December 31, L wig T
Gain on sale of olher assets 12,214,544
Services rendered "’ 8,007,289
Gain on sale of ather products 777,64
Gain on sale of property and equipment 7,615,942
Inventories discovered during a stock take 1,688,070
Other . 5,505,950
Total 42,813,426

15



JSC “UZBEK METALLURGICAL PLANT"
NOTES TO THE PRELIMINARY CONSOLIDATED FINANCIAL STATEMENTS {CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2018
{thotsamfs of UZS)

8. OTHER INCOME AND EXPENSES (CONTINUE)

Other expanses included
: for the year ended December 31, TS o

Loss on sale of ofher products 19,791,164
Loss on sale of property and equipment 17,221,983
Loss on sale of giher assets 10,777,595
Services rendered 6,810,779

Expenses associates with reorganisation of
Ikkkilamchikorametallar 1,829,042
Other 11,914,223
Total 68,344,786

In 2018, the Group has started recrganisation of the Ikkilamchikorametallar network, Management expects the reorganisation

process fo be completed in 2013 with no significant costs,

10. FINANCE INCOME AND EXPENSES

Financlal income comprises of;

 for the yiiF ended Dasember 31~ Naan T g .
Dividends : - 19 1,514,810
Bank deposits 147,433
Other financial income 451
Total 1,562,694
Financial expenses represent interest on bank loans amounting to UZS 40,683,112 thousand in 2018,
11. CURRENCY EXCHANGE DIFFERENCE, NET - :
“tor the year snded Dosember 3, T e s
Foreign currancy exchange gain 101,332,158
Foreign cumency exchange loss - (106,984,412)
Cumency conversion expensas . (14,347,388)
Total (19,999,542)
The Group's forsign currency position information is disclosed in the Note 32.
12. CORPORATE SCCIAL RESPONSIBILITY ACTIVITIES COST
Soclal expenses amounted to: '
for e s ended Bossmber 8. et e S
Public axpenses 83,518,608
Support of the jootball club "Metsallurg® 26,553,100
Social expenses for employees 2,769,925
Other 11,352,109
Total 134,193,742
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JSC “UZBEK METALLURGICAL PLANT"
NOTES TO THE PRELIMINARY CONSOLIDATED FINANCIAL ST_ATEMENTS (CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2018
{thousands of UZ3)

13. INCOME TAX

The company measures and records its corporate income tax payables and tax base baged on the Uzhek Tax Code, which may
differ from IFRS.

As certzin expenses are not considered for tax purposes and cerfain income items are non-taxable, the Group may have certain
permanent tax differences.

Defered taxes reflect the net tax effect of temporary differences between the carrying amounts of assets and llabilities for
financial reporting purposes and amounts calculated for taxation purposes. The temporary differences as at December 31, 2018
and January 1, 2078 mainly refate to those generated in the accounting and tax base for certain assets, different methods and the
timing of income and expenses recognition.

The effective tax rate for the year ended December 31, 2018 was 15% in comparison with 15.5% at January 1, 2018.
On June 29, 2018, the President of Republic of Uzbekistan signed Decree on “the concept of improving the tax policy of the Republic
of Uzbekistan™ in accordance with which the corporate income tax rate will decreased from 14% in 2018 o 12% in 2019,
On September 27, 2019, President of Republic of Uzbekistan signed Decree on “ensuring stability of the consumer market, creating
conditions for increasing the competitiveness of domestic producers” In accordance with which the comorate income tex rate will
increase from 12% in 2019 to 15% in 2020,

Income fax recorded in profit and loss was:

“for the yéa iided Dscember i, | g
Current income tax i 71,059,182
Defemed income tax 40,244 457

Total 111,303,639

The effective tax rate and profit reconciliation for 2018 was as follows:

Gov the yeur ended Decomber3t, s .
Profit before income tax 457 440,704

Noeninal tax rafe 1500%
Tax af the statutory tax rafe 68,615,106
Permanent differences 12,616,343
Effect of ihe tax rate change : 1511,122
Effect of tha statutory revaluation of property and -
equipment 28,560,068
Total _ 111,303,639

The nominal tax rates of 15.00% in the table above apply to taxable profits in Uzbekistan for 2018.
Cument tax assets and lizbilities were as follows:

. '“'"ﬁ‘éﬂiri‘lbqr-ﬂ””W.jih'l.'l'a'l'-i'f "

L — - 208 2018
Cument tax asset . 7,183,684
Current tax liability {545,439) -

Current tex (liability) / asset ' (545,439) 7,183,884

The table below provides analysis of deferred tax assets and liakilities in statement of financial position:

. Deeeﬁ‘fherSTWJaauarw o

I e TR T - | B . .. N
Deferred fex assst 37444532 45,383,307
Deferred tax liability : (124,077 595) (91,771,912
Deferred tax liability i {86,633,062) {48,388,605)
The change of deferred tax Gabillty in 2018 was as follows:
" For 16 Joar ended DBGEBSY 31, T T T e g
Beginning balance of deferred tax ligbility . (45,388,605}
Deferred income tax charge {40,244,457)
Closing balance of deferred tax liability (86,633,062)

17



JSC.“UZBEK METALLURGICAL PLANT"

NOTES TO THE PRELIMINARY CONSOLIDATED FINANCIAL STATEMENTS {CONTINUED)

FOR THE YEAR ENDEDR DECEMBER 31, 2018
{thousands of UZS)

13. INCOME TAX (CONTINUE)

TSP “Ehangs in the
Dafarved tax asset and liability year
Pecember 31 January1
- _ 2018 2018 - 2018
Deferred tax asset:
Foreign sxchange loss 4082123 22,063,562 [17,981,520)
Impairment of invesiment projects 1,564,868 287,21 (1,252,403}
Allowance of eyuity investmenis 3,504,995 2,031,486 1,863,500
impairment of inventortes 9,447 397 6,881,232 2,568,185
Impairmant of frade receivables 3,250,368 1,800,437 1,448,951
Impairment of advances paid - 3,171,901 {3,171,941)
Impalrment of nan-core assets 9,029,919 5,169,487 3860432
Impairmant of due from employeas 1,505,452 1,017,299 488,153
Cther 4,669,391 430,502 4,238,889
Total 37,444,533 45,383,307 (7.938,774)
Deferrad tax llabllity: _
Property, plant and equipment {120,489,369) {90,505,050) {29,983,319)
Othar (3,588,226) {1,265,862) (2,322,364)
Total {124,077,595) (91,771,912 {32,305,683)
Net deferred tax Habllity !36.633,0622 £43,388,6031 (40,244,457)
14. PROPERTY PLANT AND EQUIPMENT
...................... U Blig A MackineryaRd T CondRgaRIAT T
l-istorlcal cost sfruciures agquipment Vehicles. . progress Other Total :
January 1, 2018 GE4,065,003  1,067,122,820 69,100,384 22 245,640 35,125,435 _ 1,877,659,532
Acquizition 3,830,075 5,771,084 -, or5298N1 2975327 69,906 208
Disposal (6,308,719) (5,196,420) (1,481,934} 7,184 {8,040,975) (21,000,864)
Transfers 87,775,864 211,589,328 9,393,743 (310.261,110) 1,522,175 -
Translered from investment
prajecls (Nole 15) - - - 239,319,717 - 239,318 717
December 31, 2018 770,162,224 1,278, 266,812 T7.0032,693 8,841,292 31,581,662 2,165.884,583
[ Aiiated depraciion — e e e - <t e
January 1, 2018 (#66,424,551)  (623,330,978)  {43,732,471) [15,949,485) (949,437 495)
Dapraciation charge (18.262,534)  (59.160,885  (10,950,018) (3,385,137) (1,758,554}
Dispasal 1,010,069 4,199,832 1282121 1,767,362 8,259 384
December 31, 2018 {2B3,667,016)  (678,292,011)  (53.410,368) (17,567.270) {1.032.936,565)
" NoF ok valiie T “ g e e
As at January 1, 2078 417540452  A3791842 25368413 22245690 19175840  928,232037
Az at December 31, 2018 486,495,208 599,974,801 23522325 . 8,841,292 14,014,392  1,132948,018

Assets pledged as collateral

Property, plant and equipment with a carrying amount of UZS 211,887,265 thousand and collateral amount of UZS 320,151,356

thousand (January 1, 2018: UZS 288,483,401 thousand} was pledged as collateral to secure loans received by the Group (Note
26). The Group is net entitled to pledge these assets o secure other loans or sell them.

18



JSC “UZBEK METALLURGICAL PLANT”

NOTES TO THE PRELIMINARY CONSOLIDATED FINANGIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2018
(thousands of UZ5)

15. INVESTMENT PROJECTS

As at December 31, 2018 and January 1, 2018, investment projects were as follows:
e e T Rt

2018 2018

Current projects: .
Wire rod preduciion 120,764,857 87,608,128
Femo-silico-manganese production 9,204,107 10,783,182
Ferrosilicon preduction 12,761,574 122,375,428
Matal sheet production 1.514,731 -
Seamless pipe production - 253,888

Total current projects - 144,245,269 . 221,020,626

Suspended projects: -
Production of metallic cord 5,683,713 6,134,772
Production of steel cable ) 5,089,920 5,395,849
Reconstruction of foundry praduction 2,475,815 2475673
Development of mine Tebin Bulak - 16,441,011
Production of Jasteners - 423,938

Total suspendad projects 13,249 448 30,872,243

less: Impairment {13,249,448) (6,864,949}

Total investment projects 144,245 269 235,027,920

The 2018 changes in investment projects were the folluwmg:

for tha year ended Dicomber®t, R IR g E

Cpening Balance 235,027,920
Investment 138,339,367
Advances paid to supplier 10,045,153
Capitalised interest {Note 26) 14,873,638
Transferred to properly and equipment {Nofe 14) (239.319,717)
Impairment (14,727,082

Closing balance 144,245,269

Wire red production

The aim of the project is to generate 100 thousand tonnes of wire rod and fittings per year and further process it to produce cord,
cable and welding wire. The project was valued at USD 19.91 million.

The project is financed by own funds of USD 4.71 milion; with loans provided by the Fund for Reconstruction and Development of
Uzbekistan of USD 10 million and Ipoteka Bank of USD 5.19 million.

As at December 31, 2018, the total outstanding project borrowings amounted fo UZS 128,707,086 thousand or USD 15.19 mitlion
{January 1, 2018: UZS 85,732,144 thousand or USD 10,59 million) (Note 26). Total capnallsed interest for the year ended December
31, 2018 was UZS 5,236,588 thousand.

The Management expects that production starts duting the second half of 2019,
Ferro-silico-manganess production

The aim of the project is for the Company to produce 10 theusand tonnes of femo-silicomanganese per year. Project cost was
assessed at USD 23.83 million including equipment costs of USD 8.26 million,

Financing sources include Company equity of USD 17.10 milllor, an EximBank of Korea loan of USD 5,71 million refinanced through
the National Bank and a loan from JSCMB Ipoteka Bank of USD 1.01 miltion.

Total amounts due amounted to UZS 50,445,104 thousand or USD 6.05 miflion as at December 31, 2018 (January 1, 2018: UZS
8,186,249 thousand or USD 1,01 million} {Note 26). Total capitalised interest for the year ended December 31, 2018 was UZS
430,140 thousand.

The project implemented in 2018.
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JSC "UZBEK METALLURGICAL PLANT”
NOTES TO THE PRELIMINARY CONSOLIDATED FINANGIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2018
[thousands of UZS}

15. INVESTMENT PROJECTS (CONTINUE)

Ferrosilicon production:

The aim of the project is to generate 15 thousand tonnes of ferrosilicon at the Company per year. The project was valued at USD
36.10 million, including the cost of equipment of USD 15.80 million.

The sources of financing are Company equity of USD 22,60 milion, a loan from EximBank Korea of USD 11.48 miflion refi nanoed
through JSCMB Ipoteka Bank and the National Bank and a loan from JSCMB Ipoteka Bank of USD 2.03 million.

As at December 31, 2018 the total amount due on bank loans for the project was UZS 107,950,471 thousand or USD 12.94 million
(January 1, 2018: UZS 67,731,793 thousand or USD 8.34 million) (Note 26). Total capitalised interest for the ysar ended December
31, 2018 was UZS 8,212 908 thousand.

The project commissioned during 2018.
Metal sheet production
The aim of the project is to produce 1,041 thousand tonnes of hotyolled strips in a year. The project was valued at USD 813 million.

The project financing consists of own funds of USD 122.6 million, foreign bank loans from Gazprombank and Credit Suisse in the
aggregate amount of USD 380,4 million as well as financing from local banks of USD 100 million (National Bank of Uizbekistan —
USD 86.0 million and JSC lpoteka Bank - USD 14.0 milicn).

The project is expected to be commissioned in 2022,
Suspended projects

Group management, having assessed the other prajects, has concluded that their further development is not economically feasible
therefore ceased financing them for the moment. As at December 31, 2018 project impairment losses were UZS 13,249,448
thousand. (Jamuary 1, 2018: UZS 16,864,949 thousand;).

Management does not expect any significant further expenses on these projects.
Change in impairment provision of investment projects is the fol!owmg

o e et onied Decernber31, e NG
Opening Balanee 16,864,949
Increase in loss allowance 8 14,727,092

Wrile offs (18,342,593}
Closing Balance 13,249 448

16. INTANGIBLE ASSETS
Carrying amount of Intanglble assels:

e L T ——— December31Janua¢y1

5 - : 208 o8
Software 1,531,354 1,535,754
Less: accumudated depreciation (762,380} {(470,644)

B68,974 1,065,110

During 2018, capitalised costs used to develop sofiware amounted to UZS 95,800 thousand (January 1, 2018: UZS 163,000
thousand). The amortisation charges amounted to UZS 291,736 lhousand and UZS 257,726 thousand in 2018 and 2017,
respectively, Useiul iives vary between § and 10 years, _



JEC "UZBEK METALLURGICAL PLANT”

NOTES TO THE PRELIMINARY CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2018
[thousand's of UZS)

17. ASSOCIATES

investment in associates includes the following

. T Desember i Jaiayd
: Principal activity 2018 2018
Uz-Shindong Sillcon (holding share - 25%) manufacluring 955,750 -
- cost of investment 3,858,025 3,868,025
- share of post-acauisiion loss, net of dividend received (2,512,275 {3,868,025)
Bekabad Ogneupor (helding share - 30%) manufacturing 532,763 389,851
- cosi of investment 2,056,813 2,056,813
- share of post-acquisifion foss, et of dividend received (1,524,650} - {1,666,962)
468,513 389,857

The aggregate of the financial infbrmation in respect of associates Is set out below, The summary of the financial information below
represents amounts shown in the associates’ financial statements prepared in accordance with IFRSs and adjusted by the Group

for equity accounting purposes.

" Dacember31  January 1

ot e e 2018
Preperty and aquipment 27,463,813 24,319,104
Inventory 18,720,552 9,475,745
Trade recaivables and ather assets 14,735,390 9,149,383
Cash and cash equivalenis 36,859 904,772

58,956,614 43,849,004
Bank loans 41,902,916 32,521,138
Trade and other payables 11,454,822 19,364,296
53,357,738 51,885,435
Net assets 5,598,876 {8,035,431)

forthe year ended December 31, T T T T e
Sales 72,949,720
Cast of sales {39,260,778)
General and administrative expenses (24,645,714)
Net profit 9,043,228

Reconciliation of investments in associates is the following:
“Go7 b year endid Dacamber 31, e g e
Opening Balance 389,851
Share of profit 1,008,662
Closing Balance 1,488,513
-
18. FINANCIAL ASSETS AT AMORTISED COST
Financial assels at amortised cost consists of Up to one-year interest free loans:

e et s et s _ - Dagerba i e
o 2018 - - 2018 - e
Uz-Shindong Silicon 27 088,522 25,541,295
Almalyk Mining Combine 2,078 430 91,838
Uz-Kor Silicon 1,361.419 1,361,415
Navoi Mining Combing 359,610 32,287
Other 120,985 142,797

. 31,017,966 27,169,832
Less: Loss allowance (27,088,522} -
Less: long-term portion {114,060) {123,545)

3,815,384 27,046,087
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JSC “UZBEK METALLURGICAL PLANT"

NOTES TO THE PRELIMINARY CONSOLIDATED FINANCIAL STATEMENTS {CONTINUED)

FOR THE YEAR EMDED DECEMRER 31, 2018
fthousands of UZS)

18. FINANCIAL ASSETS AT AMORTISED COST {CONTINUE)

For purpose of impairment assessment, the financial assets at amortised cost, except for Uz-Shindong Silicon, are considered to
have low credit risk as the counterparties to these instruments have good credit history and financlal performance, Accordingly, for
the purpose of impairment assessment for these financial assets, the loss allowance is measured at an amaunt equal to 12-menth
expected credit losses {ECL),

In determining the ECL, management has taken Into account the historical default experience, the financial position of the
counierparties, as well as the future prospects of the industries In which {he borrowers operate,

There has been no change in the estimation tachniques or significant assumptions made during the current reporting perlod in
assessing the loss allowance for these financial assets.

Impairment loss on financial instruments measured at amortised cost is recagnised in profit or loss, with a corresponding adjustment
to their carrying amount through the loss allowance account. The following table shows the movement in expected credll losses
(ECL) that has been racognised for the respective financial assets:

for the year ended Dacemhber 34, o Notes, R 2018

Opening Balance

- Increass in loss allowance ] ' ~ 2?__0_8_@_5_2_2
Closing Balance 27,088,522

19. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT AND LOSS

The investments below include investments in quoted equity securities that offer the Group the apportunity for return through
dividend income and fair value gains, They have no fixed maturity or coupon rate, The fair values of these securifies are based on
chosing quated market prices on the last market day of the financial year. The Management has corrected the fair value of the
fi nancial assets at fair value through prof tor bss prowded that the local stock exchange has not have sufficient liquidity.

" Decemberdt January1

Beld for trading non-derivative financial assets  [ndustry . share, % 2018 . 2018
Quoted equity securities
Ipoleka Bank Banking 7.50 20,288 648 . 20,288,648
Uzbek Commadity Exchange Trading 6.00 5,585,224 5,585,224
Asaka Bank Banking 0.43 845,000 945,000
26,818,372 28,818,872
Loss allewance ) {4,257 657 (3,041,184
Total financial assets as at FVTPL, net 22,561,215 23,777,688

The amount of dividend income comprised UZS 1,514,810 thousand (Nofe 10),

20. INVENTORIES
e g e ~Dacembarsi Sasuaty 1

. 2018 2018
Finished goods: .
Balls for mills 124,886,708 10,985,862
Rolled metals - 166,710,957 33,264,361
Non-ferrous metals 488,875 1,211,968
Cther . 25,137,858 8,515,623
Work in progress 74,503,666 25,445,081
Materials and supplies: sr,rap 80,653,244 66,092,259
Materials and supplies; others 309,686,313 103,300,341
Spare parts and consumables - 58,866,390 51,274,/
Fuel and lubricanis 12,798,813 8,213,858
Others 60,660,278 75,207,382
) : 924,293 102 384,511,524
Loss allowance (50,874,942} {47,884,853)
Total 873,418,160 336,626,671

The cost of inventories racognised as a production expense Includes UZS 2,431,389,405 thousand. {Note 5}



JBC "JZBEK METALLURGICAL PLANT"
NOTES TO THE PRELIMINARY CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
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20. INVENTORIES {CONTINUE)

Changes to the provision for impaired and illiquid inventories:

or the year énded Dosember 31T Nots, T
Opening Balance 47,684,853
Impairment loss 8 2,990,089
Closing Balance ) 50,874,942

21. TRADE AND OTHER RECEIVABLES .
T e e e

: 2018 2018 - :
Amount due in UZS 345,640,601 50,552,871
Amount due in foreign currencies 148,235,716 2,966,790

' 493,876,317 53,519,661
Loss allowance (34,138,673} (4,597,277)
Total trade and other receivables 453,737,644 48,922,384

Trade and other receivables due from the related paries amounted to UZS 350,969,242 thousand (Janvary 1, 2018:
IZ8S 96,841,066 thousand).

The range of the credit period on sale of gocds is 30-180 days (2017: 30-180 days). No interest is charged on the trade receivables,

Loss allowance for trade and other receivables has always been measured at an amount equal to lifetime expected cradit losses
{ECL). The ECL on trade and ofher receivables are estimated using a provision matrix by reference to past default experience of
the debtor and an analysls of the debtor's current financial position, adjusted for factors that are specific to the debtors, general
econamic conditions of the industry in which the debtars operate and an assessment of both the current as well as the forecast
direction of conditions at the reporting date.

The Group accounts for the defaulf debtors as “Claims made” with Other assets (Note 23) and has recognised a loss allowance of
almost 100% =against those receivables because hlstonca] experience has indicated that these receivables are generally not
recoverable, v

There has been no change in the estimation techniques or significant assumptions made during the currert reporting pericd.

A trade or other receivable is written off when there is information indicating that the debtor is in severe financial difficulty and there
‘Is no realistic prospect of recovery, e.g. when the debtor has been placed under liquidation or has entered into banknuptey
proceedings, or when the trade and other receivables are over three years past due, whichever oceurs earlier. None of the trade
and ather receivables that have been wrltten off is subject to enforcement activities.

The following table details the risk profile of trade receivables from contracts with customers based on the Group's provision marix.
Asthe Group s historical credit loss experience does not show significantly different foss pattems for different customer segments,
the provision for loss aliowance based on past due status is not further dlstmgmshed between the Group's different customer base

 a at Dacember 31, 2018 ST upto 90 daysup 6o B0 days over180days T Total
Estimated total gross carrying arnountat default 431,694,501 31,025240 31,156,576 493,876,317
Expected credit loss rate, % £.08 12.10 13.28
Lifetime ECL (26,247,026) {3,754,054) {4,137,593) {34,138 673}
Total trade and other receivables 405,447 475 27,271,188 27,018,983 459,737,644
lasatJanuary 1,2018 T TR S days - upto 180.days . over 160 days - . Total: .. "
Estimaied total gross camying amount at default 41,365,034 5,349,335 6,805,202 53,519,861
Expected cradif loss rate, % - 195 8.50 12.55 _
Lifetime ECL {3.288,520) (454,693) {854,064) (4,597,277)
Tofal trade and other receivables 38,076,514 4,894 842 5,951,228 48,922,384
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21, TRADE AND OTHER RECEIVABLES {CONTINUE)

The table helow shows the movement in lifetime ECL that has been recognised for frade receivables in aceordance with the
simplified approach set outin IFRS 9:

fortheyearsnded Decembar 51T T Rele. T T g
Opening balance . 4,597,277
Remeasurement of loss allowance 8 33,273,388
Amounts written off (3,731,992
Closing balance 34,138,673

| _ e asember 3 FaiA

: _ ) ' y M8 2018 ;
Advances for matenials and services 287,108,360 173,476,087
Other advarces paid 2471347 3773529
259,577,707 177,249,626

Loss allowance {34,393,724) {22,658,723)
Total 235,163,983 154,592,903

Advances paid to related parties amounted to UZS 88,091,894 thousand (January 1, 2018: 26,072,008 thousand).
Movement in the loss allowance is as follows:

for the jear endad Desenbir . " Nos g
Opening kelance 22,656,723
Loss allowance B 13,098,420

Write-off of bad debts - (1,361,419)
Clesing balance : 34,393,724

23, OTHER ASSETS

— e December 31 ariaryt
; _ . 2018 2018 i
Claims made 41,906,679 43,003,778
Other accounts racefvables 3,371,767 2,930,760
Prepaid expenses 2,569,876 2,386,951
Amount due fram employees ' 1,744 284 1,723,572
* Assels of the non-core business subsidiarias 30,482,742 37,879,807

: 80,075,348 87,934,668

Impairment provision (40,691,723} {35,555,622)
Total 39,383,628 52,373,046
Non-current 26,398,298 30,429,486
Current 12,985,327 21,049,560
Total 38,383,625 52,379,046

The impairment provision mainly represents amounts provitlzd for ¢laims issued by the Group.
Movement in the impairment provision is as follows: '

{for the year ended Cecember 37,  ~ T Note ~ T g T
Opening Balance 35,555,622
Recognition of an addilonal impairmant charge 8 5,136,101

Writeoffs

Closing Balance 40,651,723
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24. CASH AND CASH EQUIVALENTS

) 2018 218 :
Cashin UZS - 34,060,712 78,779,340
Cash in foreign currency ) 121,250,982 85,039,683
Total 155,311,694 163,819,023

The Group mainly uses the services of JSCB Ipoteka Bank, JSCB Uzpromstroybank, JSCB Hamkorbank,

25. EQUITY

Autherised share capital

The Company's authorised share capital comprises of ordinary and preference shares. Each ordinary share paid.in full gives one

voting right at a general meeting of shareholders and a right to receive dividends.
e e

P : 2018 2018 L
Ondinary shares (paid) 43,322,393 42,503,013
Preference shares 906,420 908,420

Total 44,228,813 43,405,433
Parvalus of shares (LZS) 5,000 5,000
Tote! authorized share capital _ 221,144,087 217,047,165

For preferred shares, the annual minimum value of dividends is 6% of par value, or UZ3 300 per preference share,
Other reserves

The Group uses net profit to create reserves to cover losses, withdraw corporate bonds from circulation, pay dividends on
preference shares and redeem ordinary shares, If no other funds are available,

Reserves are generated as a result of the annual allocation of 5% of net profit unfil a minimum resetve balance is set up, which
should not be less than 156% of authorised share capital. In 2018, reserves were replenishad by UZS 4,727,585 thousand.

Retained sarnings

: for 6 yiar sided Bacember 3 : oo - : ~sia -
Openlng balance . 615,760,886
Profit for the year 346,137,065
Transfer ta other reserves (4,727 585)
Clesing balance 961,170,366

Dividends pai'd in 2018 amounted to UZS 214,779 thousand.
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26. BANKLOANS
e e  Bietnlbie 1l

: Noles 2018 2018 :

Investment projecis: . 285,102,661 161,650,186

- ferrosilicon production 15 107,950,471 87,731,793

- wire rodf production 15 §0,445,104 8,186,249

- farro-sitico-mangansse production 15 128,707 D86 85,732,144
Upgrade of currant production capacity: 57,789,954 1,407,561
Replenishment of working capital 453,147,191 187.496.445
805,039,806 440,554,612
Long-term portion of loans . {303,881,813) {313,008,436)
Short-term portion of Ioans 502,157,993 127 455176

As at December 31, 2018, the outstanding balance of the foreign currency denominated loans were USD 67,225 thousand
(January 1, 2018: USD 54,255 thousand).

The list of key lenders is as follows:

December 31 Janvary 1
: 2018 2018 .,....-
Ipoleka Bank 335,215,008 285,630,857
Industial and Construction Bank 274,190,168 92,108,282
National Bank 96,036,173 18,412,684
Agrobank 72,968,321 -
Hamkor Bank : 27,630,138 43,308,836
Asaka Bank - - 1,002,953
Total 806,039,306 440,554,612

Interest rates on bank loans as at the end of 2018 were 3.5% - 18.5% (January 1, 2018: 3.5 - 8%). The weighted average effective
interest rate was 13.37% per annum (January 1, 2018: B.08% per annum). The bank loans obtained for the working capital are due
within twelve months, while for the investment projects vary from 3 to 7 years.

As disclosed in Note 14, the Group pledged specific assets as bank loan collateral, The book value of pledged assets was
UZS5 211,887,265 thousand with the collateral amount of UZS 320,151,356 thousand (January 1, 2018: 289,483,401 thousand and
243,478,051 thousand).

The table below shows the movement in bank loans as a result of fi nanclng activities, mcluding cash and non-cash changes

[ for the year eided Decoriber 3. _ e . o :

Opening balance _ 440,554,612
Principal: received . 598,797 813
Frincipal: repaid {341,596,885)
Interest: accrusd 55,562,750
Interest: paid _ (55,562,750}
Currency exchange loss 8,264 266

Closing balance 806,039,806

Interest accrued and paid amounts include capitalised interest on investment projects in the amount of UZS 14,879,638 thousand
as disclosed in Note 14,

The maturity analysis for bank loans (including principal and interest) as at December 31, 2018 and January 1, 2018 is shown in
the lable below

Less thy “Fromite5 . Morethan T
Lo . . Tyear . years. .o .- . Syears: .. . .- Towl | . i
December 31, 2018 562,229,775 327, 453 22 - 889, 583 197
Janvary 1, 2018 . 207,609,583 283,748,327 22,761,868 514,120,778

Ag at December 31, 2018, undrawn loan facilities were valued at UZS 105,593,852 thousand (January 1, 2018; UZS 196,799,375

thousand), of whnch UZS 5,604,178 thousand (January 1, 2018: UZS 79,530,128 thousand) pertained o investment projects, and

UZS 09,989,674 thousand (January 1, 2018: UZS 117,269,247 thousand} to the working of capital. The undrawn loan facilities were
"not included in the above table.

2
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27. OTHER FINANCIAL LIABILITIES

Other financial liabilities are represented by commercial loans raised by the Group and due for repayment in 12 months, The loans
are interest free.

_ _ 2018 2048
Almalyk Mining and Metallurgical Combine 2,882,952 2,263,140
Liz-Kor Silicon 1477086 -
Navei Mining and Metallurgical Combing 5,249 4,840
Cther , 514
Total 4,365,287 2,266,394
Movements in other loans during 2018 were as follows:
" for e yéar snded Determber 31, e & — T
Opening balance 2,268,304
Received in goods 3,951,789
Non-cash offsets {1,854,895)
Ending balance 265,28?
28. TRADE AND OTHER PAYABLES
T e i S g “ faniag A
P e 08 2018 _
Trade payable in UZS 102,935,534 135,663,195
Trade payables in foreign cumencies 592,625,359 402,641,202
Total 695,560,893 538,304,397

Average purchase credit terms range between 1 and 3 months. Interest is not accrued on trade payables. The Group financial risk
management policy stipulates the repayment of payables within contragtual credit terms.

28. ADVANCES RECEIVED

- Debenber T Jahim o

; . 2018 2018 o
Advanced received in USD for balls and rolled metl 75,658,300 22,021,087
Advances received in UZS for balls and rofled metal 10,056,462 - 12,781,567

. Advancaes recelved for other products 8,212,528 3,743,559
Other advances recaived 19,004,142 508,274

Total 113,021,541 39,054 487

Advances received to related parties amounted to UZS 20,048,168 thousand (January 1, 2018; UZS 72,661,490 thousand).
30. VAT AND OPERATING TAXES PAYABLES

- B T D Jmuarfr1

: o . . ) - M8 - B
Amouonts duz to various funds 25,770,962 9,398,711
VAT payable 21,508,018 -
Cther taxes payable 26,995,183 10,131,673

Total amount due 76,274,163 19,530,384
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31. OTHERLIABILITIES . |

" December 31 Janvary1”
: 2018 2018
Cash deposits by authorities 45,000,000 -
Salary payable 13,840,756 2,299,426
Other payable to employess 892,567 512414
Dividends payable 361,304 576,083
Othars 7,028,117 20,408,710
Total 67,223,744 23,096,633

The cash deposit placed by authorities is a temporary placement as a compensation for economic damage impaired by certain
legal entities pricr fo August of 2017. Upon completion of court, the amount could be recognised as income.

32, FINANCIAL INSTRUMENTS

Equity management

The Group manages equity to continue as 2 going concem for the foreseeable future and simultaneously maximise shareholder

profit by optimising debt to equity ratios.

The debt to equity ratio at the end of the reporting period wes as follows:

{ December31  January 1
: _ Notes 201§ 2018 ]
Bank loans 26 806,039,806 441,554,612
Equity 1,219,412 604 869,178,837
Debt to equity ratio 66.10% 50.69%
Categories of financlal Instruments
e " Notes™Decembar 31 Taiay A
 Financlal assets _ 2018 2018
Cash 24 156,311,694 163,819,023
Trade and other raceivables 21 450,737,644 48,922 384
Financial assels at amorised cost 18 3929444 27,169,632
Flnancial assels at fair value through profit and loss 18 22,561,215 23,777,688
Other assets 2 5,116,051 4,864,332
Total 646,656,048 268,343,059
Non-current assels 22,675,275 23,901,233
Current assets 623,980,773 241 444 B2
Total 646,656,048 268,343,059
; e e Nt Besember s IR
: Financial liabilides ) 2018 ) 2018 )
Trade and other payables 8 695,560,893 538,304,397
Bank loans 26 806,039,806 | 440,554 612
Other [abilities 27 15,194,627 -3,487,923
Total 1,516,795,326 982,346,932
Long-tem financial liabilities 303,881,813 313,099,436
Short-term financial liabilities 1212913513 662,247,496
Total - 1,516,795,328 982,346,932

Financial risk management

The Group's financial block coordinates access to borrowings, controls and manages financial risks, analysing the probability and
size of current Group risks. These risks inchtde market risks (including currency, interest and pricing risks), credit risks and liquidity

risks.
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32, FINANCIAL INSTRUMENTS (CONTINUE)
Market risk

Risks related to Group activities are the risks of exchange rate and interest rate fluctuations. The Group does not use derivative

financial instruments to manage the risk of fluctuations in interest rates and exchange rates,

Currency risk management

The Group is exposed to currency risk due fo ts fransactions in foreign currencies. Foreign currency denominated monetary assets

and liabilities are as follows {amovnts are shown in the original currency):

" December 31 “January 1
— . 2018 e
Assefs denominated in USD 3,777,074 21,477,305
- Cash 14,031,913 B,190,607
- Tratle and other receivables 17,745,161 13,286,698
Liabilities denominated In USD (124,179,557) {96,089,534)
- Trade and other payables {56,953,829) {41,834,509)
- Benk loans [67.225,728) {54,255,025)
Net position in USD (22,402,483) (74,612,229)
Assets denominated in Euros 457,555 2,635,661
- Cash 425341 1.411.547
- Trats accounts recaivablas 32214 1,224,114
Liabililies deneminated in Euros (6,538,950} (6,534,603}
-~ Trade and other payablas (6,536,950} {8,534,603)
« Net position in Euros {5,081,395) {3,898,942)
Assets denominated in Rubles (Russia) 41,496 35,503,466
- Cash 41,496 35,503 466
Liabilifies denominated in Rubles (Russia) (234,372) {347,013)
- Trade andf other payables {234,372} {347.013)
Net position in Rubles (Russia) {192,876) 35,156,453

The table below provides details of the possible effect of a 20% increase or drop in the exchange rale against specific currsncles.
This level of sensitivity is used to analyse and prepare internal currency risk reporting for key managers and represents
management's estimate of a reasonably possible change in foreign exchange rates, The sensitivity analysls includes only outstanding
foreign currency denominated monetary items and adjusts thelr translation at period end for a 20% change in foreign currency rates.

The sensitivity analysis includes extemal loans as well as loans 10 foreign operations within the Group where the denomination of
the loan is in & currency other than the functional currency of the lender or the bemower. A positive number below indicates an
increase in profit or equity where the Uzbek Soum strengthens 20% against the relevant currency. For a 20% weakening of the
Uzbek Soum against the relevant currency, there would be a comparable impact on profit and equity

 Strengthening of UZS : “Usp CUUEUR -.Ruble (Russia) _
. for the year snded Dacember 31, 2018 P 2018 - 207 2018 - 2017
Profit and loss 154,119,025 121,171,008 11,538,747 7,505,229 212 {979.459)
Wi oF U8 g Rabie Rissia)
for e yoar ended Dacember 31, 2098 2017 . 3018 .. . 2017 08 AT
Profitand loss (154,119,025) (121,171 006] {11, 529 ?77) (7.505,229) 212 979,459
The Uzbek Soum exchange rate agamst the main forelgn currencles was:
- o L T Bcamber T TaaA
s, “2ME o 2018
Uzbek Soum to USD 833955 8,120.07
Uzbek Seum to Eurp 9.479.57 962472
Uzbek Soum to Russian Ruble 12091 133.30
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32, FINANCIAL INSTRUMENTS (CONTINUE)
Interasf rafe risk management
The Group is exposed to interest rate risk since it borrows funds at fixed and floating interest rates.

The sensitivity analysis below has been determined based on exposure to interest rates for non-derivative instruments at the end
of the reporting period. For floating rate liabilities, the analysis Is prepared assuming the Hability cutstanding at the end of the
reporfing period was outstanding for the whole year. A 50-point basis increase or decrease is used when reporting interest rate
risks intemally to key management personnel and represents management's assassment of a reasonably possible change in
interest rates.

If interest rates grow {fall) by 50 basis points and all other variables are retained, then the Group's financial result for 2018 would
fall (grow) by UZS 2,0??,657 theusand.

Credit risk management

Credit risk refers to the risk that a counterparty will defauit on its contractual obligations resulting in financial loss to the Group. The
Group has adopted a policy of only dealing with creditworthy counterparties and obtaining sufficient collateral, where appropriate,
as & means of miligating the risk of financial loss from defaults. The Group only uses publicly available financial information and its
own trading records o rate its major customers. its exposure and the credit ratings of its counterparties are continuously menitored,
and the aggregate value of transactions concluded is spread amongst approved counterparties. Gredit exposure is controlled by
counterparty limits that are reviewed and approved by the risk management committee annually.

Trade receivables comprise of many customers, spread across diverse industries and geographical areas. Ongoing assessment is
carried out on the financial position of debtors. Group's management is of the opinion that the credit risk in relation to trade
receivables is low as its customer base is predominantly made up of third parties,

The credit risk on cash with bank is low since these banks had high credit-ratings assigned by international credit-rating agencies.
Liquidity risk management

The Group manages liguidity risk by maintaining adequate reserves, banking faciliies and reserve borowing facilities, by
continuously monitoring forecast and actual cash flows, and by matching the maturity profiles of financial assets and liabilities.

The following tables detail the Group's remaining contractual maturity forits non-derivative financiat liabilities with agreed repayment
periods. The tables have been drawn up based on the undiscounted cash flows of financial liabilities bassd on the earliest date on
which the Group can be required to pay. The tables include interest and principal cash flows. Contractual maturity is based on the
earliest date on which the Group may be required fo pay. Interest payments were calculated at the weighted average interest rate.

— : e - -  Garying
- As at December 3, 2018 Upio 30 days T-3months  32months  1Sveers. - OverSyoars  Total . - - amount - °

Trade payavle 511,434 485 T 184,226,407 - §65,560,883  695,560893
Bank loans 49,925,131 9845675 A13BTTOE9 37 ASBAXZ - 880638197  BOG039808
Other 4,365,267 - T - - - 4,365,267 4,365,287
5E5625004  9BAZSAT5 506,104,376 327A58A422 - 1589514377 1,503,965966
e o oo
" Az at January 1, 2018 Upto30deys 13 menths 313 months 1-5years OverSyaars  Tofal amoont
Trade payable 292164381 246,140,018 - - - 538304397 538,304,307
Bankloans 24752684  4585B985 137699934  280,449528 22761867  SO0,520976 440554612
Other 2,268,394 - - 2,266,394 2,268,394

318685459 201796981 137,699.934 290,149,526 22,761,867 1,061,393 767 961,127 403

As at the reporiing date, credit lines of UZS 105,593,852 thousand (January 1, 2018; UZS 196,799,375 thousand) had not been
used. The Group intends to repay its liabilities using cash from core activities and receipts from financial assets for which the
repayment date has anived.

Fair value of financial instruments

According to management, the camying amount of the Group's financial asséts and liabilities recorded in financial statements is
more or less equal to their fair value.
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33, RELATED PARTY TRANSACTIONS
Transactions related to core achvrhes with related parues are presented below:

" Product/ service Product ! seivice
: sales purchases
: forthe yaar ended Decemberd, 018 2018 _
Associales 4,540,637 B7.802,526
Jeintly controlled companies 2,152,602,949 358,272,376
Kay management personnzl - 1,127,834
Supservisory Board members - 377,468
Seed sy seiaivabien . Related ks
Docember 31 January 1 December 31 January 1 :
: 2018 2018 2018 2018
Asscciates - 6,487,586 20,307 817 13,503,675 1,352,046
Jointly conirolied companies 439,458,955 119,270,677 803,128,022 473,095,697

Group preducts were sold to related parties at market prices. Purchases wers alse made at market prices,

. Balances in setflements with related parties are not Secured and will be paid off in cash, except for bank [oans that have not been
secured by Group assets. No guarantees were issuad or recelved. During the reporting year and previous years, the Group did not
accrue doubtful or bad debt provisions for related party debt.

Remunerafion payments to board of directors’ members {December 31, 2018; 8 January 1, 2018: 8) and other key managers
{December 31, 2018: 15; January 1, 2018: 15) are set by the remuneration committee based on performance and labour market
trends.

As at Decamber 31, 201 8, the Group held Cash and cash equivalents of UZS 141,447,856 thousand in the related parties' accounts
(mainly government banks). (January 1, 2018; UZS8 174,763,316 thousand).

For the year ended December 31, 2018, the Group incurred inferest expense In the amount of UZS 52,185,224 theusand and
interest income in the amount of UZS 00,096 thousand from related parties.

SF| Management Group provided the Group with management sanvices for UZS 4,800,000 thousand, The outstancllng balance of
payable comprised UZS 400,000 thousand as of the end of 2018 {January 1, 2018: UZS 400,000 thousand),

#H
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34. NON-CASH TRANSACTIONS

The Group's non-cash financial and investmant transactions not recordad in the statement of cash flows provided below:

—  receiving and repaying other financing {Note 27)

—  repaylng accounts receivable and payable with Almalyk Mining and Metallurgical Combine and Navoi Mining and
Metallurgical Combine of UZS 3,951,789 thousand during 2018.

33, COMMITMENTS

As at December 31, 2018, commitments to purchase property, plant and equipment amounted to UZS 12,737,854 thousand
(January 1, 2018: UZS 125,318,164 thousand). .

Subsidiaries, assoclates and joint ventures have no significant commitments.

36. CONTINGENT LIABILITIES AND CONTINGENT ASSETS
Litigation -

From time to ime, during the course of the Group activities, clients and counterparties make claims against the Group, Management
helieves that as a result of court cases, the Group will not incur any significant losses and, consequently, no provisions have been
created in these preliminary consolidated financial statements.

Taxation

Legislation affecting business in Uzbekistan continues to change rapidly. Management’s interpretation of it as applied to Group
activity may be challenged by the state authorities. Management believes it has provided adequately for tax liabllities based on its
interpretation of tax law. However, the tax authorities may have different interprstations, and the effects on the financial statements
could be significant. '

Operating environment

Emerging markets such as Uzbekistan are subject to different risks than more developed markets, including sconomie, political and
social, and legal and legislative risks. Laws and regulations affecting businesses in Uzbekistan continue to change rapidly; tax and
regulatory frameworks are subject to varying interpretations. The future economic direction of Uzbekistan is heavily influenced by
the fiscal and monetary policies adopted by the govemment, together with developments in the political environment.

37. EVENTS AFTER THE REPCRTING PERIOD
Dividends deciared.,

The Group declared dividends of UZS 129,347,171 thousand (including the 2019 interim dividends of UZS 47,262,650 thousand)
payable until the end of 2019, '
Large contract signing.

The Group has commenced an investment project to build a production Eacility for outpuf of 1,041 thousand tonnes of hot-rolled
strips per year. The expected overall project cost is over USD 800 million. The anticipated production commencement date is by
the end of 2022, The project is going to be financed by foreign and local banks in an aggregate amount of USD 490 million and
own funds of USD 123 million,
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38. SIGNIFICANT ACCOUNTING POLICIES
38.1. Financial instruments

Financizl assets and financial ligbilities are recognised on the statement of financial position when the group becomes a party to
the confractual provisions of the instruments,

Financial assets and financial liabilities are initfally measured at fair value. Transaction costs that are directly attibutable to the
acquisition or Issue of financial assets and financial liabilities (other than financial assets and financlal liabilities at fair value through
profit or loss) are added to or deducted from the falr value of the financial assets or financial liabilities, as appropriate, on initial
recognition. Transaction costs direclly attributable to the acquisition of financial assets or financial liabilities at fair value through
profit or loss are recognised immediately in profit ot loss.

Financial assets

Alifinancial assets are recognised and de-recognised on a trade date basis where the purchase or sale of financia! assets is under
a contract whose terms require delivery of assets within the ime frame established by the market concemed.

All recognised financial assets are subsequently measured in their entirety at either amorfised cost or fair value, depending on the
classification of the financial assets,

Classification of financial assets

Debt Instruments that meet the following conditions are subsequently measured at amortised cost:

— the financial asset is held within a business model whose objective is to hold financial assats in order to collect contractual
cash flows; and

- the contractuial terms of the financial asset give rise on specified dates te cash flows that are solsly payments of principal and
interest on the principal amount outstanding.

Debt instruments that meet the following conditions are subsequently measured at fair valua through other comprehensive income
(FVTOCI): .
—  the financial asset is held within a business model whose objective is achieved by both collecting contractual cash fiows and
selliing the financial assets; and :
—  the contractual terms of the financlal asset give rise on specified dales o cash flows that are solely payments of principal and
- interest on the principal amount outstanding.

By default, all other financial assets are subsequently measured at fair value through profit or loss {FVTPL).

Despite the foregoing, the Group may make the following irrevocable election/designation at initial recognition of a financlal asset:

- [he Group may imevocably elect to present subsequent changes in fair value of an equity investment in other comprehensive
income if certain criteria are met; and

- the Group may imevocably designate a debt investment that meets the amortised cost or FVTOCI criteria as measured at
FVTPL if doing so eliminates or significantly reduces an accounting mismatch,

Amortised cost and effective inferest method

The effective interest method is @ method of calculating the amortised cost of a debt instrument and of allocating interest income
over the relevant peried. - .

For financial instruments other than purchased or originated credit-impaired financial assets, the effective interest rate is the rate
that exactly discounts estimated future cash receipts (including all fees and points paid or recelved that form an integral part of the -
effective interest rate, transaction costs and other premiums or discounts) excluding expected credit losses, through the expected
life of the debt instrument, or, where appropriate, a shorter period, to the gross canying amount of the debt instrument on initial
recognition. For purchased or originated credit-impaired financial assets, a credit adjusted effective interest rate is calculated by
discounting the estimated future cash flows, including expected credit losses, to the amortised cost of the debt instrument on initial
recognifion,

The amortised cost of afinancial assetis the amount at which the financial asset is measured at initial recognition minus the principal
repayments, plus the cumulative amortisation using the effective interest method of any difference between that initial amount and
the maturity amount, adjusted for any loss allowance. On the other hand, the gross canving amount of a financial asset is the
amertised cost of a financial asset before adjusting for any loss allowance,
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38. SIGNIFICANT ACCOUNTING POLICIES {CONTINUE)
38.1. Financial instruments {(continue)

Financial assets (continue)

Classification of financial assets (continue)

Interest income is recognised using the effective interest method for debt instruments measured subsequenty at amortised cost
and at FVTOCI. For financial instruments other than purchased or originated credit-impaired financial assets, interest income is
calculated by applying the effective interest rate fo the gross carrying amount of a financial asset, except for financial assets that
have subsequently become credit-impaired. For financial assets that have subseguently become credit impaired, interest income
is recognised by applylng the effective interest rate to the amortised cost of the financial asset. If, in subsequent reporting pefiods,
the credit risk on the creditimpaired financie! instrument improves so that the financial asset is no longer credit-impaired, interest
income is recognised by applying the effective interest rate to the gross camying amount of the financial asset.

For purchased or criginated credit-impaired financial assets, the Group recognises interest income by applying the credit adjusted
effective interest rate to the amortised cost of the financial asset from Initial recognition. The calculation does not revert to the gross
basis even if the credit risk of the financial asset subsequently improves so that the financial asset is no longer credit impaired.

Interest income is recognised in profit ot loss and is included in the "Finance income and expenses” line item.
Debt instruments classified as af FVTOC!

Listed redeemable notes are classified as at FYTOCI The listed redeemable notes are Initially measured at fair value plus
transaction costs. Subsequently, changes in the carrying amount of these listed redeemable notes as a result of foreign exchange
gains and losses, impairment gains or losses, and interest income calculated using the effective interest method are recognised in
profit or [0ss. The amounts that are recognised in profit or loss are the same as the amounts that would have been recognised in
profit or loss If these listed redeemable notes had been measured at amortised cost. All other changes in the canrying amount of
these listed redeemable notes are recognised in other comprehensive income and accumulated under the heading of investments
revalration reserve. When these listed redeemable notes are derscognised, the cumulative gains or losses previously recognised
in other comprehensive income are reclassified to profit or loss.

Equity insfruments deslgnated as at FYTOC!

On initial recognition, the Group may make an irrevocable election (on an instrument-by<instrument bas[s} 1o designate investments
in equity instruments as at FVTOCI. Designation at FVTOCI is not permitted if the equity investment is held for tradlng orifitis
contingent consideration recognised by an acquirer in a business combination to which IFRS 3 applies.

Afinancial asset is held for trading if:

— it has been acquired principally for the purpose of selling it in the near term; or

— on hnitial recagnition it is part of a portfolie of identified financial mstuments that the group manages together and has evidence
of a recent actual pattern of short-term profit-taking; or

- ltisaderivative (except for a derivative that s a financial guarantee contract or a designated and effective hedging instrumen).

Investments in equity instruments at FYTOC! are initially measured at fair value plus transaction costs. Subsequently, they are
measured o fair value with gains and losses arising from changes in fair value recognised in ofher comprehensive income and
accumulated in the investment’s revaluation resarve. The cumulative galn or loss will not be reclassified o profit or loss on disposal
of the equily investments, instead, they will be fransferred to retained eamings.

The Group has designated all investments in equity instruments that are not held for trading as at FVTOCI on initial application of
IFRS 9.

Dividends on these investments in equify instruments are recognised in profit or loss when the Group's righk to receive the dividends
is astablished, unless the dividends clearly represent a recovery of part of the cost of the investment, Dividends ars Included in the
“Finance income and expenses” line item in profit or loss.
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38. SIGNIFICANT ACCOUNTING POLICIES {CONTINUE)
38.1. Financial instruments (continue)

Finantial assets {continue)

Classification of financial assels {continue)

Financial assels af FVTPL

—  Financial assets that do not meet the criterla for being measured at amortised cost or FYTOC! are measured at FYTPL.
Specifically: Investments in equity instruments are classifted as at FYTPL, unless the group designates an equity investment
that is nefther held for trading nor a contingent consideration arising from a business combination as at FYTOCI on initial
recagnition,

—  Cebt instruments that do not meet the amortised cost eriteria or the FYTOCI criteria are classified as at FYTPL. In addition,
debtinstuments that meet cither the amortised cost criteria or the FVTOC] criteria may be designated as at FYTPL upon initial
recognition if such designation eliminates or significantly reduces a measurement or recognition inconsistency that would ariss
firom measuring assets or liabilites or recognizing the gains and losses on them on different bases. The Group has not
designated any debt instruments as at FYTPL,

Financial assefs at FYTPL are measured at fair value as at each reporting date, with any fair value gains or losses recognised in
profit or loss to the extent they are not part of a designated hadging relationship. The net gain or kess recognised in profit or loss
includes any dividend or interest eamed on the financial asset and is included in the “Financial income and expenses” line itemn -

impairment of financlal assets

The Group recognises a loss allowance for expected credit losses ECL™ on investments in debt instruments that aie meastred
at amortised cost or af FVTOC), lease receivables, contract assets, as well as on loan commitments and financial guarantes
contracts. No Impaimment loss is recognised for investments in equity instruments. The amount of expacted credit losses is updated
at each reporting date to reflect changes in credit risk since initial recognition of the respective financlal instrument,

The Group always recognises lifetime ECL for trade receivables, confract assets and lease recelvables. The expected cradit losses
on these financial assets are estimated using a provision matrix based on the group’s historical credit loss experience, adjusted for
factors that are specific to the deblors, general economic conditions and an assessment of both the current as well as the forscast
direction of conditions at the reporting date, including time value of money where appropriate.

For all etherfinancial instruments, the Group recognises lifefime ECL when there has besn a siynificant increase in creditisk since
initial recognition. If, on the other hand, the credit risk on the financial instrument has nof increased significantly since initial
recognition, the Group measures the loss allowance for that financlal instrument at an ameunt egual to 12m ECL. The assessment
of whether [fetime ECL should be recognised is based on significant increases in the likelihood or risk of a default occurring since
initial recognition Instead of on evidence of a financial asset being credit-impaired at the raporting date or an actual default occurring.

Lifstime ECL represents the expected credit losses that will result from all possible default events over the expected life of afinancial
instrument. In contrast, 12m ECL represents the portion of lifetime ECL that is expected to resuit from default events on afinancial
instrument that are possible within 12 months after the reporting date.

Significant increase in cradif risk

In assessing whether the credit risk en a financial instrument has increased significantly since initial recognition, the Group
compares the risk of a default occurring on the financial instrument as at the reporting date with the risk of a default sceurring on
the financial instrument as at the dats of Inltial recognition. In making this assessment, the Group considers both quantitative and
qualitative informaion that is reasonable and supportabls, incuding historical experience and forward-looking information that is
available without undue cost or effort. Forward-looking information considered includes the future prospects of the industries in
which the Group's debtors operate, obtained from economic expert reports, financial analysts, governmental bodies, relevant think-
- ltanks and other similar organizations, as well as consideration of various extemal sources of actual and forecast economic
informaticn that relate fo the Group's core operations.
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38. SIGNIFICANT ACCOUNTING POLICIES {CONTINUE)
38.1. Financial instruments (continue)

Financial assets (continue)

impairment of financial assets (continue)

In particular, the following information is taken into account when assessing whether credlt risk has increased significantly since

initial recognition:

- significant deterioration in extemal market indicators of credit risk for a particular financial instrument, .9, a significant increase
in the credit spread, the cradit default swap prices for the deblor, or the length of time or the extent to which the fair value of a
financial asset has been less than its amortised cost;

— existing or forecast adverse changes in business, financial or economic conditions that are expected fo cause a significant
decrease in the debtor's ability to meet its debt obligations;

~ anactual or expected significant deterioration in the operating results of the debtor;

—  significant increases in credit risk on other financlal instruments of the same debtor;

—  anactual or expected significant adverse change in the regulatory, economic, or technological environment of the debior that
results in a significant decrease in the debtor’s ability to meet ifs debt obligations,]

Inespective of the outcome of the above assessment, the Group presumes that the credit risk on a financial asset has increased
significantly since initial recognition when contractual payments are more than 30 days past due, unless the group has reasonable
and supportable information that demoenstrates othenwise.

Desplte a foregaing, the Group assumes that the credit risk on a financial instrument has not increased significantly since initial
recognition if the financial instrument is determined to have low credit risk at the reporting date. A financial instrument is determined
to have low credit risk if i} the financial instrument has a low risk of default, ii} the bomower has a strong capaity to meet its
contractual cash flow obligations In the near term and i) adverse changes in economic and business conditions in the longer term
may, but will not necessarily, reduce the ability of the borrower to fulfil its contractual cash flow obligations. The Group considers a
financial asset to have low credit risk when it has an intemal or external credit rating of “investment grade” as per globally understood
definition.

For loan commitments and financial guarantee contracts, the date that the Group becomes a party to the imevecable commitment
is considsred to be the date of initial recognition for the purposes of assessing the financial instrument for impairment. In assessing
whether there has been a significant increase in the credit risk since initial recognition of a loan commitment, the Group considers
changes in the risk of & default occuring on the loan to which a loan commitment relates; for financial guarantee contracts, the
Group considers the changes in the risk that the specified debtor will default on the contract,

The Group regularly monitors the effectiveness of the criteria used to identify whether there has been a significant increase in credit
risk and revises them as appropriate to ensure that the criteria are capable of identifying significant increase in eradit risk before
the amount becomes past due.

Definition of defaulf

The Group cansiders the following as constituting an event of default for internal credit risk management purpases as historical

exparience indicates that receivahles that meet either of the following criteria are generally not recoverable'

~ — when there is a breach of financial covenants by the countemparty; or

—  information developed intemally or cbtained from external sources indicates that the debior is unlike]y o pay its creditors,
inchrding the Group, in full (withcut taking Info account any collaterals held by the Group).

Imespective of the above analysis, the Group considers that default has oocurred when a financial assetis more than 180 days past
due unless the Group has reasonable and supportable information to demonstrate that a more lagging default criterion is more
appropriale.
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38. SIGNIFICANT ACCOUNTING POLICIES (CONTINUE)
38.1, Financial instruments {continue)
Financial assets {continue)
' impalrment of financial assets (continue)
Cradit-impaired financial assets

A financial asset fs credit-mpaired when cne or more events that have a detimental impact on the estimated future ¢ash flows of

that financial asset have occumed. Evidence that a financial asset is credit-impairad Includes observable data about the following

events:

a) significant financial difficulty of the issuer or the borrower;

b} abreach of contract, such as a default or past due event:

c} thelender{s) of the borrower, for economic or contractual reasens relating to the borrower's financial difficulty, having granted
1o the borrower a concesstonds} that the lendet{s) would not otherwiss consider;

d) itis becoming probabile that the borrower will enter bankmuptey or other financial reorganisation; or

e) the disappearance of an active market for that financlal asset because of financial difficulties.

Wiifs-oif policy

The Group writes off a financial asset when there is Information indicafing that the counterparty is in severe financial difficulty and
there is no realistic prospect of recovery, e.g. when the counterparly has been placed under liquidation or has entered into
bankrupicy praceedings, or in the case of trade receivables, when the amounts are over three years past due, whichever ocours
sooner, Financiel assets written off may still be subject to enforcement activities under the Group's recovery procedures, taking into
account legal advice where appropriate. Any recoveries made are recognised in profit or loss.

Measurement and recognition of sxpected credit losses

The measurement of expected credit losses is a function of the probability of default, loss given defauli {i.e. the magnitude of the
loss if there is a default) and the exposure at default, The assessment of the probability of default and loss given default is based
on historical data adjusted by forward-locking information as described above. As for the exposure at default, for financial assets,
this is represented by the assets' gross carrying amount at the reporting date; for kean commitments and financial guarantee
contracts, the exposure includes the amount drawn down as at the reporfing date, together with any additional amounts expected
to be drawn down in the future by default date determined based on historical trend, the group’s understanding of the specific fture
financing needs of the debtors, and other relevant forwardHooking information,

For financial assets, the expected credit loss is estimated as the difference between all contractual cash flows that are due to the
Group in accordance with the contract and all the cash flows that the Group expects to receive, discounted at the original effective
interest rate. For a lease receivable, the cash flows used for determining the expected credit losses is consistent with the cash flows
used in measuring the lease receivable in accordance with IFRS 1-17 Leases.

Where lifefime ECL is measured on a collective basis to cater for cases where evidence of significant increases in credit sk af the

individual instrument level may not yet be available, the financial instruments are grouped on the following basis:

—  Nature of financial instruments (i.e. the group’s rade and other receivables, finance leass receivables and amounts due from
customers are each assessed as a separate group. Loans to related parties are assessed for expected credit losses on an
incividual basis);

—  Pastdue status;

—  Nature, size and industry of debtors;

—  Nature of collaterals for finance lease receivables; and

—  Extemal credit ratings where available,

The: grouping is regulary reviewed by management to ensure the constituents of each group continue to share similar credit tisk
characteristics,
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38. SIGNIFICANT ACCOUNTING POLICIES (CONTINUE)
38.1. Financial instruments {continue)

Financial assets [continue)

Impairment of financial assets {continue)

If the Group has measured the loss allowance for & financial instrument at an amount equal to lifetime ECL in the previous reporting
period, but determines at the cumrent reporting date that the conditions for lifetime ECL are no longer met, the Group measures the
loss allowance at an amount equal fo 12m ECL at the current reporting date.

The Group recognises an impairment gain or loss in profit or loss for all financial instruments with a corresponding adjustment to
their camying amount through a loss allowance account, except for investments in debt instruments that are measured at FVTQCI,
for which the Joss allowance is recognised in other comprehensive income and accumulated in the investment revaluation reserve,
and does not reduce the camying amaunt of the financiat asset in the statement of financial position.

Derecognifion of financial assels

The Group derecognizes a financial asset only when the contractual rights fo the cash flows from the asset expire, or when it
transfers the financial asset and substantially alt the risks and rewards of ownership of the asset to another party. If the Group
neither transfers nor retains substantially all the risks and rewards of ownership and continues to control the transferred asset, the
Group recognises is retained interest in the asset and an associated liability for amounts it may have to pay. if the Group refains
substantially all the risks and rewards of ownership of a fransferred financial asset, the Group continues fo recognise the financial
asset and also recognises a collateralized borrowing for the proceeds received.

On derscognition of a financial asset measured at amortised cost, the differance between the asset's camying amount and the sum
of the consideration received and recefvable is recognised in profit or loss. In addition, on derecognition of an investment in a deht
instrument classified as at FYTOCI, the cumulative gain or loss previously accumulated in the investment's revaluation reserve is
reclassified to profit or loss. In confrast, on derecognition of an investment in equity instrument which the Group has elected on
initial recognition to measure a FVTOCI, the cumulative gain or loss previously aceumulated in the investment's revaluation reserve
is not rectassified to profit or loss but is transferred {o refalned eamings.

- Financial liabilities and equity Instruments
Classification as debt or equity

Debt and equity instruments issued by a Group entify are classified as either financial liabiities or as equity in accordance with the
substance of the contractual arrangements and the definitions of a financial liability and an equity instriment.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its liabilities.
Equity instruments issued by a Group entity are recognised at the proceeds received, net of direct issue costs,

Repurchase of the Company's own equity instruments is recognised and deducted directly in equity. No galn or Joss is recognised
in profit or loss on the purchase, sale, issue or cancellation of the company's own equity instrumants.
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38. SIGNIFICANT ACCOUNTING POLICIES (CONTINUE)

38.1. Financial instruments (confinue)

Financial liakilities and equity instruments (continue)

Financial liabilifies

All financial liabilities are subsequently measured at amortised cost using the effective interest method or at FVTPL.

However, financial liabilities that arise when a transfer of a financial asset does not qualify for derecognition or when the continuing
involvement approach applies, financlal guarantee contracts issued by the Group, and commitments issued by the Group to provide
& loan at below-market interest rate are measured in accordance with the specific accounting policies set out below.

Financial kabiliiies subsequently measured at amorfised cost

Financial liabilities that are not 1) contingent consideration of an acquirer in a business combination, 2} held-for-trading, or 3)
designated as at FYTPL, are subsequently measured at amortised cost using the effective interest method.

The effective interest method is @ method of calculating the amortised cost of a financial iability and of allocating interest expense
over the relevent period. The effective interest rate is the rate that exactly discounts estimated future cash payments (including all
fees and points pald or received that form an integral part of the effective interest rate, transaction costs and other premiums or
discounts) through the expected life of the financial liability, or (where appropriate) a shorter period, to the amortised cost of 3
financial liability.

Financial gueraniee contracis

A finaneial guarantee contract is a contract that requires the Issuer to make specified payments to reimburse the holder for @ loss
it incurs because a specified debtor fails to make payments when due in accordance with the terms of a debt instument.

Financial guarantee contracts issusd by a Group entity are initially measured at their fair values and, if not designated as at FVTPL

and do not arise from a transfer of a financial asset, are subsequently measured at the higher of:

- the amount of the loss allowance determined in accordance with IFRS 8; and’

- the amount initizlly recognised less, where appropnale, cumulative amount of income racognised in accordance with the
revenue recognition policies.

Foreign exchange gains and losses

For financial ligbilities that are denominated in a foreign cumrency and are measured at amortised cost as at each reporting date,
the foreign exchange gains and losses are determined based on the amortised cost of the instuments. These foreign exchange
gains and losses are recognised in the “Currency exchange difference, nef” line item in profit or loss for financial liabilities that are
not part of a designated hedging relationship.

The fair value of financial liabilities denominated in = foreign currency is determined in fhat foreign currency and iranslated at the
sput rate at the end of the reporting period. For financial liabilites that are measured as at FVTPL, the foreign exchange component
forms part of the fair value gains or losses and is recognised in proiit or loss for financial liabilities that are not part of a designated
hedging relationship,

Derscognition of financial Hapﬂm'es

The Group derecognizes financial liabilities when, and only when, the Group's obligations are discharged, cancelled or they expire.
The difference between the carrying amount of the financlal liability derecognised and the consideration paid and payable, including
any non-cash assets ransferred or liabilities assumed, is recognised in peofit or loss,

38.2. Inventories

Inventories are stated at the lower of cost and net realisable value, Costs of inventories are determined on a first-in-first-out basis.
Netrealisable value represents the estimated selling price for inventories less all estimated costs of completion and costs necessary
to make the sale.
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38, SIGNIFICANT ACCOUNTING POLICIES (CONTINUE)

38.3. Property, plant and equipment
Property, plant and equipment is stated at historical cost less accumulated depreciation and impairment, if any.

The initial cost of property, plant and equipment comprises its purchase price, including non-refundable purchase. taxes and any
direclly attributable costs of bringing the asset to ifs working concition and location for its intended use.

Subsequently capitalised costs include major expenditures for improvements and replacements that extend the useful lives of the
assets orincrease thelr revenue generating capacity. Repairs and mamtenanoe expenditures that do riot meet the foregoing criteria
for capitalisation are charged fo profit orloss as incurrad.

Construction-in-progress comprises costs directty refated to the construction of property, plant and equipment including an
appropriate allocation of directly atiributable variable overheads that are incurred in construction. Depreciation of these assets, on
the same basis as for other property assets, commences when the assets are put into operation.

The gain or loss arising on the disposal or retirement of an asset is determined as the difference between the sales proceeds and
the carrying amount of the asset and is recognised in profit or loss as eamed or incurred.

Buildings and structures, machinery and equipment, vehicles and other fixed assets are depreciated on a straight-line basis over
the estimated useful lives of the assets as follows.

“ropétty, plant ard saiiipment grops S ' Depreciation ey |
Buildings and structures 29%
Machinery and equipment 5.6%
Vehicles _ - ' 50%
Others 41.0%

38.4. Infangible assets
Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired separately are carried at cost less accumulated amortisation and
accumulated impairment losses, Amortisation is recognised on a straight-line basis over their estimated useful lives. The estimated
useful life and amortisation method are reviewed at the end of each reporting period, with the effect of any changes in estimate
being accounted for on a prospective basis, Intangible assets with indefinite useful lives that are acquired separately are carded at
cost less accumutated impairment losses.

berecognition of intangible assets

An intangible asset is derecognised on dispesal, or when no future economic benefits are expected from use or disposal. Gains or
losses arising from derecognition of an intangible asset, measured as the difference betwsen the net disposal proceeds and the
canrying amount of the asset, are recognised in profit or loss when the asset is derecognised.

38.5. Impairment of tangible and intangible assets excluding goodwill

As at each reporting date, the Group reviews the carrying amounts of its tangible and intangible assats to detarmine whether there
is any indication that those assets have suffered an impairment loss, If any such indication exists, the recoverable amount of the
asset is esimated in order to determine the extent of the impaiment [9ss (if any}, Where it is not possible fo estimate the recoverable
amount of an individual asset, the Group estimates the recoverable amount of the cash-generating unit to which the asset belongs.
Where a reasonable and consistent basis of allocation can be identified, corporate assets are also allocated to indlvidual cash-
generating units, or otherwise they are allocated to the smaﬂest group of cash-generating units for which a reasonable and
consistent allocation basis can be Identified,

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated future
cash flows are discounted to their present value using a pre-tax discount rate that reflects curent-market assessments of the time
value of money and the risks specific to the asset forwhich the esfimales of future cash flows have not been adjusted.

I£ the recoverable amount of an asset (or cash-generating unit} is estimated fo be less than it carrying amount, the carrying amount
of the asset {cash-generating unit) is reduced to its recoverable amount. An impairment loss is recognised immediately in profit or
loss, unless the relevant asset is carried at a revalued amount, in which case the impairment boss is treated as a revaluation
decrease.
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38. SIGNIFICANT ACCOUNTING POLICIES (CONTINUE)
38.5. Impairment of fangible and intangible assets excluding goodwill (continue)

Where an impafment loss subsequently reverses, the carrying amount of the asset (cash-genarating unlt) is increased to the
revised estimate of its recoverable amount, but so that the ingreased cammying amount dozs not excesd the carrying amount that
would have besn determined had no impairment loss been recognised for the asset (cash-generating unit) in prioryears. A reversal
of an impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which
case the reversal of the impairment loss is treated as a revaluation increase.

Intangible assefs with indefinite useful lives and intangible assets not yet available for use are tested for impainment annually, and
whenever there is an indication that the asset may be impaired.

38.5. Associates and joinf venture

An associate is an entity over which the Group has significant influence. Significant influence is the power to participate in the
financial and operating policy decisions of the investee but is not control or joint control over those policies.

A joint venture is a joint arangement whereby the parties that have joint control of the arrangement have rights to the net assets of
{he joint arrangement. Joint control is the contractually agreed sharing of control of an amangement, which exists only when
decisions about the relevant activities require unanimous consent of the parties sharing contral.

The results and assets and lizbilities of associates or joint ventures are incorporated in these consolidated financial statements
using the equity method of accounting, except when the investment, or a portion thereof, is classified as held for sale, in which case
itis accounted for in accordance with IFRS 5. Under the equity method, an investment in an assoclate or a joint venture is initially
recognised in the consolidated statement of financial position at cost and adjusted thereafler to recognise the group's share of the
profit or loss and other comprehensive income of the associate or joint venture. When the Group's share of losses of an associate
or a joint venture exceeds the Group's interest in that assoctate or joint venture (which Includes any long-term interests that, in
substance, form part of the Group's net investment in the associate or joint venture), the Group disconfinues recognizing its share
of further losses. Additional losses are racognised only to the extent that the Group has incurred legal or oonshuctwve obligations
or made payments on behalf of the asseclate or joint venture,

An investment in an associate or a joint venture is accounted for using the equity method from the date on which the investas
becomes an associate or a joint venturs. On acquisition of the investment in an associale or a joint venturs, any excess of the cost
of the investment over the Group’s share of the net fair value of the identifiable assets and %iabilities of the investee is recognised
as goodwil, which is included within the camying amount of the Investment. Any excess of the Group's share of the net fair velue
of the identifiable assets and lizbllities over the cost of the investment, after reassessment, is recognised immediately in profit or
loss in the period in which the investment is acquired.

The requirements of [FRS 8 are applied to determine whether it is necessary to reoogmse any impawment loss with respect to the
- Group's investment in an associate or a joint venture. When necessary, the entire carrying amount of the investment (including
goodwill) is tested for impairment in accordance with IFRS 1-36 Impairment of Assets as a single asset by comparing its recoverable
amount (higher of value in use and fair value less costs to sell) with its carrying amount, any impairment loss recognised forms part
of the camying amount cf the investment. Any reversal of that impairment loss Is recognised in accordance with IFRS 1-36 to the
extent that the recoverable amount of tha Investment subsequently increases,
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38. SIGNIFICANT ACCOUNTING POLICIES {CONTINUE)
38.6. Associates in joint venture (continue)

The Group discontinues the use of the equity methed from the date when the investment ceases to be an assoclate or a joint
venture, or when the investment is classified as held for sale. When the Group retains an interest in the former associate or joint
venture and the reteined interest is a financial asset, the Group measures the retained interest at fair value at that date and the fair
value is regarded as its fair value on initial recognition in accordance with IFRS 9. The difference between the camying amount of
the associale or jolnt venturs at the date the equity method was discontinued, and the fair value of any retained interest and any
proceeds from disposing of a part interest in the associate or joint venture is included in the determination of the gain or loss on
disposal of the associate or joint venture. In addition, the Group accounts for all amounts previously recognised In other
comprehensive income in relation to that associate or joint venture on the same basls as would be required if that associate o joint
venture had directly disposed of the related assets or liabilities. Therefore, if a gain or loss previously recognised in other
comprehensive income by that associate or joint venture would be reclassified fo profit or loss on the disposal of the related assets
or liabilities, the Group reclassifies the gain or loss from equity to profit or loss (as a reclassification adjustment) when the equity
method is discontinued.

The Group continues to use the equity method when an Investment in an associate becomes an investment in a joint venture or an
investment in a joint venture becomes an investment in an associate. There is no remeasurement to fair value upon such changes
in ownership interests, :

When the Group reduces Its ownership inferest in an associate or a joint venture but the Group continues to use the equity method,
the Group reclassifies lo profit or loss the proportion of the gain or loss that had previously been recognised in other comprehensive
income relating to that reduction in ownership interest if that gain or loss would be reclassified to profit or loss on the disposal of
the related assets or liabilities.

When a group entity transacts with an associate or a joint venture of the Group, profits and losses resulting from the transactions
with the associate or joint veniure are recognised in the Group's consolidated financial statements only to the extent of interests in
the associate or joint venture that are not related to the Group.

38.7. Provisions

Provislons are recognised when the Group has a present obligation (legal or constructive} as a result of a past event, it is prabable
that the Group will be required to settle the abligation, and a relable estimate can be made of the amount of the obligation.

The-amount recognised as & provisicn is the best estimate of the consideration required to settle the present obligation at the end
of the reporiing period, taking into account the risks and uncertainties sureunding the obligation. When a provision is measured
using the cash flows estimated to setfle the present obligation, it camying amount is the present value of those cash flows (when
the effect of the time value of money is material).

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party, a receivable
is recognised as an asset if it is virually certain that relmbursement will be recelved and the amount of the receiveble can be
measured reliably.

38.8. Revenue recognition

Revenue is measured at the fair value of consideration received or receivable. Revenue is reduced for estimated customer refums,
rebates and other similar allowances.

Sale of goods / Provision of services

The Group recognizes revenue when it transfers the control of the promised goods or services to the customer. The transaction
price.s the amount of consideration to which the Group 1s expected to be entified to in exchange for transfering promised goods
or sejvices. Variahle consideration s included in the transaction price when it is highly probable that there will be no significant
reversal of revenue in the future. Variable consideration is usually derived from sales incentives; in the form of discounts or
volume rebates, and penalties. The Group identifies the various performance obligations of the contract and allocates the
transaction price based on the estimated relafive stand-alone selling prices of the promised goods or sarvices underlying each
performance ebligation. )
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38, SIGNIFICANT ACCOUNTING POLICIES (CONTINUE)

38.9. Borrowing cosis

Bomowing costs directly affributable to the acquisition, construction or production of qualifying assets, which are assefs that
necessarily take a substantial period of time to get ready for their intended use or sale, are added to the cost of those assets, unil
such time as the assels are substantially ready for their intended use or sale,

Investment income eamad on the femporary investment of specific borowings pending their expenditure on qualifying assets is
deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred,
38.16. Income tax

Income tax expenses represent the sum of tax currently payable and deferred tax.

Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from ‘profit before tax' as reported in a
preliminary statement of profit or loss and other comprehensive income! stalement of profit or loss because of items of Income or
expense that are taxable or deductible in other years and items that are never taxable or deductible. Current tax is calculated using
tax rates that have been enacted or substantively enacted by the end of the reporting period,

Deferred tax

Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabilities in the preliminary
financial statements and the comesponding tax bases used in the compurtation of taxable profit. Deferred tax liabilites are generally
recognised for all taxable temporary differences. Deferred tax assets are generally recognised for all deductible temporary
differences to the extent that it is probable that taxable profits will be available against which those deductible temporary differences
can be ufitised. Such deferred tax assets and liabilities are not recognised if the temporary difference arises from the initial
recognition (other than in a business combination) of assels and liabilities in a transaction that affects neither the taxable profit nor
the accounting profit. In addition, defered tax liabilities are not recognised i the temporary difference arises from the initial
recognition of goodwill.

Deferred tax liabillties ara recognised for taxable temporary differences associated with invesiments in subsidiaries and associates,
and interests in joint ventures, except where the Group is able to control the reversal of the temporary difference and it is probable
that the temperary difference will not reverse in the foreseeable future. Deferred tax assets arising from deductible femporary
differences associated with such investments and inerests are only recognised to the extent that it is probable that there will be
sufficient taxable profits against which to utllise the benefits of the temporay differences and they are expacted to reverse in the
foreseeable future,

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to the extent that it is no
longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered,

Deferved tex liabiliies and assets are measured at the tax rates that are expected to apply in the period in which the liability is
seftled or ihe asset reallsed, based on tax rates {and tax laws) that have been enacted or substantively snacted by the end of the
reporting period. )

The measurement of deferred tax liabilities and assets reflacts the tax consequences that would follow from the manner in which
the Croup expects, at the end of the reporting period, to recover or settle the carrying amount of its assets and liabilities.
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38. SIGNIFICANT ACCOUNTING POLICIES (CONTINUE)
38.10. Income fax (continue)
Current and deferred tax for the year

Current and deferred tax are recognised in profit or loss, except when they relate to items that are recognised in other
comprehensive income or directy in equity, in which case, the cument and deferred tax are also recognised in other comprehensive
income or directly in equity respectively. Where curent tax or deferred tax arises from the initial accounting for a business
combination, the tax effect is included in the accounting for the business combination.

38.11, Foreign currency transactions and translation

The indvidual financial statements of each group entity are measured and presented in the currency of the primary sconomic
environment in which the entity operates {its functional currency), The consolidated financial statements of the group and the
statement of financial position and equity of the company are presented in Uzbek Soum, which is the functional cumency of the
Company and the presentation currency for the consolidated financial statements.

n preparing the financial stafements of the individual entities, fransactions n currencles other than the entity's functional currency
are recorded at the rate of exchange prevailing on the date of the transaction. As at each reporting date, monetary items
denominated in foreign currencies are retranslated at the rates prevafing at the end of the reporting period. Nonmonetary items
carried at fair value that are denominated in foreign cumencies are retranslated at the rates prevafling on the date when the fair
value was determined. Non-monetary items that are measured in terms of histerical cost in a foreign currency are not retranslated.

Exchange differences arising on the setlement of monetary iters, and on retrans!ation of monetary iiems are included in profit or
loss for the period. Exchange differences arising on the retranslation of non-monetary items carried at fair value are included in
profit or loss for the period except for differences arising on the retransiation of non-monetary items in respect of which gains, and
losses are recognised in other comprehensive income. For such non-monetary items, any exchange component of that gain or loss
is also recognised in other comprehensive income.

For the purpose of presenting consolidated financial statements, the assets and ligbilities of the Group's foreign operations
(including comparatives) are expressed in Uzbek Soum using exchange rates prevailing at the end of the reporting peried. Income
and expense items (Including comparatives) are translated at the average exchange rates for the period, unless exchange rates
fluctuated significantly during that period, in which case the exchange rates at the dates of the ransactions are used. Exchange
differences arising, if any, are recognised in other comprehensive income and accumulated in a separate component of equity
under the header of foreign currency translation reserve,

On the disposal of a foreign operation, all of the accumulated exchange differences in respect of that operation atiributable to the
Group are reclassified to profit or loss. Any exchange differences that have previously been attributed to non-controlling interests
are derecognised, but they are not reclassified to profit or loss.

In the case of a partial disposal {i.e. no loss of control) of a subsidiary that includes a fareign operation, the propertionate share of
accumulated exchange differences is re-attributed to non-controlling interests and are not recognised in profit or loss. For all cther
partial disposals {ie. of associates or jointly controlled entities that do not result in the group losing significant influence or Joint
control}, the proportionate share of the accumulated exchange differences is reclassified to profit or loss.

On consolidation, exchange differencas arising from the transtation of the net investment in forelgn entities (including monetary
items that, in substance, form part of the net investment In forzign entities), and of borrowings and other cumency instruments
designated as hedges of such investments, are recognised in other comprehensive income and accurulated in a separate
component of equity under the header of foreign cumency translation reserve,

Goodwill and fair value adjustments arising on the acquisition of a foreign operation are treated as assets and liabilities of the
foreign operation and translated at the closing rate. :

~ 38.12.Cash and cash equivalents, in the statement of cash fiows

Cash and cash equivalents in the statement of cash flows comprise cash on hand and demand deposits, bank overdrafts, and other
short-term highly liquid investments that are readily convertible to a known amount of cash and zre subject to an insignificant risk
of changes in value.
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39. NEW AND REVISED STANDARDS ISSUED BUT NOT EFFECTIVE

Effectiva date is deferred indefinitely:
—  Amendments to IFRS 10 Consolidated Financial Statements and IFRS 1-28 Investments in Associates and Joint Ventures:
Salke or Contribution of Assets between an Investor and its Associate or Joint Venture.,

Amendments to IFRS 10 Consolidafed Financial Statements and IFRS 1-28 Investments in Associates and Joint Ventures:
Sale or Contribution of Assets between an Investor and Its Associate or Joint Venture

The pronouncement addresses the requirements in dealing with the sale or contribution of assets between an investor and its
associate or joint venture. In a transaction involving an associate or a joint venture, the extent of gain or loss recognition depends
on whether the assets sold or contributed constitute a business.

When an entity sells or conlributes assets that constitute a business to a joint venture or associate or loses contral of a subsidiary
that contains a business, but it retains joint control or significant influence, the gain or loss resulting from that transaction is
recognised in full.

When an entity sells or contributes assets that do not constitue a business to a joint venture or associate, or loses control of a
subsidiary that does not contain a business but it retains joint control or significant influence, the gain or loss resulting from that
transaction is recognised only to the extent of the unrelated investors' inferests in the joint venture or associate, i.e. the entity's
share of the gain or loss is eliminated.

Management does not plan to early adopt the amendments to IFRS 10 and IFRS 1-28 for financial year ending December 31, 2019,
The financial statements were approved on November 1, 2019,



