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CHAPTER I. GENERAL PROVISIONS
1.1 The Policy on Working with Problem Borrowers/Clients of OJSC “Aiyl Bank” (hereinafter referred to as the Policy) has been developed in accordance with the Civil Code of the Kyrgyz Republic, the Laws of the Kyrgyz Republic “On Pledges” and “On Banks and Banking Activities,” the regulatory legal acts of the National Bank of the Kyrgyz Republic, the Credit and Pledge Policies of OJSC “Aiyl Bank,” the Financing Policy of the “Islamic Window,” and the Charter of OJSC “Aiyl Bank” (hereinafter referred to as the Bank).

1.2 This Policy regulates the general procedure for working with problem loans/financing to ensure the recovery of loan/financing debts and the effective management of problem borrowers/clients.

1.3 The Policy is developed and intended for employees of all structural divisions of the Bank involved in the lending/financing process, serving as a practical guide for their daily operations.

1.4 The Policy is approved by a resolution of the Bank’s Board of Directors. As necessary, appropriate amendments and additions may be made to the Policy. All amendments and additions to the Policy are approved by a resolution of the Bank’s Board of Directors and must be reviewed in accordance with changes and additions to the legislation of the Kyrgyz Republic and the Bank’s strategy, but no less frequently than once a year.
(As amended by the Resolution of the Board of Directors of OJSC “Aiyl Bank” dated December 28, 2022, No. 63/3)

1.5 If necessary, the Bank’s Board of Directors may adopt a separate decision that deviates from the conditions and/or requirements of this Policy without making amendments and/or additions to the Policy itself. Such a decision is mandatory for implementation and compliance by all structural divisions and officials/employees of the Bank.
(As amended by the Resolution of the Board of Directors of OJSC “Aiyl Bank” dated November 18, 2015, No. 36/4)


CHAPTER II. CONCEPTS AND TERMS USED
2.1 Within the framework of this Policy, the following concepts and terms are used.
2.2 Problem Loan/Financing – A loan/financing where the borrower/client fails to comply with the terms of the loan agreement/financing agreement, or where, due to certain circumstances (e.g., external or financial), the fulfillment of obligations to the Bank and the repayment of the loan/financing are jeopardized.
2.3 Judicial Loan/Financing – A problem loan/financing that has been submitted to a court for the enforced recovery of the loan/financing debt.
2.4 Loan/Financing Debt – The debt of the borrower/client to the Bank, which includes: the unpaid principal amount of the loan/financing, accrued but unpaid interest/markups/income from Islamic financing products (IFP), penalties, and the Bank’s expenses related to loan/financing recovery (e.g., registration of notices, state duties, postal expenses, etc.).
2.5 Overdue Loan/Financing – A loan/financing where repayment of the principal amount and/or interest/markups/income from IFP (hereinafter referred to as overdue) is delayed by more than 500 KGS starting from the 2nd day, as well as a loan/financing where the final repayment deadline has expired, regardless of the size and duration of the overdue amount. If the duration of the current overdue period is 30 days or more, the loan/financing is classified as a problem loan/financing.
(As amended by the Resolution of the Board of Directors of OJSC “Aiyl Bank” dated January 11, 2024, No. 2/6)
2.6 Pre-Judicial Debt Recovery Measures – A set of measures involving cooperation between the Bank, the borrower/client, the pledgor, and the guarantor aimed at repaying the loan/financing debt, including the extrajudicial enforcement of pledged movable property in accordance with the pledge agreement.
2.7 Restructured Loans/Financing – Loans/financing for which the Bank provides the borrower/client with individual preferences (concessions) by amending the terms of the agreement (with the mandatory conclusion of a new agreement or an additional agreement to the loan/financing agreement), differing from the Bank’s standard lending/financing practices.
2.8 Loan/Financing Extension (Prolongation) – An amendment to the terms of the loan agreement/financing agreement by extending the final repayment deadline for the principal amount and interest/markup of the loan/financing.
2.9 Deferral of Scheduled Payments – An amendment to the terms of the loan agreement/financing agreement by revising the repayment schedule and amounts of the principal loan/financing and interest/markups/income from IFP before the loan/financing repayment deadline expires.
2.10 Other Bank Property – Property (movable and immovable) acquired by the Bank through purchase or transferred by a client as full or partial repayment of their debt to the Bank for previously issued loans/financing.
(As amended by the Resolution of the Board of Directors of OJSC “Aiyl Bank” dated January 11, 2024, No. 2/6)


CHAPTER III. GOALS, OBJECTIVES, AND PRINCIPLES OF THE POLICY
3.1. The primary goal of the Bank’s Policy is to reduce credit risk and implement key actions and measures to prevent and minimize losses associated with problem loans/financing.
3.2. The objectives of the Policy are:
	•	Timely identification of problem loans/financing and the implementation of a series of measures aimed at recovering the loan/financing;
	•	Identification of the causes of problem loans/financing;
	•	Determination of the proper organization of the Bank’s work with problem loans/financing;
	•	Identification of the main approaches to resolving issues related to problem loans/financing.
3.3. The Policy is based on the following principles:
	•	Ensuring the efficient operation of the Bank;
	•	Preventing problem loans/financing;
	•	Ensuring the timely repayment of loan/financing debt.
(As amended by the Resolution of the Board of Directors of OJSC “Aiyl Bank” dated December 28, 2022, No. 63/3)

CHAPTER IV. GOALS AND STAGES OF WORKING WITH PROBLEM LOANS/FINANCING
(As amended by the Resolution of the Board of Directors of OJSC “Aiyl Bank” dated December 28, 2022, No. 63/3)
4.1. The primary goal of working with problem loans/financing is to define the key actions and measures of the Bank aimed at preventing and minimizing losses associated with problem loans/financing. In the event of issues with loan/financing repayment, the Bank informs borrowers/clients about the established rules for handling problem loans/financing, under which necessary and effective measures are undertaken with the borrower/client to identify problems and seek solutions. The Bank publishes an electronic version of the Policy on Working with Problem Borrowers/Clients on its official website.
4.1-1. Measures for organizational, financial, and other assistance provided by the Bank to a problem borrower/client, aimed at overcoming a crisis and fulfilling the borrower’s/client’s obligations to the Bank, shall include:
	•	Analysis of problem borrowers/clients regarding the success (sufficiency of accumulated funds to service the debt) of implemented measures and restructuring (refinancing) of the loan/financing through extended monitoring;
	•	(Excluded by the Resolution of the Board of Directors of OJSC “Aiyl Bank” dated September 27, 2019, No. 51/2)
	•	Obtaining additional collateral and guarantees;
	•	If necessary, developing a program to restructure the debt (revision of the repayment schedule for the loan/financing and payment of interest/markups/income from Islamic financing products (IFP), changes to lending forms, etc.).
4.1-2. Alongside these measures, continuous engagement with the borrower/client is required, which may include:
	•	Sending a notification to the borrower/client stating that they have violated the terms of the loan agreement/financing agreement, that the loan/financing term is overdue, and about potential issues arising from this;
	•	Conducting negotiations;
	•	Summoning the borrower/client to the Bank, etc.
4.2. To ensure the direct repayment of the loan/financing in the shortest possible time, the process of working with problem loans/financing includes the following stages:
	•	Pre-judicial measures;
	•	Judicial measures (enforcement against pledged property), including enforcement proceedings and criminal proceedings;
	•	Write-off of loan/financing debt;
	•	Sale of the borrower’s/client’s debt to a third party. The sale of debt to a third party must only be conducted with the approval of the Bank’s Credit Committee/Islamic Window Financing Committee and with justification for the reasons for selling the borrower’s/client’s debt to a third party, in accordance with the legislation of the Kyrgyz Republic;
	•	Engagement with guarantors and sureties;
	•	Other measures.
4.3. Written appeals from legal entities and individuals are reviewed by the Bank in the manner and within the timeframes established by the Bank’s internal regulations and the legislation of the Kyrgyz Republic.
4.4. Clients may submit appeals in the state or official languages of the Kyrgyz Republic. Responses to written appeals from clients are provided in the language of the appeal.
4.5. The total period for reviewing a client’s (borrower’s/client’s) application regarding restructuring, write-off of loan/financing debt, deferral of judicial loan/financing repayment, conclusion of a settlement agreement, sale of collateral, repurchase of other property by the former owner, etc., must not exceed 14 calendar days from the date of registration of the application. If necessary, this period may be extended by the Chairman/supervising member of the Management Board within the framework of the legislation of the Kyrgyz Republic.
4.6. The process of reviewing a client’s application includes the following stages when the client’s application is submitted to the Credit Committee/Islamic Window Financing Committee for consideration:
	•	Preparation of recommendations and conclusions by the relevant department responsible for handling the application;
	•	Submission of the matter to the Bank’s/branch’s Credit Committee;
	•	A written response is sent to the applicant within the established timeframe based on the outcome of the review by the Credit Committee/Islamic Window Financing Committee.
4.7. Written appeals from clients are considered resolved if they have been reviewed, necessary measures have been taken regarding the issues raised, and written responses have been provided to clients within the timeframe specified in paragraph 4.5 of this Policy.
4.8. The procedure for working with problem loans/financing is established by the Bank’s internal regulations on handling problem loans.
4.9. When conducting meetings, discussions, and other activities with problem creditors/debtors, the Bank adheres to accepted business and professional etiquette, the norms of which are regulated by the Bank’s internal documents.
(As amended by the Resolution of the Board of Directors of OJSC “Aiyl Bank” dated December 28, 2022, No. 63/3)

CHAPTER V. PRE-JUDICIAL MEASURES FOR LOAN/FINANCING RECOVERY
5.1 The primary procedure for conducting pre-judicial measures is regulated by the Bank’s internal regulations.
(As amended by the Resolution of the Board of Directors of OJSC “Aiyl Bank” dated December 28, 2022, No. 63/3)
5.2 The main procedures for implementing pre-judicial debt recovery measures include:
	•	Sending notifications;
	•	Restructuring of the loan/financing;
	•	Joint efforts to sell the borrower’s/client’s finished products, other assets, or pledged collateral;
	•	Engaging guarantors/sureties;
	•	Voluntary transfer of pledged property to the Bank’s balance sheet;
	•	Other lawful measures.
5.3 When a loan/financing becomes problematic, the best option for the Bank is to collaborate with the borrower/client to develop a specific action plan for repaying the problem loan/financing. However, this option is only feasible if the borrower/client is genuinely interested in resolving the situation, is deemed trustworthy, and has the potential to restore profitability.
5.4 The plan may include the sale of the borrower’s/client’s assets, the development of a debt repayment schedule/payment plan, and other measures. A key component of this plan may involve settling the client’s debt through secondary sources of security, such as the realization of collateral and claims against guarantors (sureties). The plan should also consider various combinations of all possible debt repayment options.
5.5 In the event of violations by the borrower/client of the terms of the loan agreement/financing agreement or pledge agreement (e.g., misuse of funds, failure to meet obligations for payment of interest/markups/income from Islamic financing products (IFP) and part of the principal, deterioration of the collateral’s condition, etc.), penalties are applied as stipulated in the loan agreement/financing agreement and/or by decision of the authorized Credit Committee/Islamic Window Financing Committee. Additionally, the right to demand early repayment of the loan/financing amount and all related payments may be exercised.
5.6 The relevant departments of the Bank must continuously monitor borrowers/clients, analyze their financial and economic condition, identify signs of distress, and, upon detecting a problem loan/financing, take measures to prevent losses, such as:
	•	Additional verification of the existence and condition of collateral;
	•	Securing additional collateral;
	•	Holding cautionary discussions;
	•	Suspending further disbursements under the credit line/financing line until the situation is fully clarified;
	•	Conducting a more detailed and systematic study of the borrower/client and the industry in which the borrowed funds were invested;
	•	Classifying loans/financing;
	•	Increasing provisions;
	•	Other protective measures.
(As amended by the Resolution of the Board of Directors of OJSC “Aiyl Bank” dated December 28, 2022, No. 63/3)


CHAPTER VI. RESTRUCTURING
6.1 Restructuring of a loan/financing, as a primary method for banks to address problem loans/financing, may be carried out by amending or supplementing the terms of existing agreements. This can involve granting concessions to the borrower/client due to their financial deterioration.
6.2 The Bank restructures loans/financing to minimize potential losses when clients face financial difficulties due to economic, legal, or other reasons. This process is regarded as a means to increase the likelihood of repaying the remaining debt.
6.3 Examples of loan/financing restructuring include: offering the client more favorable repayment terms that deviate from the Bank’s standard practices, partial write-off of the principal debt and/or interest/markups/income from Islamic financing products (IFP), reduction of the interest rate (including suspension of interest/markup/IFP income accrual), and/or extension of the repayment terms for the principal amount and/or interest/markups/IFP income.
6.4 Extension (prolongation) and deferral of scheduled payments are integral components of restructuring. However, changes or deferrals of scheduled loan/financing payments that are not related to the borrower’s/client’s financial deterioration do not qualify as restructuring.
6.5 The decision to restructure a loan/financing is made by the relevant Credit Committee/Islamic Window Financing Committee.
6.6 Restructuring of a loan/financing may be applied in the following cases:
	•	Force majeure situations (natural disasters, epidemics, military actions, or other events not caused by the client);
	•	Death of the borrower/client, in which case the borrower’s/client’s heir or relative may apply to the Bank for restructuring;
	•	Criminal prosecution of the borrower/client resulting in imprisonment, in which case a relative of the borrower/client may apply to the Bank for restructuring;
	•	Health condition of the borrower/client (serious illness) that may disrupt the cash flow of their business or the source of funds used to repay the loan/financing;
	•	Other reasons leading to financial difficulties for the borrower/client, substantiated by a relevant document.
6.7 A loan/financing may be restructured no more than twice within the term of a single active loan/financing for a borrower/client. If it is deemed appropriate to restructure a loan more than twice, the matter is reviewed by the Small Credit Committee or the Credit Committee/Islamic Window Financing Committee of the Bank, within the established limit.
(As amended by the Resolution of the Board of Directors of OJSC “Aiyl Bank” dated July 2, 2021, No. 34/13; this resolution is effective until December 31, 2021)
6.8 The borrower/client of the Bank or another interested party may apply to the relevant Bank department regarding the restructuring of loan/financing debt (including requests for prolongation or deferral of scheduled payments) by submitting a written application in the cases outlined in paragraph 6.6.
6.9 The decision to restructure is based on the borrower’s/client’s application, or that of other persons specified in paragraph 6.6, accompanied by supporting documents and a conclusion from a specialist in the relevant department.
6.10 The client’s application must be submitted in writing, addressed to the Chairman of the Management Board/Deputy Chairman of the Management Board overseeing lending/branch director, and must include the following key points:
(As amended by the Resolution of the Board of Directors of OJSC “Aiyl Bank” dated January 11, 2024, No. 2/6)
	1	Reasons and justification for restructuring;
	2	The term and amount of the loan/financing subject to restructuring;
	3	Collateral securing the loan/financing (in case of loss of the original collateral value or increased risks);
	4	The borrower’s/client’s proposals for resolving the situation.
6.11 If the loan/financing is secured by collateral from third parties and/or involves guarantors, their consent to the restructuring is also required. Written consent must be submitted to the Credit Committee/Islamic Window Financing Committee along with the borrower’s/client’s application, or the application must be submitted jointly.
6.12 Upon a positive decision to restructure the loan/financing, an additional agreement is concluded to amend the terms of the loan agreement/financing agreement and/or pledge agreement.
6.13 If the Credit Committee/Islamic Window Financing Committee denies the restructuring request, the applicants are sent a letter (notification) of refusal.
6.14 Restructured loans/financing require special attention. The frequency of monitoring restructured loans/financing is determined by their classification category. The classification of restructured loans/financing is conducted in accordance with the Regulation on Monitoring and Classification of Loans of OJSC “Aiyl Bank”/Regulation on Monitoring and Classification of Assets and Corresponding Provisions for Potential Losses and Damages in Operations Conducted in Accordance with Islamic Banking and Financing Principles of OJSC “Aiyl Bank.”
(As amended by the Resolution of the Board of Directors of OJSC “Aiyl Bank” dated December 28, 2022, No. 63/3)

CHAPTER VII. DEATH OF THE BORROWER/CLIENT
7.1. In the event of the death of a borrower/client who is an individual, an unscheduled monitoring of the deceased borrower’s/client’s business or household condition is conducted. Additionally, efforts are made with the borrower’s/client’s close relatives, pledgor, and guarantor to identify a potential heir to their property or legal successor, to whom all rights and obligations of the deceased (borrower/client) are transferred in accordance with the legislation of the Kyrgyz Republic.
7.2. If the heir or any other third party who has assumed the borrower’s/client’s obligations repays the loan/financing without violating the terms of the loan agreement/financing agreement, such loan/financing shall not be considered a problem loan/financing. The credit history shall be treated as continuous and taken into account for any subsequent lending to that individual.
7.3. In the event of refusal by the heir/legal successor to comply with the terms of the loan agreement/financing agreement/pledge agreement, or a breach thereof, the standard procedure for handling problem loans shall be applied in accordance with the Regulation on Working with Problem Loans of OJSC “Aiyl Bank” and the legisla
tion of the Kyrgyz Republic.
7.4. If, in cases where the borrower/client has deceased, there is no property available for recovery and all legal measures to collect the debt have been exhausted, write-off procedures shall be carried out in accordance with this Policy, the Regulation on Working with Problem Loans of OJSC “Aiyl Bank,” and the regulatory legal acts of the National Bank of the Kyrgyz Republic.
(As amended by the Resolution of the Board of Directors of OJSC “Aiyl Bank” dated December 28, 2022, No. 63/3)

CHAPTER VIII. JUDICIAL MEASURES
8.1 If the Bank’s pre-judicial measures do not yield a positive outcome, the Bank is obliged to resort to judicial proceedings to enforce the recovery of the debt.
8.2 Initiating legal action is a compulsory measure applied when the borrower/pledgor/guarantor refuses to voluntarily fulfill their obligations or transfer equivalent property to the Bank.
8.3 (Excluded pursuant to the Resolution of the Board of Directors of OJSC “Aiyl Bank” dated September 13, 2017, No. 34/14)
8.4 The enforced recovery of loan/financing debt is carried out in accordance with the Bank’s internal regulations on working with problem loans/financing and the legislation of the Kyrgyz Republic.
(As amended by the Resolution of the Board of Directors of OJSC “Aiyl Bank” dated December 28, 2022, No. 63/3)


CHAPTER IX. MANAGEMENT OF OTHER BANK PROPERTY
9.1. Upon the acceptance of property onto the Bank’s balance sheet, efforts to sell it must commence immediately. The primary requirements for managing other Bank property, as well as the procedures for its monitoring and classification, are regulated by the Bank’s internal regulations on handling other property.
(As amended by the Resolution of the Board of Directors of OJSC “Aiyl Bank” dated September 13, 2017, No. 34/14)

CHAPTER X. WRITE-OFF OF LOANS/FINANCING
(As amended by the Resolution of the Board of Directors of OJSC “Aiyl Bank” dated December 28, 2022, No. 63/3)
10.1. The decision to write off the principal debt of loans/financing posing significant risk from the Bank’s balance sheet to off-balance-sheet accounting is made by the Bank’s Board of Directors. For all other loans/financing, this decision is made by the Bank’s Management Board, with mandatory notification to the Board of Directors.
10.2. The write-off of accrued interest/markups/income from Islamic financing products (IFP) from the Bank’s balance sheet to off-balance-sheet accounting is carried out after the loan/financing is assigned a non-accrual status in accordance with the Bank’s internal regulations.
10.3. Penalties (fines) are accrued off-balance-sheet starting from the date specified by the Bank’s internal procedures and are recorded in off-balance-sheet accounting until repayment or final write-off.
10.4. All decisions regarding the write-off of loans/financing from the Bank’s balance sheet to off-balance-sheet accounting are made based on the recommendation of the Bank’s Credit Committee/Islamic Window Financing Committee.
10.5. After being written off from the balance sheet, loans/financing are recorded in off-balance-sheet accounting for at least five years, allowing for potential repayment and accompanied by appropriate measures to recover the loan/financing. Transfer to off-balance-sheet accounting is only permissible if there is a likelihood of future repayment.
10.6. If, at the time of writing off a loan/financing, there is no likelihood of future repayment, further off-balance-sheet accounting is deemed impractical. Examples of such cases include:
	•	Force majeure situations (natural disasters, catastrophes, military actions, terrorist acts) resulting in the loss of the borrower’s business, pledged property, or the death of the borrower/client, with relevant supporting documentation provided;
	•	Unpaid penalties related to the loan/financing;
	•	Expiration of the statute of limitations or deadlines for enforcing an execution order;
	•	Liquidation of a legal entity;
	•	Bankruptcy (insolvency) of a legal or natural person as determined by a court;
	•	Loss of the borrower’s working capacity, where they were the sole breadwinner supporting three or more dependents, and the pledged property is the borrower’s/client’s only residence;
	•	Declaration of the borrower/client as missing by a court decision;
	•	Other cases deemed valid by the Bank’s Credit Committee/Islamic Window Financing Committee.
10.7. Loans/financing recorded in off-balance-sheet accounting must be analyzed monthly (regardless of the duration of off-balance-sheet status) to identify any positive developments that could offer hope for debt recovery. The Bank must promptly undertake all necessary measures to explore possible avenues for recovering the written-off loan/financing.
10.8. If, after five years from the date of transfer to off-balance-sheet accounting, the debt to the Bank remains unpaid or further accounting is deemed unnecessary, the relevant department initiates the write-off process and submits it for review and approval by the Bank’s Management Board, with mandatory notification to the Board of Directors. Decisions to write off loans/financing posing significant risk, as well as loans/financing of affiliated or related parties of the Bank, are made by the Board of Directors.
10.9. Writing off a loan/financing from off-balance-sheet accounting signifies the termination of the Bank’s claim rights and forgiveness of the debt. Consequently, the borrower’s/client’s obligations to the Bank cease from the moment the decision is made. The Bank submits relevant information regarding the debt forgiveness to the authorized state body in accordance with the legislation of the Kyrgyz Republic.

CHAPTER XI. REPORTING AND RESPONSIBILITY
11.1 The Bank’s structural units responsible for handling problem loans/financing, as well as loans/financing recorded in off-balance-sheet accounting, consolidate reports based on the provided data for the Bank as a whole and submit them for review as follows: on a monthly basis – to the Bank’s Credit Committee/Islamic Window Financing Committee; on a quarterly basis – to the Bank’s Management Board. Additionally, on a quarterly basis, reports on the Bank’s significant problem loans/financing, with an outstanding debt exceeding thirty million soms, are submitted for review by the Board of Directors.
11.2 The Bank’s structural units working with problem loans/financing are responsible for the timely and effective implementation of necessary measures to recover loan debts.
(As amended by the Resolution of the Board of Directors of OJSC “Aiyl Bank” dated December 28, 2022, No. 63/3)
11.3 General oversight of compliance with the requirements of this Policy is carried out by the heads of the relevant structural units and the branch director.
(As amended by the Resolution of the Board of Directors of OJSC “Aiyl Bank” dated January 11, 2024, No. 2/6)
11.4 The degree of responsibility is determined in accordance with the legislation of the Kyrgyz Republic and the Bank’s Personnel Regulations.
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