“ROADMAP” AIMED AT FURTHER IMPROVING THE BANK REGULATION AND SUPERVISION SYSTEM IN 2025-2028
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I. ENHANCING LEGISLATION ON THE REGULATION AND SUPERVISION OF BANKS' ACTIVITIES

Developing a draft law of the Republic of
Uzbekistan “On Amendments and Additions
to the Laws of the Republic of Uzbekistan "On
Banks and Banking Activities" and "On the
Central Bank of the Republic of Uzbekistan”

Developing the draft law and stipulating the following within it:

- defining priorities within the main objectives of the Central Bank, taking into account its tasks related to
consumer protection and ensuring financial inclusion;

- establishing eligibility criteria for appointing members of the Central Bank’s board;

- stipulating that the Central Bank exercises consolidated supervision over banks even if the parent
company in a consolidated group is not a bank;

- empowering the Central Bank the right to request information from all members of a banking group,
including non-bank entities, if such information affects the financial condition of a bank within the group, is
necessary for risk assessment, or is required for developing a bank resolution plan;

- establishing procedures for banks to disclose and publish information on key indicators;

introducing a procedure requiring banks and banking groups to obtain the Central Bank’s authorization or
notify the Central Bank when making major acquisations;

- establishing an obligation for auditing firms to immediately notify the Central Bank of any circumstances
that may result in serious violations of banking and banking legislation requirements;

- introducing the requirement that banks to notify the Central Bank in advance or immediately after
becoming aware of any significant changes arising in their operations, including in their organizational
structure, or of any unsafe or unsound practices.

II. STRENGTHENING PRUDENTIAL REQUIREMENTS FOR BANKS

Further aligning capital adequacy
requirements for commercial banks with
Basel III standards

Developing a new version of the Regulation “On Requirements for the Adequacy of Commercial Banks’
Capital,” based on Basel III standards and best international practice. In accordance with this draft
regulation:

reviewing capital adequacy ratios;

introducing capital buffers (conservation, countercyclical, and systemically important bank buffers);
improving the composition of Tier I and Tier II capital and their eligibility criteria;

enhancing procedures for calculating certain credit risks, as well as operational and market risks.

Improving the requirements for the asset
classification in commercial banks and for
the formation and use of provisions to cover
potential losses on assets, based on Basel
standards and International Financial
Reporting Standard (IFRS) 9.

Developing a new version of the Regulation “On the Procedure for Asset Classification in Commercial Banks
and the Formation and Use of Provisions to Cover Potential Losses on Assets” based on Basel standards and
International Financial Reporting Standard (IFRS) 9, and providing for the following:

expanding the definition of non-performing loans (NPLs), including defaulted borrowers and fully covering
Stage 3 assets criteria under IFRS 9;

revising the definition of “restructured assets” by introducing the concepts of “financial difficulty” and
“concessions,” aligning it with the Basel standard definition of “forborne exposures”;

abolishing the current norm under which the first modification of loan terms (such as extension of the grace
period up to 6 months or a reduction of the interest rate) does not lead to reclassification of the loan;
establishing clear and strict requirements for a “cure period” for reclassification of assets from non-
performing to performing status, as well as setting requirements for transition from Stage 2 to Stage 1
under IFRS 9;

introducing minimum provision formation criteria for assets, taking into account country risk (either as a
fixed percentage or differentiated by country), and ensuring that the adequacy of provisions formed by
banks is regularly assessed.
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Aligning liquidity elements and the
coefficients applied to them within the . , L . . . .
4 |framework of Liquidity Coverage Ratio (LCR) Starting from January 1, 2026, compliance of the liquidity ratios calculated in accordance with this

and Net Stable Funding Ratio (NSFR)
calculations fully with Basel III standards

resolution with the established requirements shall be regularly monitored.

Introducing minimum requirements for the
disclosure of banks’ financial and
regulatory reports

Developing a draft Regulation “On Minimum Requirements for the Disclosure of Banks’ Financial and
Supervisory Reports”, based on the recommendations of the Basel Committee and best international
practices.

III. IMPROVEMENT OF REGULATORY AND LEGALFRAMEWORKS RELATED TO CORPORATE GOVERNANCE, RISK MANAGEMENT SYSTEMS, AND BANK LICENSING

Improving corporate governance
requirements in banks

Introducing amendments and additions to the Regulation “On Corporate Governance in Commercial Banks”
(Registration No. 3254, June 30, 2020), and providing for the following:

disclosure of information on banks’ internal documents related to risk management and their existing
risks (including material risks, climate-related risks, and others);

mandatory establishment of a Risk Management Committee in systemically important banks;
development of succession plans for members of the supervisory board and executive management, as
well as for key personnel of the bank.

Improvement of the risk management
system of banks and banking groups

Introducing amendments and additions to the Regulation “On the Requirements for the Risk Management
System of Banks and Banking Groups” (Registration No. 3427, April 18, 2023), to provide for the following:
mandatory implementation of Internal Capital Adequacy Assessment Processes (ICAAP) by
systemically important banks;

public disclosure by the bank when the head of the risk management division is dismissed;

regular assessment by banks of risks associated with state-owned enterprises, including stress testing
exercise, and integration of the results into the risk management process;

ensuring that bank executive management and the supervisory board are informed of the deficiencies of
risk management models and the risks associated with their application;

conducting climate-related risk stress tests by banks.

Introducing the requirement for internal
audit of outsourced services and
operations by banks

Introducing amendments and additions to the Regulation “On the Requirements for Internal Audit of
Commercial Banks” (registration No. 3302, dated May 7, 2021), providing for the requirement that services
and operations outsourced by banks be subject to internal audit reviews.

Improving the system for restoring banks’
financial soundness

1. Developing a draft regulation governing the preparation of banks’ recovery plans.

2. Regularly assessing the recovery capacity of systemically important banks (D-SIBs) facing financial
difficulties, in order to maintain their stability.

3. Introducing an “Early Warning System” (EWS) and a “Prompt Corrective Action” (PCA) framework to
enable the Central Bank to take supervisory measures before prudential standards are breached.

10

Establishing requirements for outsourcing
of banking services and operations

Developing a draft regulation “On outsourcing of banking services and operations.
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11

Developing regulatory legal act governing
the inspection processes conducted by the
Central Bank

Developing a new version of the draft Regulation “On the Procedure for Conducting Inspections (Audits)
of Entities Subject to Supervision by the Central Bank of the Republic of Uzbekistan”, which provides for the
inspection (audit) of banks and non-bank credit institutions, as well as payment organizations, payment
system operators, currency exchanges, credit bureaus, entities subject to consolidated supervision, and
persons performing services and operations outsourced by banks.

12

Establishing criteria for evaluating business
plans during the bank licensing process

Introducing amendments and additions to the Regulation “On the Procedure and Conditions for Granting
Permission to Conduct Banking Activities” (registration No. 3252, dated June 30, 2020), providing for the
following:

a detailed assessment of the bank’s business plan;

evaluation of the compliance of the bank’s organizational structure and business processes with the level of
its operational complexity;

assessment of the sustainability of the bank’s business model;

evaluation of the bank’s activity forecasts for at least three years based on baseline and stress scenarios;
comparison with banks operating in the market that have similar business models.

IV. IMPROVEMENT OF THE CENTRAL BANK’S INTERNAL PROCESSES RELATED TO BANKING SUP

ERVISION

13

Improving the procedure for
implementation of risk-based supervision

Introducing amendments and additions to the Risk-Based Supervision Manual on (approved by the
resolution of the Board of the Central Bank dated December 23, 2023, No. 42/29), providing for the
following:

integration of provisions on the supervision of climate-related financial risks in line with the Basel
Committee’s Principles for the Effective Management and Supervision of Climate-Related Financial Risks;
establishment of procedures for horizontal and regular verification by “curators” of automatic rating
adjustments applied in assessing banks’ risk profiles and internal control systems, and designation of a
relevant structural unit (quality assurance) responsible for ensuring the adequacy of such adjustments;
inclusion of provisions for the assessment of banks’ operational resilience;

clear definition of the roles and responsibilities of curators, inspectors, and staff of the Risk Analysis
Division, including procedures for their appointment, interaction with banks, and introduction of “cooling-
off period” requirements prohibiting them from employment in the banks they directly supervised
(curated) after leaving their position.

14

"Improving the procedure for developing and
utilizing a reasoned judgement by the Central
Bank"

Introducing amendments and additions to the Regulation “On the Procedure for Forming and Applying the
Central Bank’s Reasoned Judgment” (approved by the resolution of the Board of the Central Bank dated
September 23,2023, No. 34/3), providing for the possibility, in necessary cases, to adopt a resolution on the
application of reasoned judgment in advance and notify the related parties afterward.

15

Implementation of a consolidated
supervision system over banks and banking
groups

Developing the draft regulation “On the Implementation of Consolidated Supervision over Banks and
Banking Groups”, taking into account the following:

defining the criteria for identifying banking groups and setting consolidation parameters;

establishing requirements for consolidated reports to be submitted by banking groups;

setting prudential requirements on a consolidated basis;

enhancing cooperation with foreign supervisory authorities, including the improvement of information-
sharing mechanisms, to ensure effective supervision over cross-border banking groups.
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16

Optimization of the processes of banking
supervision

In order to optimize the processes of supervision over banks, the following measures shall be implemented:
organizing regular communication between members of banks’ supervisory boards and the staff of the
Central Bank’s Prudential Supervision Department, including “curators”;

conducting periodic monitoring of issues identified in the institutional profiles of banks;

studying banks’ exposure to climate-related risks, identifying banks vulnerable to such risks, and taking
appropriate measures;

monitoring the interconnections between state-owned banks and state-owned enterprises, as well as
conducting stress testing of risks associated with state-owned enterprises;

ensuring disclosure by state-owned banks of information on risks arising from their relationships with
state-owned organizations;

using the Central Bank’s reasoned judgment to identify cases where a credit institution has entered into
transactions under more favorable terms;

strengthening the supervision of corporate governance in banks through both off-site monitoring and
on-site inspections.

17

Enhancement of prudential supervision

In order to improve prudential supervision, the following measures shall be implemented:

monitoring the implementation and compliance by banks with requirements for identifying and managing
non-performing assets;

establishing horizontal groups for risk management;

expanding supervisory reporting on market risk;

continuing oversight of market risk assessment, including monitoring compliance with requirements for
managing, assessing, and mitigating interest rate risk in the banking book;

evaluating the reliability of economic models developed for assessing interest rate risk in the banking
book;

introducing Pillar 2 of the Basel framework based on the management of interest rate risk in the banking
book;

strengthening liquidity risk stress testing through adverse scenarios based on conservative assumptions;
expanding market risk assessment to include hedging through derivative instruments other than foreign
exchange derivatives;

reviewing the fair value of over-the-counter (OTC) derivatives;

assessing banks’ operational resilience, including their ability to withstand disruptions in critical
operations, mapping of systemic interconnections and dependencies, disaster recovery management, testing
of business continuity plans, and management of third-party risks.

18

Implementation of the Central Bank’s
Automated Data Reporting (ADR) Analytical
Information System

1. Preparation of the technical specifications, evaluation methodology for procurement based on selection
procedures, contract, and other related documents for the Central Bank’s ADR Analytical Information
System project;

2. Execution of procurement procedures and signing of the contract in accordance with the Presidential
Decree of the Republic of Uzbekistan No. PQ-19 dated January 22, 2025, and the requirements of the Law
“On Public Procurement”;

3. Designing the technologies and data architectures and assessing the required infrastructure;

4. Development of the components of the Central Bank’s ADR Analytical Information System, integration
with external systems, and conducting system testing;

5. Carrying out pilot operations jointly with supervised institutions.
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19

Improvement of the system for submission of
financial and supervisory reports by banks to
the Central Bank

Enhancing the system for submission of financial and supervisory reports by banks to the Central Bank, the
following aspects shall be taken into account:

formation of prudential and statistical reports on a consolidated basis;

verification of data quality and reliability, improvement of data security, and establishment of a secure
network for one-time report submission;

revision of supervisory reporting recommendations based on International Financial Reporting
Standards (IFRS);

development of data related to climate-related financial risks;

formation of supervisory reports in accordance with the principles of proportionality.

V. IMPROVEMENT OF THE SYSTEM FOR BANK RESOLUTION, LIQUIDATION AND DEPOSIT INSURANCE

1. Development of draft regulations defining the following procedures:

- conducting valuation for the purpose of bank resolution (being developed by WB, will be reviewed by
IMF );

- transfer of assets and liabilities (will be developed by WB, will be reviewed by IMF);

- establishing a bridge bank and regulating its operations (has been developed by CBU, will be reviewed
by WB and IMF);

- writing-off and/or conversion(will be developed by WB, wil be reviewed by IMF);

- reorganizing the activity of a bank under resolution after applying write-off and/or conversion tool (will
be developed by CBU, will be reviewed by WB and IMF);

- developing a bank resolution plan (will be developed by IMF, will be reviewed by WB);

- appointing a special manager to the bank under resolution (has been developed by CBU, will be

20 Establishment of a bank !
resolution system reviewed by WB and IMF);
- establishing and managing the resolution fund (will be developed by CBU, will be reviewed by WB and
IMF).
2. Defining the procedure for cooperation between structural units responsible for bank resolution and
supervision.
3. Developing first bank resolution plans for systemically important banks.
4. Formulating a register of independent valuers and special administrators.
21 Improvement of the procedure for bank |Introducing amendments and additions to the Regulation defining the procedure for voluntary and
liquidation compulsory liquidation of banks.
22 Establishment oé;c)l:ler:l(liillnanaal Stability Developing a draft Presidential Decree on the establishment of the Financial Stability Council.
EStabl.IShl.ng cooperation Wlth_ other To ensure the effective implementation of bank resolution and liquidation, the Central Bank shall conclude
23 organizations on bank resolution and : . . . .
liquidation memoranda of understanding with the Deposit Guarantee Agency and the Ministry of Economy and Finance.
24 Establishing a procedure for public Developing a draft regulation defining the procedure and conditions for informing the public about the

awareness of the deposit guarantee system

deposit guarantee system.

25

Establishing the procedure for paying
compensation to depositors in the event of
compulsory bank liquidation

Developing of a draft regulation defining the procedure and conditions for paying compensation to
depositors.
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VI. ESTABLISHING COOPERATION IN BANKING SUPERVISION

Establishing formal cooperation between the

Signing of a memorandum of understanding between the Central Bank and the National Agency for
Promising Projects, which provides for the following:

26 | Central Bank and the National Agency for |organization of regular bilateral meetings;
Perspective Projects establishment of continuous mutual exchange of relevant information;
creation of a secure system for the exchange of confidential information.
Signing of a memorandum of understanding between the Central Bank and the National Agency for
. . _ Promising Projects, which provides for the following:
Strengthening cooperation with o . .
27 . . _ organization of regular bilateral meetings;
supervisory authorities of foreign banks . . . :
establishment of continuous mutual exchange of relevant information;
creation of a secure system for the exchange of confidential information.
VII.OTHER DIRECTIONS
28 Publication O.f the Cer_ltr‘::\l- Bank’s Publishing the Central Bank’s supervisory priorities and objectives.
supervisory priorities
In order to strengthen supervision in combating money laundering, terrorist financing, and the financing of
the proliferation of weapons of mass destruction, the following measures shall be implemented:
Enhancement of supervision aimed at ensuring the training of qualified personnel in this field, including facilitating the acquisition of
29 combating money laundering, terrorist  |internationally recognized professional certifications;
financing, and financing of the proliferation |implementing into the financial institutions’ legislative framework the standards of the FATF (Financial
of weapons of mass destruction Action Task Force) — the international body developing financial measures against money laundering;
conducting ongoing assessments of beneficial owners of financial institutions to ensure compliance with
legislative requirements on anti-money laundering and countering the financing of terrorism (AML/CFT).
In order to introduce out-of-court restructuring of non-performing loans and to develop a market for
problem assets, the following measures shall be implemented:
o . shifting from the current approach focused solely on extending loan maturities to a system aimed at
Establishing out-of-court restructuring of . : - .
. . . assessing and restoring the viability of distressed borrowers;
30 | non-performing loans and improving the |. ; : . . . .
. introducing a mechanism to regulate cooperation among creditors to improve the quality of large non-
system for managing problem assets .
performing corporate loans;
implementing a new system for the sale of problem assets;
establishing a framework for regulating the debt recovery process.
VIII. ENHANCING MEASURES TO ENSURE FINANCIAL STABILITY
Based on data on the quality of the loan  |After the full implementation of the practice of generating data on the share of non-performing loans (NPLs)
31 |portfolio, a solvency macro stress testing will |in total loans in accordance with International Financial Reporting Standard (IFRS) No. 9, this

be introduced.

information will be used in conducting the solvency macro stress test.

Assessing foreign exchange-related credit

Evaluating the credit risk arising from exchange rate fluctuations on loans issued to legal entities in foreign

32 risk for corporate loans through stress . . .
testing currency by improving the solvency stress-testing tool.
Enhancine the existine liquidity stress test Assessing the impact on banks’ liquidity positions of potential risks caused by the withdrawal of funds
33 5 £ Y placed by the largest depositors in commercial banks’ deposit portfolios, by introducing an additional

with depositor concentration analysis

shock scenario into the liquidity macro stress test.

34

Introducing the countercyclical capital buffer
for commercial banks

Developing the methodological framework for determining the level of the countercyclical capital buffer
in the Republic of Uzbekistan.

35

Improving communication policy in
managing systemic risks

To enhance transparency and public awareness, the following measures should be implemented:
Introducing regular press conferences following the publication of the Financial Stability Report;
Issuing press releases after resolutions related to macroprudential policy are adopted;

Expanding the range of materials on macroprudential policy available on the official website of the Central
Bank.

* Given the nature of the tasks outlined in this “Roadmap” and depending on the direction of their implementation, the timelines for execution may be subject to
change.




