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Independent Auditors’ Report

T the Board of Directors of J5C AR “Bank of Ching in Kazakhstan”

Wi have audited the accompanying financial statements of JSC ADR “Dank of China in
Kazakhstan™ (“the Bank™), which comprise the statement of financial position as at 31 December
2009, and the statement of comprehensive income, stotement of changes in equity and statement
of cash Nows [or the vear then ended, and o summary of significant accounting policies and other
explonatory mides.

Maragement s Responsibilioy for the Financial Statenients

Muriapgement i responsible for the preparition and fair presentation of these fnancial statements
- aeeordunce with Interntional Financial Reporting Standacds. This responsibility  includes:
designing, implementing and maintaining fnternal eontrol relevant o the prepartion and fair
presentidion of financial starements that are free fomi mateeind isisstatements, whether dug o
ol or error; selecting and applying appropriate accounting policies; and making sceounting
catimates that are reasonable in the circumstances,

Awditors ' Rosponsidility

Clur responsibility 15 o express on opinion on these financind statements buased on our audit,. We
conducted cur audit in aceordinge with Intecnational Standerds on Auditing. Those standards
require that we comply with relevant ethical requirements and plen und perfomm the aodit o
ohrain reasonable pssurunes whether the loeneiol stekements are Tree of material missiatement,

An ondit involves performing  procedures o obloin oudit evidence pboot the smounrs nnd
disclosures in the fnoncial statements, The procedures selected depend on the auditor’s judgment,
including the gssessment of the risks of material misstatement of the financinl statements, whether
due o frawd or eeror, Iy making those risk ausessments, the auditor considers internnl control
relevant o the entity’s preparation and talr presenration of the financial stotements in order W
design andit procedures that are appropsiste i the circumstonces, bul not for the purpose of
expressing an opinion on the elfectiveness ol the entity's inlernal control. An audit slso inelsdes
evaluating the appropristeness of aceounting principles used and the reasonahleness of accounting
eslimutes mude by manpgement, sy well as evaluating the overall presentation of the financial
slutements,

We beligve that the sudit evidence we have obtained is sofficient and appropriate 1o provide a
busis for our opinion.

KFRES #uakl LLE -3 dmeied imnd¥y company noorporaizd
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In eur opinion, the fnancial statements present Taidy, in all material respects, the Mnancial
position of the Hank as at 31 December 2009, and ity Anancial perlvmance and its cash flows for
tho year then ended in accordance with International Financial Reporting Standards.
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Abibhulliveva E.Sh.
Certiticd Anditor

Auditor's Cualilication C af
ol 11 November | 906

KPMG Awdin LLC
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Stote Licence to condigt :rr-rcm-#'@ﬂﬂﬂ '}q'"lﬁ"' f Degeber 2008 jyspcd by the Minisiey of
Fineree af Hhe fepribiie of K:rm} i ‘"n-_n_._“-_l,

Berdalina 1K,
President of KPMG
wenng on the basisgnlthe Charter
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JEC AR “Bank af Ching in Kazaklstan ™
Stertemeert af Crmprehieneive Tavome (e Tncsme Sletemeant) o 0 vear peded 37 December 2000

2005 Z{HIE

MNnte o0 KET "W KET
Interest income 4 L3025 2710
Intcrest cxpense i {271.342} (137 24000
Met inderest income H41,642 445464
Foe and cormenission imcome 7 [ 10875 6, | IR
Fee and commission expense fi (RO, 116 (30,774}
Med Tee gl commission income 1022159 fA5424
Met foreign exchionge moome 7 ER TR i) 15,767
[ Yher operating income 4 TS e
Chperating ineanie k 2.4n4,324 1,270,571
Cieneril administrative cxpenses 1 (5, 20005 (354,300
Profit befare tnaes [RREALT 011,265
Iivueme s expense L [E'J'I.ﬂ,l_ﬂ:. (22 587
Prasfal sl il vomprebensive csme T.Fhf.i-;i.ﬁ_ BT

Phe finnmeinl sintements as set ont on piges 5 o 40 were ppproved by Board of Direetors on |
March 2010,

P

L senovi A5
€ it Aeeonntant

The sialsmenl of comprehensive nommoe (e incwme stalzment} iz o be read o conjuoction will the oules
to, and forming part of, the Onancial stalzoents 20 ool on pages 9 0 410,




U T I | T T S VT T U T T T VA I A VA Y Y A 4 R I

S AR S Hank of Chira in Razaklistan ™
taivmenr of Fikareiod Posirion fthe Tatarnee Sheedd av o1 3T Decenpher 2000

009 20
MNote N KET N KET

ASSLETS

Cash ] Td Gal
Dy [rem the National Bink of the Republic of

Feiveink bt i RENL TN, T R
Plucements with banks 12 ST Ral 1auz a3
Loans to customers 13 Bt 6EY [ i 301
Held-to-maturity imvestments 14 T.862.56Y 3,242 698
Froperty, aquipoend wnd fetangihle nssels 15 573,937 502,226
Dictierrad tax nusel I 2.425 853
Cither-assits I 139,561 58,585
Total assers .8, THU, 746 J5,083,543
LIARILITIES

Dleposity and Balanees from bunks 17 36, 270 198, 192
Cairrent nccounts and deposiis from customens I 53,224,948 0,178,151
Ehier burrowed Ry . B2 %4
Colier lbilition 149 = 15,277 == Ii'bﬂ._
Total linbilitics 83,624,504 31,004,258
EUiTy

Share capitnl el 485 008 (R TE T
Share premium 89,144 .
Wetnined camings 4,582,000 114,235
Tutul eyquity B LT S N [T C R
Total labilities and equiry 03, THD, T4 35,083,540
Conumilments and Contipgencies 73, 24

The statement of financial position (the balance sheet} is o be read in conjunclion with the notes to, and
forming part of, the financial statements set owl on pages 9 1o 20,
=
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SRCAS “Bunh ol Ching in Kozeklstoe™

Netrmoer of Carh Filows for the yvear ended 31 December 2000

CASH FLOWS FROM OPERATING ACTIVITIES
LoteTest receipts

Interest paymicnts

Foo and commissiod receipls

Fee and cumrussion pavimenis

Mol receipls from foreign exchonge

CHher income

Gieneral administrative expenses

(neresse )l deerease in aperafing asseis
helananauem reserve requirgments
Placements with banks

Losiis 1 customers

Ctler nasets

Bieremse in operating Bubilitics

Paegsosits anul bitlanees lrom banks

Clirrent acesunts and depusits from cuslemers
Chlier linbilliiey

Mol ensh provided from operating setivities hefore
mneame s pradi

Ineome 1oy jaid

Cash faws From aperatnms

CASI FLOWS FROM INYESTING ACTIVITIES
Paprelsnaes of held=wsnaurity ivestinenls

Wiy ol lieldsu-mutinly investmenis

Mirelnaes of property ol eguipmend

Sutes ol property and equipment

Clush Mows nsed in investing netivities

CASH FLOWS FROM FINAMCING ACTIVITIES
Met repaymentad’ receipia of ollier borrowed Duds
Procesds from issuance ol share capital

Cash Mows Trom Gooocing pelivifies

Mel inerewse inocash and cash cquivalents
Effect of changes in exchange rates on cash and cash
equivalenis

Cisli aod cash equivalents as at the beginning of the vear

Cush and cash equivalents as at the end of the vear
( Moz 24)

29 200E
N KT UM KT
DaE 548 563245
(285.666) (117,306}
1021 8% 6,312
(61,387) (30,774}
341,814 |92 800
Bl b
[513.855) (I3 A9H)
(217,305} (375 Ta5)
E 172
143511 [ 56T 304
4 10 AR
60,0087 162, 1490
|4, 120,501 B s Qi
1184
20,544,048 R L R AR
TR (203,100
L514,707 26,249,057
(6,736, 840 (7,150,800 )
2342000 .62, TRR
(5 G85 {200, 5% 9)
RO L
(4, 160,124) (1,957,154
ERYEIT 3,050
A, 500,102 -
3005, |52 13,950
200,259,765 24.BUE HFS
3016213 (128 6747
29 486,363 4,719,186
53,602,375 A0 486368

The statement of cash tlows is tn he road’in conjunction with the notcs to, and forming part of, (he (inancial

stilements sof out on pages @ o A,

!
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SEC AR “Bank af Ching in Kegakisfen®

Siamremenl of Cluanyes dn Equite for the peor epded 31 December 20000

Share Share Hetuined
capitil preminm earnings Tntal
0 KET O M0 KET 0 KET Ny KET

Lilance ws at 1 January 2008 | 65,50 - 233517 1.300.567
Prafit and todal comnprebensive income for the
vear = A o Tin
Balance ax at M Decew ber 2008 LGS, 050 3014235 4,070,265
Badunee a5 ot 1 Jomuwary 2009 1650500 3.014,235 4,073 285
Peafit and odal cornpreliensive mcone for the
yaur - LLAnT RSS 1507 855
bt TR PEATRL A0 R WER Ha, 144 43y IR
hindmarew s b 31 December 2009 SA85.008 LEMEE 4552000 L, | 56,202

The statemment of chanees io equity is to B read in coniunction with the nores o and Tarmine oan ofF the
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SO AR “fMawk nf Chier in Kecakistan™
Nes to dhe Financlal Strfements fov the wear-emifed 15 December 2008

Background
Principal activilics

Jomk Stock Company Alflate Benk “Bank of Ching i Kacakbsian® (Sthe Bank™) was established
om 19 April 1993 as “Bank of China in Almaty™. On 19 December 19497, the Bank was me-
registered as Close Joint Stock Company Subsidiary Bank “Bank of China in Kazakhstan™, On 4
Bl 2005, the Bank was re-repistered o Joinl Stock Company Afliliate Donk “Bank ol China i
Koeakhstan™.

I'he principal activities of the Bank are deposit taking and customer accounts maintenance.
lending and fssuing guaramees, cash and settlement operations, and operations with securities and
foreign eschonpe. The selivities of the Bank are repulated by e Finascial Markels and
Orpamisahions Supervisory and Hegulatory Apendy (“the FMSA™) and the National Hank of the
Republic of Karakhstan (“the NBREK™). The Hank hos o hanking license No P81 reecived on 31
January 2006 trom the FMSA, The Bank is a member of the state deposit insurance system in the
Republic of Kazakhstan

24 December 2008 the Bank obtsined (he stotus of banking holding from the FMSA. The
change in status resulted trom new regulations effective from 23 Oetober 200K, which requine
banks with magority ot eapital owned by forcign banks to have status of banking holding.

The registered address ol the Boank's head office is 201, Gogoel Street, Almaty, The Bank hios oine
Branel in Almoty,

The average number of people employed during (he year wis G (20008 61),

Sharcholders

Ihe Bank is whaolly owned by the Bonk of China Limited (*the Sharehalder” or “the Parent
Bank™y located (o People’s Republic of China, Bedjing. The activities of the Dank are closely
linked wath the requirements of the Shoreholder and determination ol the pricing ol the Donk's
services o e Sharehiolder s underioken o comunetion with, other Shoeliolder bunks, Beloted
parly trumuae lions are detailed in Nole 25

Fosmrslchutan buginess environment

e Kepublic of Kaenkhstan is experiencing political und coonomic change which has affeercd,
and mey continue 1o affeet, the activities of enterprises operating in this. environment,
Consequently, aperations in the Republic of Kazakhatan involve risks thar rypically do nor exist in
otler markets, I wldition, the recent contraction o the capital and credit markets has Turther
tierensed the bevel of eeommmie oncertainty o the envinomment, The looncial stsements reel
management's gasessment ol the impuel of the Kasakhstm  bosiness environment on the
aperations and the financial posirion of the Hunk. The future husiness environment may differ
freaim ﬁ'lﬂl'lﬂgl-"mEI"IT"’- ASSEsEsment,

Basis of preparation

Statement of compliance

Ihe sccompanying financial statements have been prepared in accordance with Infernational
Finangial Beporting Standards (“IFRS™).

Itasis nf messurement

The finanvial statements are prepared on the historicel cost basis except that financial instruments
at fair value through profit or loss and available-for-sale assers arg stated ar fair valoe.
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SEC AR “Bank of Cliiwa fn Kazakfvomae”
Nider to e Finrhelal Sunemets foe e vear cncled 71 Deceneier 2000

Basis of preparation, continued

Functional and Presentation Currency

The functional currency of the Bank is the Kazakhstan Tenge (“KZT™) as. being the national
currency of the Republic of Kazakhstan, it reflects the scunomic substance of the majority of
underlying cvents and circumstances relevant to them.

The KZT is ulso the presentation currency for the purposes of these lnancial statements.

Finaneial information presented in KZT is rounded to the nearest thonsand.

Use of estimates and juidpments

Manapement makes o number o extimates and sssumptions relating to the reporting of wssets and
linhilities and the diselusure o contingent assets and liabilities w0 prepore these  Bnuncial
statermenls o confommity with IFES, Actuad cesulis could differ Teoam isse estimptos,

In particular, intarmation about signilicanl areas of estimation uneertainty and critical judgments
i applving acoounting policies are described in the Note 13 = Loans to enstomers,

Significant accounting policies

The Tullowing significant accounting palicies are consistently applied in the prepartion of the
linaneind stmtements. Changes in nceounting policies are deseribed ob the erad of this note,

Forelgn currency transactinnsg

ransaetions in foveipgn curreney ore translated w KA1 ot the foreign exchunge rate ruling sl the
date ol transection, Monetary assets and labifites denominated o Toreign currencies at the
reporting dute are translated o the fonctionn] enrreney at the exchonpe rale al that date, Vhe
fureign curreney gain or loss on monetary items is the dilference between amortised cost in the
funclional curreney at the beginndng of the period, adjusted Tor effective interest and payments
during the period, and the amortised cost in Toveign curreney transhsted ot the exehonge rate af the
end of the reporting period, Foreign currency dilTerences arising om iranslation are recognised in
profit or loss, except lor dilferences ansing on the tanslation of avallable-Tor-sule eyuity
inatroments or gualilying cash Now hedpes, which sre reeognised in other comprehensive income,
Non-monetury ilems that are measured in terms of historical cost in a loreign correney arc
teinsladed wsing the exchange rate ar the dare of the transaction.

Cash and cozl equivalents

I'he Bank considers cosh, the vorrespondent sccount with the NBRE, the deposits with the NERE
with original moturilies of less thun three months and nostro accounts with other banks 1o he eash
and cash equivalents, The minimum reserve requirement is not considered 1o he a cash equivalent
ddue (v restrictions on its withdrawahility,
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Wrties d tiee Frmneend Sterementsfor the véur cnded 310 Decemboer 2008

Significant accounting policies, continued

Financial instroments

Classiffoarion

Finanefal instruments af fair value thrawgh profiv or loss are financial assels or linhilities that arc:
- acywired or incurred principally for the purpose of selling or repurchasing in the near term;

- part of a portlofie of identificd financial instroments that are managed fogether and for which
there is evidence ol o recent actual pattern of short-term profit-laking:

- aderivative {except fior a derivative thal is u designated and effective hedging instrument); or,
= upon initial recognition, desipnated as at fair value throngh profit or loss,

The Bunk may designate financial assets wnd labilities at fair value throngh profit or loss where
either:

= the assets or liabilities are managed and cvaluated ona [aie value Dasis;

= the designation eliminates or signilicantly reduces an aceounting mismateh which would
ulherwise arise or,

- the asset of lnbility contuing an embedded derivative that signilicantly modifies the cash fiows
that would etherwise be required under the contract,

Leigery ang vecefvahiis are nonsderivative Dnoncinl mssets with Bxed or dererminalble Py Ineis
thist wre not quoted s an active market, other than these thse the Hank;

- intends 1o sell immedistely or in the newr ferm;
- ipron initial recognition designates as at falr value theough profil or lows;
- upen initial recognition desipnotes s available-Tor-sile or,

- may not pecover substuntislly wll of it initinl investment, other than because of credit
deteriortion,

Hglel-ti-maruriny Investimentys are non-derivative lnoncial pssets with fixed or determinable
puvments and fixed maturity that the Benk has the positive intention and ability tw hold 10
muturity, ather than tiose ot

= the Bank vpun initial recngnition designares as ar fair value theough profit or loss:
- the Hank desipnares as available-[or-sule vr,
= meet the delinion of lowns and receivahles,

Available-far-sale aesets are those financial assets that ere designated a5 available-tor-sale or are
ol elussified as loans and receivables, held-lo-maturity investments or financial instruments af
fair value throwgh profit or loss,

Management determines the appropriate classification of Nnencial instruments ar the tme of the
milinl recognition, Derivative financial instruments end Anancial insrruments designated as at fair
value through profit or loss wpon initial recognition are not reclassitied out of at Gair velue throwgh
profit or loss catepory. Financial ssset that would have met the definition of luan and receivables
may be reclassificd out of the tair value theough profit ur loss or availahle-for-sale category il the
enlity has an intention and ability to hold iU for the foreseshle fture or until maturity. Other
financizl instruments may be reclassified out of at fair value through profit or loss cutegory only
in rare circumstances. Rare circumstances arise from a single event that is unusus! and highly
unlikely o recur im the near form.

11
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SRCAR “fank of Ottt fn Kazakletan™
Nates to the Financial Stetemenis for the yeor endod 31 Depember 2007

Significant accounting policies, continued

Financinl instruments, continned
Recegidiion

Financial assets and liabilities are recognised in the statement of financial position (the balance
sheet} when the Bank becomes & party 1o the contractual provisions of the instrument. All regulur
way purchases of financial assels are sccounted for at ihe selllement date,

Weasurement

A financial assel or liahility s initially measured ot its fair value plus, in the case of a financial
asset or linbility not ot faic valoe through profit or loss, transaction costs that are directly
attributable to the acquisition or issue of the Gnancial asset or liability.

Subseguent to initial recognition, fnancial assets, including derivatives thal are assets, are
menstred at their Tuir values, without any deduction for sransaction costs thal may be fncurred o
sale ar other disposal, exeepr tor;

= louns uel receivables which wre mensurcd ot amaortised cost using the effoctive nterest method:

= held-fo-maturity nvestments that are measured at amortived cost using the efMective nterest
et s

< investenents in equity instruments that do not have a quoted market price in an active markel and
whose Tuir value can not be reliahly mensored which are measured ot cost,

All Tinancial labilites, other than those designated b fair value through profit or loss and
financial labilities e arise when a wonsfer of o fnaneinl asser caried al Tuie value does nol
aqualify for derecopnition, are measured ol smorlised cost, Amortised cost iy colenlated wsing 1he
effective interest rate method. Premivms and discounts, Including initial transaetion costs, e
ineluded in the carrving amount of e related instrument and amortised based on the efTective
Iiterest eute of the instrumment, Where s valuntion based on observable marker data indicates o i
vilue gain or loss on initial recognition of an asser or liability, the gain or loss is recognised
snedintely in profic or loss. Where an initial gain or loss s ot based enitirely on observeble
market data, it s deferred and recognised over the life of the asser or liability on an sppropriate
hasis, or when prices hecome ohservable, or on dispusil ol the asser or Hability.

Fair viluar tieasoresment principles

The fair value of financial instruments is bused on their quoted market price st the reporting date
Without any deduction for ansuction costs. Where a quoted market price is not available, fair
vitlue 15 determined using valualion techniques with o moaximum wse of market inpuls. Such
valuation techniques include reforence to recent anm's length market transactions, current marker
prices of substantially similar instiments, discounted cash flaw and option pricing models and
other techuiques commonly used by markel partivipants 1o price the instrument,

Where discounted cash flow techniques wre used, cstimared futire cash flows are based on
metagement’s best estimates and the discount rate is @ market releted rate at the reporting dute for
an instrument with similer terms and conditions. Where pricing models are used, inputs arc hased
on market related mensures at the reporting date.

1=

=t
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JEC 4B “Hank of Ching iv Kozakbstan ™
Voates ta phe Flaarcial Siofemonis for the year cnded 35 Decomber 2009

Significant accounting policies, continued

Finaneial instruments, continmed
Cravdny il fosses o subsequent meayuremeny

A gain or foss arising from a change in the fuir value of a financial asset or liubility is recognised as
Follows:

- gain or foss un a financial instrument classified us at fair value through profit or loss is reeognised
in profil or loss:

- i pain or loss on an available-for-sale asset is recopnised us vther comprehensive income i equity
fexcept tor impairment losses and foreign exchange pains and losses on delt finoncial instraments
avatlable-Tor-sale) until the asset is derecogmised, al which tme the comulative guin or loss
previously recognised in equity is recopnised in profit or loss, Interest in relation o an available-tor-
sile assel is reeopnised as earned in prolt or loss using the effective interest method,

Fur fnancial assets and lahilitics carried ar amortised cust, u gain or loss is recognised in profil or
lass when the fnoncial asset or liability is devecognised or impaired, and though the amorisation
Pracess,

Derecognition

A financial mset i derecognised when the contraciiml rights 10 1he cosh Nuws from the finaneial
sl expire or when the Bank transfers substantinlly all the risks and rewards of ownership of the
fimanciul asser. Any rights or oblipations ereated or retained in e transfer are rocopnised separtely
s misets or Habilities, A lnuncial Habiliey is derecopnised when it is extinguished,

The Bank also derecognives certnin nssers when il wriles ofV bplances partaining L the wasers deemed
10 be uncolleciible,

fXfxeiting

Financinl wisets and Habilities are oflsel oo the net amount reported in the stmtement of financial
positivn (the halanee sheet) when there v o legally enforcenble right w set off 1he recopnised
wnaents and there s oo intention o seitle on o ner basis, o realise the wsset and serrde e labiliy
simultancously,

Froperty snd equipment
Ehimid usvery

ltems of property and equipment are stated at cost less secumulated depreciation sod impuirment
lnsses.

Where an item of property and eyuipment comprises major components having different usetul lives,
they wre accaynted for as separute ilems of property and equipiment,

Depreciarion

Depreciation is charged to profit or loss on & straight-line basis over the estimared usetin] lives of the
individual assets. Depreciation commenees on the date of weyuisition or, in respect of internully
eenstrucled wssets, from the time an asset is compleled and ready for use. Land % not depreciated,
The estimated useful lives are as follows:

Buildings 30 venrs:
Computers 410 3 years,
Furniturc T years;
Wehicles T 13 vears;
{¥ther e 3 to 13 vears,
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Nares 1o the Firmametal Srarememés far e yewr encdedd 31 December 2009

Significant accounting policies, continued
Impairment, continoed

Fimancial asseds carvied ar amartived cost, continned

When a loan is uncollectable, it is wrilten ofF against the related allowance for oan impairmenl The
Bank writes oft a loan balance (and any relsted allowunces for loan losses) when management
determines that the loans are uncollectible and when all necessary steps o cotlect the loan are
corpleted,

Newi=flnnielal nssels

Mon-fAnancial wssels, other than delerced taxes, are assessod at cach reporting date for any indications
of impairment. The recoverable amount ol non lnancial assets is the greater of their fair value less
costs (o sell and value in vse, In assessing villue inuse, the estimated future cash Hows are discounted
to Lheir present value using o pre<tax disconnt rate that reflects current markel dssessments ol the time
vithue of moeney andd the risks specific to the asset. For an asset that does not penerte cashi inflows
larpety independent of those Trom other assets, the recoverable smonnt 15 determined Hor the cash-
generating unit to which the nwset belongs, An impainment loss is reeognised when the carrying
amonnt of an asset or its cash-generaling unil exceeds lis recoverable amonnt,

ANl impuirment losses in respect of non finaneinl assets are recognised in proli or loss and reversed
enly i there has been o change in the estimates used o determine e recoverable amount, Any
impairment losy reversed is only reversed to the extent that the asset’s careving smuount does not
exeeed the enrrying amount thul would have been determined, net of depreciation or amortisstion, il
na fmpairment loss had been recognised

Ceed bl related comumbliments

In the normal course of business, the Bunk enters o credit relaed commitments, comprising
undenwi loan commitments, letmers of credit pnd pusrsnlees, and provides other forms of eredit
EREEEE,

Financial guarantees sre contracts that require the Bank 1o make speeified pryments to reimburse the
holder for a loss it incurs becuuse 1 specilied debtor falls 1o make payment when due In pecordance
with the terms of a debt nstrument

A Ninanciel pusrsnlee Hability 8 recoenised initially at fuir value nel of sssocioted transoction ¢osts,
and v messured subseguently at the higher of the amount initially recopmised less cumulative
amortisation or the kmount of provision for losses under the guarantoe, Provisions for lesses under
financial guaranrees and other credit related commitments are recognised when lnsses are considered
probable and can be measured relinbly,

Finuncial puarantes labilities and provisions for other credil reluted commitment are included in
other liabilities.
Share capital

Ordinary shores are classified as equiry, Incremental costs directly attributable 1o the issue of
ordinary sharcs and share options are recognised as a deduction from equity, net of any tax effects.

Dividends

The whility of the Benk o declare and pay dividends is subject o the rules and regulations of the
Karakh legislation.

15
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Significant accounting policies, continued

Share capital, continued
INvidends, continwed

Dividends in relation e ordinary shares are reflected as an sppropriation of retained carnings in the
period when they are declared,

Taxation

Income tax comprises current and deferred tax, Income tax is recopnised i profit or loss except lo
the extent that il relutes o items of other comprehensive income or transactions with shiarehollers
recopnised directly in cquity, in which case it is recopnised within ather comprehensive income or
directly within equity,

Current fax expense is the expecled nx payable on the mxable income Tor the Yoar, wsing lix rates
enacted vr substantially enacted al the reporting dute, and any adjustment to tax piyable in respect of
[IEVIGUS Vaars,

Preterred tax bs provided using the balanee sheel lability method, providing tor femporery ditferences
Between the earrying amounts of assets amd lsbilities for Tnancial reporting purposes and e
mnounts wied for taxativn purposes, The lemporary diftorences resulting, from the initial recogaition
of wssets or [iabilities that aftect nelther aceounting nor Lusuble profit are nol provided for, The
amount ot defermed tax provided is based on the expected munner of realisation ar settlement of e
warrying amcunt ol assets and lobilities, vsing 1ax enles enacted or subistantially eponcted 6 ihe
reporting dale,

Adeforred tus asser is recognised only o the extent that it is proballe that futire faxable prafits will
he avallable wpuinse which the lempornry differences, wnused 1% losses and credits can be wiilised,
Peterred tux assets are reduced e the extem that it & no longer probuhle that the reluted tax henetit
will be realived

Income and expense recignifion

literest ineome and expense are recognised in profit or loss using the effecrive interest method,

Lo orgunisation fees, loan servicing fees and other fees thal sre considered 1o be integral 1o the
overull profitability of u loan, together with the related direct costs, are deferred and amorised 1o e

imiterest income over the estimated life of the financial instrument psing the eifeerive ilerest rule
methng,

Cithier fees, commissions and other income and expense ifems are recognised in profit or loss when
the corresponding service s provided,
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Newes toiie Fingacial Suntements et vear ended 30 Decenmier 2007

significant accounting policies, continued
Comparative information

Frior period reclassification

Comparative information has been reclassitied to conform (o changes in presentation in the ewrrent
perisd

The impacl of reclussifications on the statement of financial position (the balence sheet) as at 31
Decembier 2008 wuy as follows:

As reclassilied 3 As provionsly
Meceniher 2R Reclissilivition reported
Cash and eash equivalents - 30,024,790 A0, 2, TR0
Cash Til B {9 .
Fooaee Troen (e Madional Bunk of the
Bepiibilic ol Kaeakhaton 26,057, TOR (26,057, TOR) z
Placessents with Banl 3,002 (27 (3,992 021

Phere 15 no impact of the above reclassifications on the stalement of comprehensive income {the
mneome stntement) for the vear ended 3| December 2008,

Fhe impoct of reclsssi feotions on (he satement of cnsh flows for the vear ended 31 Decermber 2008
wind s follows

A reelussified 31 Ax previously
 December 2008 Reclassifcation reparied
IRecremse i minimum reserve regqiinenieins (374, Tosy 75,705 d
sl ows fronmn oparations 6,245 0657 375,708 20,024 B2
Mot increase inocnshoand eash eguivilents 24,895 B3 347,121 2514297
Cush and casheequividadis s al e
beginning of the year 4,715, 186 262,630 4081 B16
Cnsh and cash equivilenis s ol the end of
the year 20 486,365 638,425 10, 124, o

[he above reclossilications mpect presentation of the respeetive items in the comporotive
statement ol Fnencivl position (the balance sheet) and statement of cash flows sod do not impal
the Bank's profit for the vear or equiny,

Cleanges in accounting policies

Starting from [ lanuary 2000 the Bank adopred the revised version of T1AS | Presentarion of
Financial Sratemenis (etfective for amnual periods beginning on or efler | January 2000), As 3
resnlt the income statement i replaced by a stalement of comprehensive income (the income
statement) that also includes all non-vwner changes in equity, snch as the revalvation of available-
for-sale assets. The balance sheet is renamed o the statement of financial position (the halanee
sheet) and the cash flow statement is repamed to the statement of cash Nows. According fo the
revised [AS 1) a statement of financial position (the balance sheet) ul the beginning of the earliest
comparative period is presented whenever the entity resteles comparatives due to reclassifications,
chunpes in secounting policies, or corrections of errors.

Various fmprovementy to IFESs have been dealt with on & standard-hy-standard basis.
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Significant accounting policies, continued

Mew Standards und Interpretations not vet adopled

A pumber af new Standards, amendments to Standards and Intevpretations are mor el efficiive as
at 31 December 2009, and have dot been applied in preparing these financial siatements. £ these
proncmreements, potentiolly the following will have an fmpact on the Bank's operativns. The
Bank plans o adopt these pronouncements when they become effective. The Bank has not vet
analysed the likely impact of these new standards on ity lnencial siatements.

* Revised TAS 24 Related Pariy Disclosnees (2009) (effective for annuul periods perinds
beginning on or after 1 January 20011 introduces an exemption from the basic diselosure
reguirements in relation W related party disclosures and outstunding balances, including
commitments, (or govemmoent-refnted entities, Additionully, the standard has been revised o
simplily sume of the presentation guidance that was previonsly non-reciprocal, The revised
stindard 14 tey be applied retrospectively.

o IFRS 9 Finaneial fosivirents will be effective for annual periods beginning on or after |
Tanuary 2013, The new standard is to be issoed in several phises and &5 intended 1o replace
IAS 3% Filoanciol Invirsnents: Recogrition amd Measueeorent once the project is completed
by the end of 2000, The Arst phase of IFRS @ wos issoed in November 2000 and relutes i the
recognition wnd mensurement of Huancial assets. The Bank recopnises that the new standard
introduces mamy changes to the accounting lor Anencinl instroments ond s Iikely 1o have o
sigmilicant impaet on the Bank's foancial statements, The impact of these changes will be
unubysed doring the course of the project oy further phases of the standued are issned,

Various fmprovemery fo SERSy which resull in necounting ehanges lor presentation, racognition
oF meisprement purposes, will come into elTect not earlier than 1 January 20010,
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Net interest income

2ma nng
nn KET o KET
Intcrost incone
Diue from the Mational Bank of the Republic of Karakhsian 738,800 223 B8
Held-to-imatirily investments 252,390 208,039
Luxiins ta cusinmniery 14116 HilL 3746
Plicements with haniks 7710 07447
I 113025 SRLTIU
Interest expense
Current avcounts and depasits Tiom coslomers (350,127) (121,444}
ther borewad fundy (204417 {14.208)
[repusits and balances fuen binks _(H1E} 0.504)

(271,382) ___ t1a7346)

Fee and commission income

g 2
RITHIN WA 0 KT
Apency services — 'zil;iu.x |3 =2 e A0, T30 o
Seltlemen 4 RUY I 00
el withilegwal 25,065 34,055
Client necount muintenance [, 0074 Fiul 2
Civarantee wind letter of credit ssumnce 5028 hAls
Liele 21,987 (N ED
COLINATS Gaea9R

Fee income for ngency services relate 1o commissions camed by the Bank for acting s an agent for
loans issued by the Hank of Ching Cayman lslands, The Bank provides services of administeation
ul loans issued W eorporate customers — residents of the Republic of Koazokhstun, The Bank does
not bear any eredit risk related to lnans issued by Bank of China Ciyman Islands, Accordingly,
related loans are not recegnised in the Bank's financial statements,

Fee and commission expense

i1 2008
0 KAT 0 KET

Deposit guarentee fund coniributions (66842} (7. 089)
Selllement (4, 37H} ! (348}
huzakhstan stock exchange membership (6.220 [T.935)
Cush aperaticns (210 {7,965
Crher {3,76m) e (1437

(86316) (30774
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Net foreign exchange income

el wan un spol lransaclions

(Loss) dowin from revaluation of finaneiol assels and labilities

Other operating income

Met gain on disposal of property and equipment

{ither

General administrative expenses

Ligbpdusee compensisl s
Fases ather than an ancome
Comimsimication:s and information seivices
Drepreeintion and amarission
Represenlation expenses
Repairs anc mnisienanee
Prafessipnal services

By

Travel expenses

Renl expenses

[runsporiation expenses
Adlvertisinge mnd marketing
Chhier

SN AY “Hund af Ching in Kogalfsion ™
Nares ra it Financigl Srafements far the vear ended 31 Decembar 2060

2009 2008
WO KZT W0 KZT
14| Bas 192 800
{454) |58
SR LB ekl 194,767
2004 2004
0l KA Wl K2 T
178,834 171
811 445
279,045 016
0 2008
ol KZT N KZT
TTRE 128811
141,227 HH, 540
G, 165 JT.684
33 HuT 15 804
24,863 5 00l
22,450 15,111
22,378 15,753
2318 1RA451
I 4h, ik 5,449
R 984 L 08
1,516 1,782
646 1242
11274 14,007
544,530 154,306

During 2008 e Bank accrusd and paid YAT on commission income meesived from agency
services provided in 2008 aml 2009, Taxes other than on income include KZT 112651 thowsand of

these VAT charges and corresponding penaltizs,

an
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10 Income tax expense

200 208
Ui KET YWD KET
Currenl fnx cxpense
LCurrenl vear 35468 231299
Underprovided in prior years 14443 1,901
365,911 235 202
Dreferred tay expense
Linzination and reversal of temporary dilferences Rl 7345
Total inceme tax expense RIAR L 242,547
The applicable tx rute for ourrent ux s 200 {2008: 10%),
Heconcilisdion of effective (ux rafe:
200 ZdHpH
" WET i "IN AT a
Frofit before ray 1,935,704 LRI D2 268 [0, i)
Tieonie fax ot ehe applicable ax e 187,150 2 276, 46140 ELHRH
Won-laxable ineome (33.663) (17 {35,303) {1 B
Vnderpeovided 1 prive vers [4,441 074 A0 (42
Clusnge in tx rile . (2,713) (£h,300)
27080 1.l 242,547 24,20

Delerred tax asset wnd lability

With effevt from | Janusry 2009 the inceme lax rate has been reduced 10 20% for 20092012
will be decreased 1w 17.5% for 2003 and to 15% lor Ister years, Except In relation o propery,
equipment wod intangible assets and loans o customers, the s rate applicable for deferred Luxes
wis 200% (Z008: 30%), The tax rute applicable for delerred taxes I relation to properly, cquipment
and dntunpihle assets and Inans to customers was ealeulated hased on the timing of the expecicd
reulisation of temporary differences, applying the rotes that will be in «ffeet at that lime.

Temporary difTerences herween the carrying amounts of wssets and labilitics for financial reporting

purpases and the amonnts used for txation purposes give rise o net deferred Lux nssets 45 at 3|
December 2009 and 2008,
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10 Tneome tax expense, continued

Movements in temporary ditferences during the vears ended 31 December 2000 and 2008 are
presented as tollows.

Revopnised

Balance
Balanee in profit 11 December
T I Tamaary 20049 o loss L
Praperty, cauipmient aod intugible assels 2,037 (10 &) = (KLY
[xeher linkilitiey {1,184 PR 1406
AR o 1,972 L Y15
Recapnised Hulance
Bafance in prodil M Deeomber
O WET I Jumuinry 2008 ar lirss Tilrs
Prapecty, equipment and intangilile assets A0 1,767 2,037
Ciifer lenbilifies L 1.57H RSy
8,198 7,045 H53
1T Due from the National Bank of the Republic of Kazakhstan
2o R
S BT i AT
Mastro pecoun _-1,'.'.Hﬁl ey f1 HU5%423
Ferm depnsie 5,800 542 18018375
AR G202 26,057, K
12 Placements with banks
i Zillks
"y KET D KET
Nt fmygnarireed or past dee . )
Mt pecount with other banks
= Moled A- o A 3,772 060 1,502 023
5,"-"'.'1.35'.;- 2003023

e

Concentration of placements with hanks

Az at 31 December 2009 and 2008 the Bank bad one bank, whose balaice exceeded 1084 of the
toral placements with hanks. The gross value of this balance as at 31 December 2000 and 2008
were KZT 5.216,143 thousand and KT 3,727,872 thousand, respectively.

—
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13 Loans to customers

{a)

(b}

2009 2018
N KFET 0 KAET
Conpmercinl lunns
Loans 1o small and medium siee companizs 554,069 o3d,630
Laans to hwdividuals
Consumer lanns 103,483 TEHE 0l
Maortgage loans 20117 =
Tatal laans to Individunls L2u, Gk [ LIk Res O
GLERCLE 1,044,501

Asul 3 December 2009 and 2H1K all loans to customers are geither past due ner impaired
Amvalysis of cofliwieral

The tollowing table provides the analysis of commereial Toan pertfalio, net of mpaiement, by types
el collaterl né ut 31 December;

Wl
20 e ol Inam 2IMd Bk

g KET _artfolin I KAT partfolin
il extate AT RN 87 534,54 4
Mo enllnteral Td,230 15 B LREE i3
Tulul R WU L] ERE R L

The wmmmts shown in the able above represent the carving value ol the lons, and do nol
necoksarly represent the fair value of the callateral,

During the veer ended 31 December 2009 the Bank did not ohtain any assets by mking contral of
collaterul necepled as security for commercinl lowns (31 Deeember 2008: nil),

All consumer und morlpepe louns issued o individunls are secored by housing real estare

[nidustey amd geographical analysis of the loan portfolio

Loans o customers were issued 1o custinmers locoted within the Repuhlic of Kazakhstan, wha
operate e follwing ceonoamie seciors;

20H9 2008
ol KET 0 WET
Manufactusing 332 633 TH2 AT
Traile 417,197 06, e
Ol snd pes indostry 74,219 BELTERE A2
Constraction - 63,030
Loans o individuals 129,600 108, 7h1
53,664 14,301

Significant credil cxposures

As ar 31 December 2009 and 2008 the Bank has three and two borrowers, respectively, whose loan
balances exceeded |0% of loans to customers. The gross value of these loans as ar 31 December
2009 and 2008 is KT 324,368 thoushnd and K£T 762,368 thousand. respectively.

- -
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Loans to customers, continued

Logn matorities

The muturity of the loan portfolio is presented in Note 29, which shows the remaining period trom
the reporting date W the contractual muturity of the louns. Due te the shor-term natute of the
credits issued hy the Bank, itis likely that many of the Bank's loans to customers will be profenged
on maturity. Accordingly, the effective maturity of the loan portioliv may he significantly longer
than the elassitication indicated based on contractual terms.

Held-to-maturity investments

20010 2Mind
Uiy KET n KAT
Lreasury notes ul the Ministry of Finance of the Republic of
kizakhstan TH62 Sad LhSn, 184
Mates issued by the National Bank of ihe Republic of
Kuznkhistan s : = G165 14
TH02.560 3,202,698
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15 Property, equipment and intangible assets

S A A A A A A A A A A A S A A A

WY KT Land and Computer

buildings Computers  Fursbiore  Vehicles Ldther snftware Total
Cost
Al 1 Junuury Z00H G5 Gl 13,540 1557 2 08T J2R20 22,625 TALL5T5
Additions b, 1% 4345 A ] 20,278 54l 3862 45 05
Lhispasnls {30,504} R B [ |30} (2,500 (11,175} 1700
At 31 December 2000 621,578 14,604 16,340 A1 Bl 17,136 20487 T3EH00
Depreciation i
s diandion
M1 Fisey 2009 37657 Falidi T.5dd EREI 18,784 13,024 [77. 344
Lreprecintion and
ihuE sl bon charge R 207 I.hGs 5,508 (R b 12507
Evisgaasinls {30k 5ed ) R (1340} RN (11 1T5y (EERLIE ]
AUIL Decomber 2000 12008 7246 %582 I TR T TR Y RT:
Careyhing soisiii =
AL Deeember 20049 £N9.57100 7448 0758 RITRETT 0,077 1,098 873987
ol AT Foamil andd Conmniler

bulldings  Computers  Furnbture  Vehieles aher sifiware Tatal
LT
A1 Jpmery 2008 33 1.0%7 15,083 1ih HI0 2 s raTR 21,658 360
Aulditions 421,132 1412 - 4,475 I s AT ATH
Dispasals {6.223) {965 {272) (1018 (8,033 @) (17,509)
At 31 Decenher 200K LR EREE 1] 15,540 11,557 24087 22,820 22625 T30.578
Dhepreeiation and
aemurtistion
Al | Jumury 2008 133,880 5195 e L 5,533 17983 Y Hda L7424
Dyeprecintion and
amnetisation chirge e ENI L) 1,707 2 0BG 4,834 1,2nh8 I 5,.808
Thaposals (6,223] {945 (272 (1.H1H] (A,033) {52y (17502
AL December 2008 ___l 1'-',_557 T, 441y 7544 i, 6l 14,784 13020 177,340
Carrying smounot
AL December 2IHE _ﬂq,lﬂ"} b, 104 273 17,443 4,056 G005 362,236

3L
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Other assets

200 20HA
Do KET "HD WET
Nt fmpaired ar pass dive - -
Receivable on npeney services 136,286 S RAG
Prepuyments [.25R 7.501
Muterials and suppliey RS GlR
Cither l.152 S0
139561 ARSES

Receivable on apency services of KZT 136,286 thousand (2008: K21 49886 thimisand) relates 1o
churges for administration of credit line facilitics issued by the Bank of Ching in Cayman Islands 1
the carparate customers aperating in the Republic of Kueakbstan { Note 5),

Deposits and balances from banks

24 200tk
i AT O KET
Youlic peeounts il 270 194, 192

Concentration of deposits nod halances from b ks

Aot 31 December 2000 and 2008 the Bank has two and three baeks, respectively, whose halanees
exeeeded 0% of tonal deposits and balnces from banks. The gross value of these blances ns at 11
December 20049 and 2008 are KAT 344,993 thousand and K2T 196,191 thowsand, respectively,

Current pecounts and deposits from customers

201 R
"D H'.:E.T_ “UiHy KET
Current accounls und demand deposils B
- Rergil 3%, 113,524 |, 746,022
= Co e PR 464076 E7.74 00
Terim deposiis
= Retnil 805,213 623,203
= Corporane 1,042,037 6T 032
55,234 048 i JL1T7E, 151

Blocked aceonnts

As al 31 December 2009, the Bank maintained customer deposit balances of KA1 1,042,033
thousund (2008: KZT 63,143 thousand) that serves as collutersl for off-bulance sheet credii
instruments arenled by the Bank.

e
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Current accounts and deposits from customers, confinucd

Concentrations of current accounts and costomer deposits

As at 31 December 20089 and 2008, the Hank has two and four customers, respectively, whaose
halances exceed 107% of total customer accounts. These balances as at 31 December 2009 and 2008
are KET 36,444,793 thousand and KZT 22,000,924 iliousand, respectively.

Other liabilities

2004 200E
ol KT OHF KET
Avorued cxpenses E.".E.'.'E 233
Wacation reserves 1,34 I, 17e
CHlier 4,711 & L8
35277 a5

Share capital

[ssued capital

Fhe authorised, issued and outstanding share eapital comprises 5,150 ordinary shares (2008: 1,000
ordinary shares), All shores hove a nominal valoe of KT 1,065,050, During 2000 4,150 ordinary
abres (2008: nil) were ssued with o premiuam,

Fhe holders of ordinnry &hares are entitled o receive dividends ns deglvred from tme o rime and
are entitled 1o one vote por shore ot annuaal and general meetings of the Bank,

Phividends

In accordaince witl Karaklstan legislation and the Bank™s chamer documents, Bank's distributable
resgrvies ané subject 1o the rules ond repulations of the Republic of Knzakhston, During the year
eided 11 December 2008, no dividends were declared (2008 nill,

Risk management

Management of visk s usdpoenial e business of banking and is an essential element of the
Bank’s operations. The major risks [aced by the Bank are those related o marked risk, which
i ludes inlerest rule wnd curreney rishs, cradit risk and Hguidiy risk,

Risk munagement policies and proceduores

The Bunk's risk management policies wim o identily, analyse wnd manage the nsks faced by the
Hank, to set appropriate risk limits and controls, and to continnously manitor risk levels and
adherence o limits. Kisk management policies and procedures are reviewed regularly o reflect
changes in market conditions, products and services offered and emerging hest practice.

The Doard of Direclors of the Benk has overall responsibiliny Tor the ewversight of the risk
manegermnent framework, aversesing  the menapement of key rsks oand reviewing its risk
management policies and procedurcs as well as approving significantly large exposures,
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Risk management, continued

Risk management policics and procedures, continued

The Manugement Board of the Bank is responsible for monitoring and implementation of Tisk
mitigativn measures and making sure that the Bank operates within the established risk
purumeters. The Head of Risk Department of the Bank is responsible for the overall risk
management and compliance funclions, ensuring the implementation of common principles and
methods for identitying. measuring, managing md reporting both financial und non-finaneial
risks. He reports directly to the Board of Directors.

Credit, market and Haguidity risks both at portfolio and transactional levels are mimuged and

controlled through a system of Credit Commiltees and an Assel und Liability Management
Commattee (ALCO),

Buoth cxternal and imernal visk factors are identitied wnd managed throughout the arpn s,
Apart trom the standard credit and morket risk analysis, the Risk Department monitors fnancial
and non-lnancial risks by holding repnlar meetings with aperational wnits in order o nhiain
expert judgments in their areas of experlise,

Muarket rish

Market risk is the risk that movements in morket prices, including forcign exchange rares, interest
ristes, credit spreads wd equity prices will sifeet the Bank’s income or (e value of its portfuliiy
Market risks comprive currency rish, interest eate risk and other price risk, Market risk arises from
npen positions in interest eate, currency and cquity Gnunelnl Instruments, which are eapsil (o
vencral and specific market movements and ehanges in the level of volutility af market prices,

The ubjective of morket risk management is 0 manage tnd contral markel fsk exposures within
acieptahle paraneters, whilst optimising the retum on risk.

Phe Bank manages its mackel risk by serting open position limits in relation 1o Gnanclal
INSIEent, inlerest mate maturity and currency posiliong ancd stop-loss lmis which are monitared
an i regulor busis and reviewed snd approved by the Management Doard,

FRfe st pide Fivk

Literest rate risk s the risk thar movenents in interest mtes will nifecr the [hank s income or the
value of irs portfolios of financial instruments,

e Bank is exposed 1o the effects of tluctuations in the prevailing levels of market interest pares
on dts linuncisl position and cash flows, Iinerest marginsg may inorease 25 a result of sueh chanpes
but may wlso reduce or create losses in e evenl Lhal unexpecled movements eceur,

Interest rate risk arises when the actual or forceasted assets of @ given muturity pericd are either
wreater of less thun the actual or forecasted liabilities in that maturity period,
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Risk management, continued
Murket risk, continued

Tnterest vde rixk, coniniied

An analysis of sensitivity of profit or loss and equity to changes in interest rute repricing risk based
an & simplified scenario of a 100 basis point (bp) svmmetrical Tall or rise in all vield curves and
positions of interest-bearing assels and labilities existing as a1 31 December 2009 and 2HI8 is as
ol Buws:

2009 20 2008 2008
i KET o KET on KET "ol KET
_Prafit or loss Equity _Prafitorluss  Equity
106 hp parallel cise 108,414 08310 71.500 71500
PO bp parallel fall {104,819 (108419 (7L500 (71.500)

Crrreney risk

The Bank has assets and liahilitics denominated in several foreign currencies, Foreign curreney risk

arises when the actiial or forecasted assets in o foreign curreney are either prester or fess than the

linbilitics in that currency. For ficther nformation on the Hank's exposure W curreney risk at veor |
el refir o MNote 29

A analysis of sensitivity of the Bank's peafit or loss and eduity 1o changes i the Toreipgn currency
exclumpe rites based oo positions existing ns ot 31 December 2008 and 2008 wnd a simplified
seemrio afa 10% chionge in LS and Fovo to Kazakbstan Tenge exchanpe raes is as follows:

Inni 20 RAILT 2R
"0l KZT U KET MY KT 0 KET
_Pepdin o Lisss Equity Peofflor luss  Equlty
PO appreciation ol LSO neninst K2T [0 250 |9, 284 I 1603 L] 43
I8 depreciation of USD ngaina K2T [ 14,240 [ 19,289} {11,047 (11,0430
1% nppreciation of ELR agains K21 2161 2161 149 140
1% depreciation of BLTR apninst K27 a (2,161 2161} ey 3am

Ceedit risk

Credil risk is the visk of lnuncial loss occurring as a result of default by § borrower or COUNTETPATY
un their obligation o the Rank. The Bank has developed policies snd procedures for the
muenagement of credit exposures (both for on balunee sheer and ofl halunce sheer exposures),
meluding puidelines to limit portfolio concentrution and the establishment of o Credit Commiltee,
which setively monitors credit risk, The credit policy is reviewed snd approved by the Board of
F¥reerors.

The Bank s credit policy estahlishes:

*  procedures fur review and approval of loan/credit applications;

¢ methodulogy for the credit assessment ol borrowers (corporate and individualsy:
& methodnlogy for the credil sssessment of counterparties:

» mecthodalogy for the evaluation of collateral:

& gredit docomentation requirements;

e procedurss tor the engoing monitoring of loans and olher crodit CHPOSILES,

L Tu 1
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Risk management, continued

Credit visk, continwed

Comporale loanferedit: applications arc originated by the relevant clienl manggers and sre then
pusged on to the Loan Deparmment, which is responsible [or the corporate loun portfolin. Analysis
repaorts are based on a stroctured amolvsis [ocusing en the customer’s business and financial
performance. The lownfuredil spplication and the report are then independently reviewed by the
Risk Department’s Credit Risk Management Division and a second opinion is given accompunied
by u check that ercdit policy requirements are met. The Credit Commillee reviews the loan credit
application on the basis of submissions by the Loan Department and the Risk Department,

The Bank’s maximum exposure fo on balance sheet crodit risk is generally reflecled in the carrying
amounts af fnencial assets on the statement of tinancial position (the balance sheet). The impact of
pussible netling of assets and liabilities to reduce potential credit exposure is not significant,

The musimum exposure 10 on balanee sheet erédit risk at the reporting date is as Follows;

e 20
Y KET TN IKET
ASSETS eSS =
Lash B2 533 F.064
Liue Fram the Botional Bank of the Repahlie ol Racaklisim Ay 663 Koz T 0E T TR
Plicements with hanks 8,771 RGN 1002 (123
Lasins b custnimers A ERATR I 10
Helel=to=miatirify Bivestinmeis 7 ROT BN 1,207 608
Cher assets 139561 TR GRS
Totul masimum exposure o on balanee shieet eredit risk B, 208,044 34,520 divd

Faor the analvsis of concentration of eredit risk in respect of loans W cuslomens refer to Note 13

Fhe maximum exposure 10 ol balonce sheet credit risk ol the reporting dite s presented in Note 23
= Commmitiments.

Ligpudidiiy risk

Liguidity risk i5 the risk that the Bank will encounter diffieunlny in raising funds o meet iy
commitments, Liguidity risk exists when the mamrities of nssets and labililies do not mateh, The
matehing andior controlled mismatehing of the maturities and interest raies of assets and labilitics
is fundamental 1o the moanagement of nanclal instiluions, incleding the Bank, It s unvseal for
financial institutions ever 1o be completely mutched since business transacted is often of an
nncertain term and of different lvpes, An unmatched position potenfially enhances profitability, but
cann also inereass the risk of losses,

The Hank maintains ligquidity management with the objective ol ensuring that funds will be
availahle ar all times 10 honor all cash Dow ebligalions sy they bacome due,

The Bank seeks o aclively support o diversilied and stahle funding base comprising aovemment
gacurities in issue, core corporste snd retail costomer deposits, accompanied by diversified
portlolios of highly liquid assets, in order fo be able o respond quickly und smoaothly to unforeseen
liguidity requirements.,

The liquidity manpgement policy reguines:

» projecting cash flows by major currencics and considering the level' ol liguid assels necessary in
relation therero;

*  maintaining a diverse range of funding sources:

‘N
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Risk management, continued

Liguidity risk, conlinued

munaging the concentration and profile of debis:
maintaining debl financing plans;

maimtaining a portfolio of highly marketuble assets that can casily be liguidated as protection
against any inteceuplion e cush Tow;

maintaining liguidity and funding contingeney plans:

muonitoring lquidity ratios against repulatory requirements.

The Bank also caleulatles mandatory liguidity ratios on a daily basis in sccordance with the
requiremient of the FMSA, The Bank was in compliance with these rutios during the years ended 31
Decemibrer 200% and 2004,

Fhe following tables show the undiscounted cash Fows on financinl assels and Habilities and
unrecogiized loan commitments on the hasis of their carliest possible contractunl maturity, ‘The
total gross nfow and ontflow disclosed in the tables is the contractual, undiscounted cash How on
the Tinancinl naset, liabifiey or commitment, The expected cash Mows on these financial assets and
liabsilities und onrecognized loan commitments can vary significantly from this analysis.
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Risk management, continued

Liquidity risk, continned

JRC AR “Bank of Ching in Kazakhsion "
Nares fo the Financial Sraremients for e vear onded 31 Deceaher 20048

The liguidity position as ut 31 December 2009 is as follows:

[remand
and less From 1 From3  TFrom b Maore Tuotul
N KT than fnd fo f o 12 than Eruss Carrying
I month Hni b months ol 1 vear arinl wmount
Mon-terivative assels
i 2523 - - aa523 42523
[e Trom the Natioal
Barik, ul the Repalilic ol
Rk hst 6662, 76 2 000,054 d8.662 BOT  JE 662,502
Plucemants witl banks 5,772,800 . . . S772.860  5.7TXRGN
Loans 1o eyislamers 1217 [, THE 273,026 S3006 820 1,151,261 A8 1,660
HE‘!l‘J-1l.}=II1:|.I|I|riI;_':.'
Inveataens 127,503 L0142 BBAMRS 2795001 360,450  HI2EV 41 7.RA62.569
Oather asyels $3.341 24143 21477 139,561 | 1,561
Tornl assely CALTSLEA LIMEAZY LITRBRS IE49,027 427066 6,008,148 i3, 2003084
Mun=tlerivative
Binlebl i bees
Drepevains sl bilances
fronm bank s Tyl 2T A, 279 Tl 275
Curvent accounty wnd
depatits frum customers SLASEZI0 18502 XIROSE 143104 SN0 SI2AT AR 57,274,948
Other linhibities 15,277 . . . . 35,277 15,277
Tutul lalsiligley _ELOSTTRG 1L 145,502 23R05R I40108 53,330 S3.606,784 53,624,504
Net pusition 093,354 1,002,927 Q40830 2705019 d218A00  10A6ELI6E 9,579,480
Credit relared ' =
copnmitments 1R AR - & TR LT [ Ast5 sy
e lguidity position as at 31 December 2008 is a5 tallows:
LIV |
ol less Frenn From A From Mure Tainl
ilm [tn3 i 12 IV HIriss Currying
T KT I imenila munth i his months I year Amonni amuunt
Meposils and balonees
fioun binks [hE 102 - - - [ChE, |02 e 102
CHher borrowed flinds - L k] hid,531 (18,23
Current accnuils and
deposits from
Cuslomers 20 GR3 0 | 15,6%0 [43. 879 163,564 71,979 M LTELED 30 1TRIR]
Oither liahiliries = 3ha5] - - £ - Has] Q651
Tutal 249,889,907 115,681 144,879 T4R, 400 TLATR 31,020,855  31.004,258
Credic relate) ]
commitments THT 014 - - - 707958 T0T7,538
For further information on the Bank™s exposure to lquidity risk at vear cnd refer (o Note 29,
-
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22 Capital management
The FMSA sets and monitors capital requirements [or the Bank.

The Bank defines ws capital those items defined by statutory regulation as capital for credil
institutions. Under the corrent capital requirements set by the FMSA banks have o maintain: a
ratic of lier | capital to total assets and o ratio of total capital to risk weighted assets, contingent
liahilitics, operational and markel risk above the preseribed minimum levels, A% at 31 December
2004, this minimum level of tier 1 capital to total assets is 0.05 and the minimum level of total
eapital to risk weighted assets, contingent liabilities, operutional and market risk is 010, The Dank
i5 in compliance with the statutory capital ratics during the vears ended 31 December 2009 and
SO0E.

The following table shows the compasition of the Bank's copilul position calenlased in accordance
with the requirements of the FMSA, as at 31 December:

200 2008

o KT - i WET
Tlhew 1 cupitnl:
Share copital SHES 00K 165 50
Shire premium RO, 144 -
Relained camings of prior periody 2RTTN0E 2108697
Beserves formed Crom retiined camings _ |22 s 122849
Total ther 1 eupital BITAMH A A56,506
Tl 2 capitnl;
Retainad carmings of the eurreit period 1.567 8545 FEL AR B
Crenernl reserves, ool higher than 1,252 of ol risk
welghted naceds 13474 12,970
Tortal tiev 2 eapiinl IL5H A (a4
Toial enpibial [0, 156,242 4079288
Risk welghied pasets, contingent Babilities, operational
mnd marloer rlsks;
Fisk weishied pssery 4240 035 i,015 400
Risk weiglied contingent lahilities 054,272 457,544
Operativnul risk anfdd | 320, 14Mb
Mlarked risk . 2,71 234,80}
Tatal risk welghted assets, eontingent Babilities,
aperationnl uod market risks 5.56M,058 4,737,124
Tiee 1 eapital do lotal asseis 134 nLu7
Totul cupital to risk weighted assels, contingent
labilitivs, sperational and wmarkel risks lL.R24 (LAG]

The risk weighted assets are messured by means of a hierarchy of risk weights classified
weeording to the nature of and reflecting an cstimate of credit, markel and other risks associated
with each assel and counterparty, taking into account any eligible collateral or puarantees. A
similar treatment is adopted tor off balance sheer exposure, with some adjustments to reflect the
more contingent nature of the potential lusses.
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Commitments

The Bank has oulstandmy commiliments o extend Ioans, These commitments take the form of
approved loans.

The Bank provides financial suarantees and letters of credit to guarantee the performance of
custmers e third parties. These apresments have fixed limats and generaliy extend for a period of
IJF Loy nme :."El'lr.

The contractual amounts of ¢commitments are set out in the following table by category, Tho
aftiowits reflecied e the wble Gor commitinents assume ol amounts are fully advanced. The
amounts refected o the table Tor puarmiees and letters of credit represent the maximum
aecounting Inss thal would he recognised at the balinee sheet dote i counlerpariies failed
completely to pertform as contracted,

2001 2005
"Ny KET ik KET
Contricted smount
Cipnrirdees and lesgers of credit 1A T 003 115282
Lo i evecit lag commibbments G3TA0E 2650
1,605,990 707,94

Fhe tital outstanding contrnctunl commiatments W extend eredit indwated  above does not
necessnrily represent fiture eash requirements, us these commilments muy expire or ferminile
without being funded,

Contingeneics
Insuennee

The insurance industey in the Republie of Karakhstan i in a developing state and many forms of
insurance protection common in other parts of the world are not yer generally available, The Bank
does nol have (ull covernge lor business nuerruption, or third party liability in respect o proparmy
or envirmonmental demige orising from aecidents oo Bank property or relating 10 the Bonk’s
operationg, Until the Rank obtaing adequate insuronce covernpe, there is o orisk that the loss or
destruction of certgin azsets coufd have a material adverse ¢ffoct on the Bank’s operationy and
finaneial position,

Litipaiion

Blanagement is wiaware of ooy significant actoal, pending or threarened claims against the Bank,
Taxation contingencies

The tuxation system in the Republic of Koenkhstan is relotively new and is charnelerised by
frequent changes in legisfation, official pronouncements and court decisions. which are olten
unclear, eontradiciory and suhjeet to varying interpretetion by different s authorities. Texes ore
subject 1o review and investigation by a number of authoritics, which heve the suthority to impose
severe fimes, penalties and interest charges, A ax year remains open for review by the tax
authorities during the lve subsequent calendar vears, however, under c2riain circumsiances. a tax
year may remain open longer. Recent events within the Republic of Koeakhsian sugpest thet the
tex authoritics arc aking a more assertive position in their interpretlution and enforcement of Llux
lcgislation,

34
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24 Contingencies, continued

()

Tuxation contingencies, conlinued

These circumstances may create tux risks in the Kepublic of Kazakhstan thut ure substantially
mare significant than in other countrics, Management belisves (hat it has provided adequately for
tax liabilities based on its interpretations of applicable Kazskhstan tax legislation, official
pronouncements and court decisions. Huwever, the interpresations of the relevanl authorities
could differ and the effect on the Bank's Grancial position, it the anthorities were successful in

enforeing their interpretutions, could be significant.

Related party transactions

Control relatinnships

The Bank’s Parent is Bank of China Limited, which produces publicly available Hnaneil
stotements, The party with ultimate control over the Hank is the Government of the Peoples®

Repuhlic of Ching,

Treansactions with members of the Board of Divectors nnd the Management Board

Totd remuneration included in employee compensition {reter Note 9):

Mleirilsves oof e Blowrsd of Diveetars

heanbsers of the Munneement Fonnd

204 3l
0 K2 000 KET
YeM 1831
19,353 X
40,097 17,677

The outstanding bulanees and nverage Ineresr mtes s gl 31 December 2000 and 2008 with
members of the Roard of Directors nnd the Manogaement Bowrd are as follows:

200

g KAT

Sratement of fnnncial position (ihe
halamee slieet)

ARSETS
Lonnz to eusionmers i, 1 56

Current areounts und deposits from
CUSTONErS 1,347

Average Avernge
Interest {111 Interest
Rate T KT Huale
L0.E% -

3% 2

Amounts incladed in profic or loss 1 relation 10 transactions with members of the Board of

Directors and the Managemeant Doard are us follows:

Frofit or lass
Tileresl income

Interest cxponse

200G 2004
0 KET "o KET
197 -
15 -
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26 Cash and cash equivalents

17

Cash and cash equivalents at the end of the financial vear as shown in the statenient of cash Mows
arc composed of the following iems:

2004 208
I AT o KET
LCush L T4, P04
Due from the Mitonal Bunk of the Republic of Kazakhstan -
nostre accobinls and deposits with original maturitics of Ioss than
three monihs (Nate 1] AR G2 B0 26057798
Placemenls willi banks — nostro pecounts (Mote 12) 5,772 460 1,902 023
Minisriinn reseryve regquircmants AR AR (AARA25)
53,662,375 29,486,365

Usicler Kazakhstan legislation, the Bank is required to maintain certain oblipatory reserves, which
are computed oy o perecentuge of certain linbilitics of the Bank. Such reserves must he held in
either corresponding accounts with the NBRK or in physical cash und maintained based on
average monthly halances of the agpregate of deposits with the NIRE snd physical eash, The use
al such Ffuruls b6, therefore, subject to certoie resteictions amd excluded from cash and cash
equivilenty,

Fair value of financial instruments

Thee estimuted faie values of held 1o matority nvestments wee bised on quored marker prices ot 1he
repurting date without any deduction Tor tramsactivn cosis,

Phe estimated fair vulees of all other fneneinl assets and labilities are calenlated using
disconnted cash Mow dechnigues based on estimated fumire cash Nows und discount mtes for
similar instriments al the reporting date,

iy 2y 2004 R
iy KET (W AT "0l KET i WKET
Fair Carryving Fuir Carrving
ASSETS Vilue Wil Value Yilue
Cnsh 832523 | e el Tah 060
Due o he Midicnal Bunk of the
Republic of Kasikhstun A4, 662 02 A8 6052 RO 26057, 748 26,157 TR
Macemenls will banks 5,772,860 5.TT2RAD F.0u2 023 3,092 023
Foans 1o cusiomers
-Corporate loans 502,667 334,116 D05.874 934,630
Individunls 21,352 28,600 BY_300 109,741

Feld-tu-muturity investmionss

- Irensury nores of the Minisiry
of Finance of the Republic of
Kaznkhstan 7824708 T.862 500 T hE3651 2,656,144

-ntes issned by the MNalional
Bank of the Republic of
Kazakhstan = = a4 805 636,514

Chilier assels 136,286 136,286 44 G 49,886

17T
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27 Fair value of financial instruments, continued

I8

2nne 20y 2008 2005
N KT i AT i KET o KET
Fair Carrylng Fair Carrying
Yalue Value Value Value
LIABILITILES B T F - =
Lrepasits anl bislances from banks 36,270 364,270 108192 198,192
LCurrent accuunts and deposits from
customarsy 53,097,247 53,224,948 0100 RS MITEIRT
Oither burrowed funds . . (28 4 1) a2
Oilier linbilitics AETT J577 e Sa5]

The estimates o Tuir value are intended to approximate the smount fur which a finneial
wstrument could be exehanged between knowledpeable, willing parties in an ang's leapth
transaetion, However given the uncernintics and the use of subjective judpment, the fuir value

should not be interpreted os belng reallsable in o immediate sale of the assets o setilement of
lialilities, '

Average effeetive interest rates

e tahle helow displivs the Bank's interes hearing assets and linbilities as ol 31 December 2000
aod 2008 and their corresponding overnpe effective interest mtes a8 ol thal dule, These inlerest
Fiskes are an approximation of the vields w maturite of these moets and Labilities,

2ng 2008
Avernpe effeetive interest Average elfective interest
rate, % rade, o
KET Lisps ¥A RETH)
Inferesi bearing asseis
Drue fram ihie Mational Bank of (ke
Kepublic of Kisakhstn 330 - 235 -
Placements with banks - (hh - I.15
Fnans 1o custoemers ls7 L 1,78 a.12
Lleld-to-mamirely investments +4.33 - ¥:A1 -
Interesi bewring liabilities
LCurrent accounts and depogits from
CUSEOIMErs
-Term deposits )] (TR (.80 1.0
~Dther horrowed [unds - - - 405

-
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27 Fair value of financial instruments, continued

I8

00 2009 2004 2n04
‘nnn KET i KZT o KET ol KET
Fair Carrylig Fair Carrying
Yalue WValue YValue Value
LIABILITIES B T P : =
Lrepazits sl balances from hanks 301,270 J6EZTR [us. 192 [Ug; 192
Lurrent accuunts und deposits from
customars 53,007,247 53,224,948 S0 1M R4S MLTEIRT
Other borrowed funds . . (28 4 1 Al 23
Olier linbilitics A52TT 15277 RRTR G651

The estimates o Tuir value are intended o approximote the amount fur which a finaneiul
ihstrument coulil be exchanged between knowledpeable, willing parties in an ang's lesapsthy
Irunsaction, However given the uncerinintics and the use of subjective judgment, the fuir value
should not be inferpreted os being eealisable in on immediate sale of the assets oF seltlerment of
liahilities,

Averapge effective interest rates

Tl table helow displuys the Bank's interest hearing assets and lubilities as ol 31 December 2000
amd 2008 amd their corresponding averapge effective interest rtes ns at that date, These interest
Fites are an approsimation of the vields w matuity of these msees and liabilities,

2 208
Averape effective interes Average elfective interesi
rFale, rali,
RET LISL KET HET 1
Inferesi bearing asseis
Drue tram ilie Mational Bank of ke
Kepublic of Kisakhstan 130 - 235 -
Placemants with banks - (hh - I.15
Lnans 1o customers 1057 e [0, 78 L e
Lleld-to-manirly investments +4.33 - 831 -
Interesi bewring liabilities
LCurrent accounts and depogits from
CUSTOMErsS
-Term deposits HR]] (IR ] 1.0
-Other horrowed [unds - - - 445
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Currency analysis

JEC AR “Bank of Clima fa Kezakhsian"

Nates to the fingrciod sieiemenis for the vear erdled 20 December 20007

Thie following loble shows Uie currency structure of assefs and liabilities at 31 December 2009,
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Tnfal asseis

LIABILITIES
Llepusils and balinees feom bunks

Current pecouni and depasits from
Cillaners

Uither lHabilitles
Tartwd Habiflities
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