
JSC SB ALFA BANK

Financial Statements and Auditor’s Report

31 December 2006



JSC SB ALFA BANK
Notes to the Financial Statements – 31 December 2006

CONTENTS

INDEPENDENT AUDITOR’S REPORT

FINANCIAL STATEMENTS

Balance Sheet................................................................................................................................................................1
Income Statement..........................................................................................................................................................2
Statement of Changes in Equity ....................................................................................................................................3
Statement of Cash Flows ..............................................................................................................................................4

Notes to the Financial Statements

1 Introduction.........................................................................................................................................................5
2 Operating Environment of the Bank....................................................................................................................5
3 Summary of Significant Accounting Policies .......................................................................................................6
4 Critical Accounting Estimates, and Judgements in Applying Accounting Policies............................................13
5 Adoption of New or Revised Standards and Interpretations.............................................................................13
6 New Accounting Pronouncements....................................................................................................................14
7 Cash and Cash Equivalents .............................................................................................................................15
8 Due from Other Banks ......................................................................................................................................15
9 Loans and Advances to Customers..................................................................................................................15
10 Finance Lease Receivable ...............................................................................................................................16
11 Investment Securities Available for Sale...........................................................................................................17
12 Premises, Equipment and Intangible Assets ....................................................................................................18
13 Other Assets.....................................................................................................................................................19
14 Due to Other Banks ..........................................................................................................................................19
15 Customer Accounts ..........................................................................................................................................20
16 Other Liabilities................................................................................................................................................. 21
17 Subordinated Debt............................................................................................................................................21
18 Share Capital, Share Premium and Statutory Reserve Fund...........................................................................22
19 Other Reserves................................................................................................................................................. 22
20 Interest Income and Expense...........................................................................................................................23
21 Fee and Commission Income and Expense .....................................................................................................23
22 Administrative and Other Operating Expenses.................................................................................................24
23 Income Taxes ................................................................................................................................................... 24
24 Earnings per Share...........................................................................................................................................26
25 Financial Risk Management .............................................................................................................................26
26 Contingencies and Commitments.....................................................................................................................35
27 Derivative Financial Instruments.......................................................................................................................36
28 Fair Value of Financial Instruments ..................................................................................................................37
29 Related Party Transactions ..............................................................................................................................38







JSC SB ALFA BANK
Income Statement

The notes set out on pages 5 to 39 form an integral part of these financial statements. 2

in thousands of Kazakhstani Tenge Note 2006 2005

Interest income 20 1,493,733 1,228,606
Interest expense 20 (247,209) (165,784)

Net interest income 1,246,524 1,062,822
Recovery of / (provision for) impairment of loans to customers
and finance lease receivable 9,10 601,383 (182,975)

Net interest income after recovery of/(provision for)
impairment of loans to customers and finance lease
receivable 1,847,907 879,847

Fee and commission income 21 812,222 667,627
Fee and commission expense 21 (89,017) (71,503)
Gains less losses from financial derivatives (79,832) 20,000
Gains less losses from trading in foreign currency 249,391 186,049
Gains less losses from disposal of investment securities
available for sale (28,909) 800

Foreign exchange translation gains less losses (113,974) 53,830
Recovery of/(provision for) credit related commitments 16 6,204 (8,184)
Other operating income 12,257 25,813
Administrative and other operating expenses 22 (827,440) (647,783)

Profit before tax 1,788,809 1,106,496
Income tax expense 23 (508,124) (354,225)

Profit for the year 1,280,685 752,271

Earnings per share for profit attributable to the equity
holders of the Bank, basic
(expressed in Tenge per share) 24 12.81 7.52



JSC SB ALFA BANK
Statement of Changes in Equity

The notes set out on pages 5 to 39 form an integral part of these financial statements. 3

in thousands of Kazakhstani Tenge Note
Share

capital
Other

reserves
Retained
earnings

Total
Shareholders’

equity

Balance at 1 January 2005 1,172,185 18,825 1,557,618 2,748,628
Available for sale investments:
- Fair value gains less losses 19 - (11,548) - (11,548)
- Disposals 19 - (409) - (409)
Premises and equipment:
- Revaluation 12 - 453,193 - 453,193
Deferred tax effect on revaluation reserve - (135,333) - (135,333)

Net income recognised directly in equity - 305,903 - 305,903
Profit for the year - - 752,271 752,271

Total recognised income for 2005 305,903 752,271 1,058,174

Balance at 31 December 2005 1,172,185 324,728 2,309,889 3,806,802

Available for sale investments:
- Fair value gains less losses 19 - 3,145 - 3,145
- Disposals 19 - (95) - (95)
Premises and equipment:
- Realised revaluation reserve 19 - (30,866) 30,866 -

Net income recognised directly in equity (27,816) 30,866 3,050
Profit for the year - - 1,280,685 1,280,685

Total recognised income for 2006 - (27,816) 1,311,551 1,283,735

Balance at 31 December 2006 1,172,185 296,912 3,621,440 5,090,537



JSC SB ALFA BANK
Statement of Cash Flows

The notes set out on pages 5 to 39 form an integral part of these financial statements. 4

In thousands of Kazakhstani Tenge Note 2006 2005

Cash flows from operating activities
Interest received 1,478,222 1,155,639
Interest paid (179,045) (162,133)
Fees and commissions received 812,084 660,393
Fees and commissions paid (89,017) (71,503)
Income received from trading in foreign currency 329,205 166,049
Other operating income received 18,064 28,538
Staff costs paid (464,832) (345,933)
Other administrative and other operating expenses paid (273,684) (217,581)
Income tax paid (527,225) (327,000)

Cash flows from operating activities before changes in
operating assets and liabilities 1,103,772 886,469

Changes in operating assets and liabilities
Net decrease in due from other banks 93,376 251,201
Net increase in loans and advances to customers (2,589,891) (1,571,830)
Net decrease/(increase) in finance lease receivables 147,300 (3,363)
Net (increase)/decrease in other assets (16,017) 32,666
Net decrease in due to other banks (4,122) (212,988)
Net increase in customer accounts 5,078,548 3,285,766
Net decrease in other liabilities (2,459) (36,682)

Net cash from operating activities 3,810,507 2,631,239

Cash flows from investing activities
Acquisition of investment securities available for sale 11 (7,940,509) (3,372,996)
Proceeds from disposal/redemption of investment securities
available for sale 11 6,834,578 3,433,365

Acquisition of premises and equipment 12 (70,994) (13,740)
Acquisition of intangible assets 12 (14,166) (30,585)

Net cash (used in)/ from investing activities (1,191,091) 16,044

Cash flows from financing activities
Repayment of subordinated debt (113,274) -

Net cash used in financing activities (113,274) -

Effect of exchange rate changes on cash and cash
equivalents (220,530) 95,699

Net increase in cash and cash equivalents 2,285,612 2,742,982
Cash and cash equivalents at the beginning of the year 5,886,506 3,143,524

Cash and cash equivalents at the end of the year 7 8,172,118 5,886,506
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1 Introduction

These financial statements have been prepared in accordance with International Financial Reporting
Standards for the year ended 31 December 2006 for JSC SB Alfa Bank (the “Bank”).

The Bank was established on 9 December 1994, incorporated and is domiciled in the Republic of
Kazakhstan. The Bank is a joint stock company limited by shares and was set up in accordance
with Kazakhstani regulations. The Bank’s immediate parent company is OJSC “Alfa Bank” (Russia)
(the “Shareholder”) (2005: OJSC “Alfa Bank”). The Bank’s ultimate parent company is
ABH Holding Corporation (“ABHH”), a British Virgin Islands registered company, owned by individuals.
Mr Fridman, Mr Khan and Mr Kuzmichev (the “Controlling Shareholders”) collectively control and own a
77.07 percent interest in ABHH.

Principal activity. The Bank’s principal business activity is commercial and retail banking operations
within the Republic of Kazakhstan. The Bank has operated under a banking license reissued by the
Agency of the Republic of Kazakhstan on Regulation and Supervision of Financial Market and Financial
Organizations (the “Agency”) on 21 June 2006.

The Bank has its main office located in Almaty and operates through branch in Astana and three
representative offices in Ekibastuz, Karaganda and Ust-Kamenogorsk. The average number of the Bank’s
employees during the year was 156 (2005: 152).

Registered address and place of business. The Bank’s registered address is:

Almaty, Masanchi St., 57-A
Republic of Kazakhstan

Presentation currency. These financial statements are presented in thousands of Kazakhstani Tenge.

2 Operating Environment of the Bank

Whilst there have been improvements in recent years in the economic situation in the Republic of
Kazakhstan, the economy of Kazakhstan continues to display characteristics of an emerging market.
These characteristics include, but are not limited to, the existence of a currency that is in practice not
convertible outside of the country and a low level of liquidity in the public and private debt and equity
markets.

Additionally, the banking sector in Kazakhstan is particularly impacted by political, legislative, fiscal and
regulatory developments in Kazakhstan. The prospects for future economic stability in Kazakhstan are
largely dependent upon the effectiveness of a range of measures undertaken by the government, the
Ministry of Finance of Republic of Kazakhstan (the “MFRK”), the National Bank of Republic of Kazakhstan
(the “NBRK”), the Agency and other authorities. There remains the possibility of unpredictable changes in
the financial and economic environment that may have an adverse effect on the Bank’s operations.
Management of the Bank is unable to predict the extent and duration of future economic difficulties,
consequently these financial statements do not include any adjustments that may result from the future
resolution of these uncertainties. Such adjustments, if any, will be reported in the Bank’s financial
statements in the period when they become known and estimable.

Economic conditions continue to limit the volume of activity in the financial markets. Market quotations
may not be reflective of the values for financial instruments, which would be determined in an efficient,
active market involving willing buyers and willing sellers.
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3 Summary of Significant Accounting Policies

Basis of Preparation. These financial statements have been prepared in accordance with International
Financial Reporting Standards (“IFRS”) under the historical cost convention, as modified by the
revaluation of premises and available-for- sale financial assets. The principal accounting policies applied
in the preparation of these financial statements are set out below. These policies have been consistently
applied to all the periods presented unless otherwise stated (refer to Note 5, Adoption of New or Revised
Standards and Interpretations).

Key measurement terms. Depending on their classification financial instruments are carried at fair value,
or amortised cost as described below.

Fair value is the amount for which an asset could be exchanged, or a liability settled, between
knowledgeable, willing parties in an arm’s length transaction. Fair value is the current bid price for
financial assets and current asking price for financial liabilities which are quoted in an active market. For
assets and liabilities with offsetting market risks, the Bank may use mid-market prices as a basis for
establishing fair values for the offsetting risk positions and apply the bid or asking price to the net open
position as appropriate. A financial instrument is regarded as quoted in an active market if quoted prices
are readily and regularly available from an exchange or other institution and those prices represent actual
and regularly occurring market transactions on an arm’s length basis.

Valuation techniques such as discounted cash flow models or models based on recent arms length
transactions or consideration of financial data of the investees are used to fair value certain financial
instruments for which external market pricing information is not available. Valuation techniques may
require assumptions not supported by observable market data. Disclosures are made in these financial
statements if changing any such assumptions to a reasonably possible alternative would result in
significantly different profit, income, total assets or total liabilities.

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

Amortised cost is the amount at which the financial instrument was recognised at initial recognition less
any principal repayments, plus accrued interest, and for financial assets less any write-down for incurred
impairment losses. Accrued interest includes amortisation of transaction costs deferred at initial
recognition and of any premium or discount to maturity amount using the effective interest method.
Accrued interest income and accrued interest expense, including both accrued coupon and amortised
discount or premium (including fees deferred at origination, if any), are not presented separately and are
included in the carrying values of related balance sheet items.

The effective interest method is a method of allocating interest income or interest expense over the
relevant period so as to achieve a constant periodic rate of interest (effective interest rate) on the carrying
amount. The effective interest rate is the rate that exactly discounts estimated future cash payments or
receipts (excluding future credit losses) through the expected life of the financial instrument or a shorter
period, if appropriate, to the net carrying amount of the financial instrument. The effective interest rate
discounts cash flows of variable interest instruments to the next interest repricing date except for the
premium or discount which reflects the credit spread over the floating rate specified in the instrument, or
other variables that are not reset to market rates. Such premiums or discounts are amortised over the
whole expected life of the instrument. The present value calculation includes all fees paid or received
between parties to the contract that are an integral part of the effective interest rate (refer to income and
expense recognition policy).
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3 Summary of Significant Accounting Policies (Continued)

Initial recognition of financial instruments. Derivatives and other financial instruments at fair value
through profit or loss are initially recorded at fair value. All other financial instruments are initially recorded
at fair value plus transaction costs. Fair value at initial recognition is best evidenced by the transaction
price. A gain or loss on initial recognition is only recorded if there is a difference between fair value and
transaction price which can be evidenced by other observable current market transactions in the same
instrument or by a valuation technique whose inputs include only data from observable markets.

All purchases and sales of financial assets that require delivery within the time frame established by
regulation or market convention (“regular way” purchases and sales) are recorded at trade date, which is
the date that the Bank commits to deliver a financial asset. All other purchases and sales are recognised
on the settlement date with the change in value between the commitment date and settlement date not
recognised for assets carried at cost or amortised cost; recognised in profit or loss for trading securities,
derivatives and other financial assets at fair value through profit or loss; and recognised in equity for
assets classified as available for sale.

Cash and cash equivalents. Cash and cash equivalents are items which are readily convertible to
known amounts of cash and which are subject to an insignificant risk of changes in value. Cash and cash
equivalents include mandatory reserve deposits with the NBRK and all interbank placements with original
maturities of less than three months. Notes of NBRK are held for investment purposes rather than for the
purposes of cash management and are therefore excluded from cash and cash equivalents. Funds
restricted for a period of more than three months, are excluded from cash and cash equivalents. Cash
and cash equivalents are carried at amortised cost.

Due from other banks. Amounts due from other banks are recorded when the Bank advances money to
counterparty banks with no intention of trading the resulting unquoted non-derivative receivable due on
fixed or determinable dates. Amounts due from other banks are carried at amortised cost.

Loans and advances to customers. Loans and advances to customers are recorded when the Bank
advances money to purchase or originate an unquoted non-derivative receivable from a customer due on
fixed or determinable dates and has no intention of trading the receivable. Loans and advances to
customers are carried at amortised cost.

Impairment of financial assets carried at amortised cost. Impairment losses are recognised in profit
or loss when incurred as a result of one or more events (“loss events”) that occurred after the initial
recognition of the financial asset and which have an impact on the amount or timing of the estimated
future cash flows of the financial asset or group of financial assets that can be reliably estimated. If the
Bank determines that no objective evidence exists that impairment was incurred for an individually
assessed financial asset, whether significant or not, it includes the asset in a group of financial assets
with similar credit risk characteristics and collectively assesses them for impairment.

For the purposes of a collective evaluation of impairment, financial assets are grouped on the basis of
similar credit risk characteristics. Those characteristics are relevant to the estimation of future cash flows
for groups of such assets by being indicative of the debtors’ ability to pay all amounts due according to
the contractual terms of the assets being evaluated.

Future cash flows in a group of financial assets that are collectively evaluated for impairment are
estimated on the basis of the contractual cash flows of the assets and the experience of management in
respect of the extent to which amounts will become overdue as a result of past loss events and the
success of recovery of overdue amounts. Past experience is adjusted on the basis of current observable
data to reflect the effects of current conditions that did not affect past periods and to remove the effects of
past conditions that do not exist currently.

Impairment losses are recognised through an allowance account to write down the asset’s carrying
amount to the present value of expected cash flows (which exclude future credit losses that have not
been incurred) discounted at the original effective interest rate of the asset. The calculation of the present
value of the estimated future cash flows of a collateralised financial asset reflects the cash flows that may
result from foreclosure less costs for obtaining and selling the collateral, whether or not foreclosure is
probable.
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3 Summary of Significant Accounting Policies (Continued)

If, in a subsequent period, the amount of the impairment los s decreases and the decrease can be related
objectively to an event occurring after the impairment was recognised (such as an improvement in the
debtor’s credit rating), the previously recognised impairment loss is reversed by adjusting the allowance
account through profit or loss.

Uncollectible assets are written off against the related impairment loss provision after all the necessary
procedures to recover the asset have been completed and the amount of the loss has been determined.

Credit related commitments. The Bank enters into credit related commitments, including letters of credit
and financial guarantees. Financial guarantees represent irrevocable assurances to make payments in
the event that a customer cannot meet its obligations to third parties and carry the same credit risk as
loans. Financial guarantees and commitments to provide a loan are initially recognised at their fair value,
which is normally evidenced by the amount of fees received. This amount is amortised on a straight line
basis over the life of the commitment. At each balance sheet date, the commitments are measured at the
higher of (i) the unamortised balance of the amount at initial recognition and (ii) the best estimate of
expenditure required to settle the commitment at the balance sheet date.

Investment securities available for sale. This classification includes investment securities which the
Bank intends to hold for an indefinite period of time and which may be sold in response to needs for
liquidity or changes in interest rates, exchange rates or equity prices. The Bank classifies investments as
available for sale at the time of purchase.

Investment securities available for sale are carried at fair value. Interest income on available for sale debt
securities is calculated using the effective interest method and recognised in profit or loss. Dividends on
available-for-sale equity instruments are recognised in profit or loss when the Bank’s right to receive
payment is established. All other elements of changes in the fair value are deferred in equity until the
investment is derecognised or impaired, at which time the cumulative gain or loss is removed from equity
to profit or loss.

Impairment losses are recognised in profit or loss when incurred as a result of one or more events (“loss
events”) that occurred after the initial recognition of investment securities available for sale. A significant
or prolonged decline in the fair value of an equity security below its cost is an indicator that it is impaired.
The cumulative impairment loss – measured as the difference between the acquisition cost and the
current fair value, less any impairment loss on that asset previously recognised in profit or loss – is
removed from equity and recognised in profit or loss. Impairment losses on equity instruments are not
reversed through profit or loss. If, in a subsequent period, the fair value of a debt instrument classified as
available for sale increases and the increase can be objectively related to an event occurring after the
impairment loss was recognised in profit or loss, the impairment loss is reversed through current period’s
profit or loss.

Derecognition of financial assets. The Bank derecognises financial assets when (i) the assets are
redeemed or the rights to cash flows from the assets otherwise expired or (ii) the Bank has transferred
substantially all the risks and rewards of ownership of the assets or (iii) the Bank has neither transferred
nor retained substantially all risks and rewards of ownership but has not retained control. Control is
retained if the counterparty does not have the practical ability to sell the asset in its entirety to an
unrelated third party without needing to impose additional restrictions on the sale.

Premises and equipment. Premises and equipment are stated at cost or revalued amounts, as
described below, less accumulated depreciation and provision for impairment, where required.

Premises of the Bank are subject to revaluation on a regular basis. The frequency of revaluation depends
upon the movements in the fair values of the premises being revalued. The revaluation reserve for
premises included in equity is transferred directly to retained earnings when the surplus is realised, ie
either on the retirement or disposal of the asset, or as the asset is used by the Bank; in the latter case,
the amount of the surplus realised is the difference between depreciation based on the revalued carrying
amount of the asset and depreciation based on the asset’s original cost.
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3 Basis of Preparation and Significant Accounting Policies (Continued)

All other items of premises and equipment are stated at cost less accumulated depreciation and
impairment losses, if any.

Costs of minor repairs and maintenance are expensed when incurred. Cost of replacing major parts or
components of premises and equipment items are capitalised and the replaced part is retired.

If impaired, premises and equipment are written down to the higher of their value in use and fair value
less costs to sell. The decrease in carrying amount is charged to profit or loss to the extent it exceeds the
previous revaluation surplus in equity. An impairment loss recognised for an asset in prior years is
reversed if there has been a change in the estimates used to determine the asset’s value in use or fair
value less costs to sell.

Gains and losses on disposals determined by comparing proceeds with carrying amount are recognised
in profit or loss.

Depreciation. Land is not depreciated. Depreciation on other items of premises and equipment is
calculated using the straight-line method to allocate their cost or revalued amounts to their residual values
over their estimated useful lives at the following annual rates:

Premises 3-7%;
Office and Computer Equipment 20-50%; and
Other 7-25%.

The residual value of an asset is the estimated amount that the Bank would currently obtain from disposal
of the asset less the estimated costs of disposal, if the asset were already of the age and in the condition
expected at the end of its useful life. The residual value of an asset is nil if the Bank expects to use the
asset until the end of its physical life. The assets’ residual values and useful lives are reviewed, and
adjusted if appropriate, at each balance sheet date.

Intangible assets. All of the Bank’s intangible assets have a definite useful life and primarily include
capitalised computer software.

Acquired computer software licenses are capitalised on the basis of the costs incurred to acquire and
bring to use the specific software. Capitalised costs include staff costs of the software development team
and an appropriate portion of relevant overheads. All other costs associated with computer software, eg
its maintenance, are expensed when incurred. Capitalised computer software is amortised on a straight
line basis over expected useful lives of five years.

Operating leases. Where the Bank is a lessee in a lease which does not transfer substantially all the
risks and rewards incidental to ownership from the lessor to the Bank, the total lease payments are
charged to profit or loss on a straight-line basis over the period of the lease.

Finance leases. Where the Bank is a lessor in a lease which does not transfer substantially all the risks
and rewards incidental to ownership to the lessee, the assets leased out are presented as a finance lease
receivable and carried at the present value of the future lease payments. Finance lease receivables are
initially recognised at commencement (when the lease term begins) using a discount rate determined at
inception (the earlier of the date of the lease agreement and the date of commitment by the parties to the
principal provisions of the lease).

The difference between the gross receivable and the present value represents unearned finance income.
This income is recognised over the term of the lease using the net investment method (before tax), which
reflects a constant periodic rate of return. Incremental costs directly attributable to negotiating and
arranging the lease are included in the initial measurement of the finance lease receivable and reduce the
amount of income recognised over the lease term unless the Bank acts as a manufacturer or dealer
lessor, in which case such costs are expensed as part of the selling profit similarly to outright sales.
Finance income from leases is recorded within interest income in the income statement.
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3 Summary of Significant Accounting Policies (Continued)

Impairment losses are recognised in profit or loss when incurred as a result of one or more events (“loss
events”) that occurred after the initial recognition of finance lease receivables. Impairment losses are
recognised through an allowance account to write down the receivables’ net carrying amount to the
present value of expected cash flows (which exclude future credit losses that have not been incurred)
discounted at the interest rates implicit in the finance leases. The estimated future cash flows reflect the
cash flows that may result from obtaining and selling the assets subject to the lease.

Due to other banks. Amounts due to other banks are recorded when money or other assets are
advanced to the Bank by counterparty banks. The non-derivative liability is carried at amortised cost. If
the Bank purchases its own debt, it is removed from the balance sheet and the difference between the
carrying amount of the liability and the consideration paid is included in gains or losses arising from
retirement of debt. Obligation to return securities borrowed and sold to third parties is carried at fair value
through profit or loss.

Customer accounts. Customer accounts are non-derivative liabilities to individuals, state or corporate
customers and are carried at amortised cost.

Subordinated debt . Subordinated debt includes shareholder loans, which are carried at amortized cost.

Derivative financial instruments. Derivative financial instruments, including foreign exchange contracts,
and forward rate agreements are carried at their fair value.

All derivative instruments are carried as assets when fair value is positive and as liabilities when fair value
is negative. Changes in the fair value of derivative instruments are included in profit or loss. The Bank
does not apply hedge accounting.

Certain derivative instruments embedded in other financial instruments are treated as separate derivative
instruments when their risks and characteristics are not closely related to those of the host contract.

Income taxes. Income taxes have been provided for in the financial statements in accordance with
Kazakhstani legislation enacted or substantively enacted by the balance sheet date. The income tax
charge comprises current tax and deferred tax and is recognised in the income statement, except if it is
recognised directly in equity because it relates to transactions that are also recognised, in the same or a
different period, directly in equity.

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

Deferred income tax is provided using the balance sheet liability method for tax loss carry forwards and
temporary differences arising between the tax bases of assets and liabilities and their carrying amounts
for financial reporting purposes. In accordance with the initial recognition exemption, deferred taxes are
not recorded for temporary differences on initial recognition of an asset or a liability in a transaction other
than a business combination if the transaction, when initially recorded, affects neither accounting nor
taxable profit . Deferred tax balances are measured at tax rates enacted or substantively enacted at the
balance sheet date which are expected to apply to the period when the temporary differences will reverse
or the tax loss carry forwards will be utilised. Deferred tax assets for deductible temporary differences and
tax loss carry forwards are recorded only to the extent that it is probable that future taxable profit will be
available against which the deductions can be utilised.

Provisions for liabilities and charges. Provisions for liabilities and charges are liabilities of uncertain
timing or amount. They are accrued when the Bank has a present legal or constructive obligation as a
result of past events, it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation, and a reliable estimate of the amount of the obligation can be made.
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3 Summary of Significant Accounting Policies (Continued)

Share premium. Share premium represents the excess of contributions over the nominal value of the
shares issued.

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

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

When loans and other debt instruments become doubtful of collection, they are written down to present value
of expected cash inflows and interest income is thereafter recorded for the unwinding of the present value
discount based on the asset’s effective interest rate which was used to measure the impairment loss.

All other fees, commissions and other income and expense items are generally recorded on an accrual
basis by reference to completion of the specific transaction assessed on the basis of the actual service
provided as a proportion of the total services to be provided. Loan syndication fees are recognised as
income when the syndication has been completed and the Bank retained no part of the loan package for
itself or retained a part at the same effective interest rate for the other participants.

Commissions and fees arising from negotiating, or participating in the negotiation of a transaction for a
third party, such as the acquisition of loans, shares or other securities or the purchase or sale of
businesses, which are earned on execution of the underlying transaction are recorded on its completion.

Foreign currency translation. The functional currency of the Bank is the currency of the primary
economic environment in which the entity operates. The Bank’s functional currency and the Bank’s
presentation currency is the national currency of the Republic of Kazakhstan, Kazakhstani Tenge (“Tenge”).

At 31 December 2006 the principal rate of exchange used for translating foreign currency balances was
USD 1 = Tenge 127.00 (2005: USD 1 =Tenge 133.77); and Euro 1 = 167.12 Tenge
(2005: Euro 1 = 158.54 Tenge).

Offsetting. Financial assets and liabilities are offset and the net amount reported in the balance sheet
only when there is a legally enforceable right to offset the recognised amounts, and there is an intention
to either settle on a net basis, or to realise the asset and settle the liability simultaneously.

Staff costs and related contributions. Wages, salaries, contributions to pension funds, paid annual
leave and sick leave, and bonuses are accrued in the year in which the associated services are rendered
by the employees of the Bank. In accordance with the legal requirements of the Republic of Kazakhstan,
the Bank withholds pension contributions from employee salaries and transfers them into state or private
pension funds. Upon retirement of employees, all pension payments are administered by the above
pension funds. The Bank does not have any legal or constructive obligation to provide further funding if
the state or private pensions funds fail to make the pension payments.
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3 Summary of Significant Accounting Policies (Continued)

Change in accounting policy and presentation. Where necessary, corresponding figures have been
adjusted to conform with change in accounting policy and in the presentation of the current year amounts.

The Bank changed its accounting policy for cash and cash equivalents and now also considers as part of
cash and cash equivalents interbank deposits with original maturities of less than three months. The
change was made to align the Bank’s policies with practices in other countries that apply IFRSs in order
to enhance comparability of the Bank’s financial position.

The effect of change in accounting policyand of reclassification is as follows:

In thousands of Kazakhstani Tenge
31 December

2005

Increase in
Cash and cash equivalents 741,612

Decrease in
Due from other banks (741,612)

Restatement. Certain comparative information for prior year has been restated to appropriately reflect
shareholders’ equity. In 2006 the Bank determined that the deferred tax liability at 31 December 2005
was understated due to change in management assessment by Tenge 135,333 thousands which should
previously have been charged to revaluation reserve in equity. The Bank restated financials in 2006 by
charging Tenge 135,333 thousands to 2005 statement of changes in equity. The effect of restatement is
shown as follows:

In thousands of Kazakhstani Tenge
Deferred tax liability Revaluation reserve for

premises

At 1 January 2005 - -

Revaluation - 453,193

Previously reported balance at
31 December 2005 - 453,193

Deferred tax effect on revaluation reserve 135,333 (135,333)

Adjusted at 1 January 2006 135,333 317,860
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4 Critical Accounting Estimates, and Judgements in Applying Accounting Policies

The Bank makes estimates and assumptions that affect the reported amounts of assets and liabilities
within the next financial year. Estimates and judgements are continually evaluated and are based on
management’s experience and other factors, including expectations of future events that are believed to
be reasonable under the circumstances. Management also makes certain judgements, apart from those
involving estimations, in the process of applying the accounting policies. Judgements that have the most
significant effect on the amounts recognised in the financial statements and estimates that can cause a
significant adjustment to the carrying amount of assets and liabilities within the next financial year include:

Impairment losses on loans and advances. The Bank regularly reviews its loan portfolios to assess
impairment. In determining whether an impairment loss should be recorded in the income statement, the
Bank makes judgements as to whether there is any observable data indicating that there is a measurable
decrease in the estimated future cash flows from a portfolio of loans before the decrease can be identified
with an individual loan in that portfolio. This evidence may include observable data indicating that there
has been an adverse change in the payment status of borrowers in a group, or national or local economic
conditions that correlate with defaults on assets in the group. Management uses estimates based on
historical loss experience for assets with credit risk characteristics and objective evidence of impairment
similar to those in the portfolio when scheduling its future cash flows. The methodology and assumptions
used for estimating both the amount and timing of future cash flows are reviewed regularly to reduce any
differences between loss estimates and actual loss experience. During financial year 2006 certain specific
provisions created in earlier years in respect of eleven loans and advances totalling Tenge 643,801
thousand were written back in the income statement because they were repaid as a result of the Bank’s
customers arranging alternative forms of finance with other lenders. That became possible due to Bank’s
tougher position towards these borrowers and further steps taken by the Bank to ensure these loans are
repaid (see Note 9).

Tax legislation. Kazakhstani tax, currency and customs legislation is subject to varying interpretations.
Refer to Note 26.

Initial recognition of related party transactions. In the normal course of business the Bank enters into
transactions with its related parties. IAS 39 requires initial recognition of financial instruments based on
their fair values. Judgement is applied in determining if transactions are priced at market or non-market
interest rates, where there is no active market for such transactions. The basis for judgement is pricing for
similar types of transactions with unrelated parties and effective interest rate analysis.

5 Adoption of New or Revised Standards and Interpretations

Certain new IFRSs became effective for the Bank from 1 January 2006. Listed below are those new or
amended standards or interpretations which are or in the future could be relevant to the Bank’s
operations and the nature of their impact on the Bank’s accounting policies. All changes in accounting
policies were applied retrospectively with adjustments made to the retained earnings at 1 January 2005,
unless otherwise described below.

IFRIC 4, Determining whether an Arrangement contains a Lease (effective from 1 January 2006).
IFRIC 4 requires that determining whether an arrangement is, or contains, a lease be based on the
substance of the arrangement. It requires an assessment of whether (a) fulfilment of the arrangement is
dependent on the use of a specific asset or assets (the asset); and (b) the arrangement conveys a right to
use the asset. The Bank reassessed its arrangements and concluded that no adjustments are required as
a result of adoption of IFRIC 4.
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5 Adoption of New or Revised Standards and Interpretations (Continued)

IAS 39 (Amendment) – The Fair Value Option (effective from 1 January 2006). IAS 39 (as revised in
2003) permitted entities to designate irrevocably on initial recognition practically any financial instrument
as one to be measured at fair value with gains and losses recognised in profit or loss (‘fair value through
profit or loss’). The amendment changes the definition of financial instruments ‘at fair value through profit
or loss’ and restricts the ability to designate financial instruments as part of this category.

IAS 39 (Amendment) – Financial Guarantee Contracts (effective from 1 January 2006). As a result of
this amendment, the Bank measures issued financial guarantees initially at their fair value, which is
normally evidenced by the amount of fees received. This amount is then amortised on a straight line basis
over the life of the guarantee. At each balance sheet date, the guarantees are measured at the higher of
(i) the unamortised balance of the amount at initial recognition and (ii) the best estimate of expenditure
required to settle the commitment at the balance sheet date. This amendment did not have a significant
impact on these financial statements.

Effect of Adoption of New or Revised Standards. The effect of adoption of the above new or revised
standards and interpretations on the Bank’s financial position at 31 December 2006 and
31 December 2005 and on the results of its operations for the years then ended was not significant.

6 New Accounting Pronouncements

Certain new standards and interpretations have been published that are mandatory for the Bank’s accounting
periods beginning on or after 1 January 2007 or later periods and which the Bank has not early adopted:

IFRS 7 Financial Instruments: Disclosures and a complementary Amendment to IAS 1
Presentation of Financial Statements - Capital Disclosures (effective from 1 January 2007). The
IFRS introduces new disclosures to improve the information about financial instruments. The volume of
disclosures will increase significantly with an emphasis on quantitative aspects of risk exposures and the
methods of risk management. The quantitative disclosures will provide information about the extent of
exposure to risk, based on information provided internally to the entity’s key management personnel.
Qualitative and quantitative disclosures will cover exposure to credit risk, liquidity risk and market risk
including sensitivity analysis to market risk. IFRS 7 replaces IAS 30, Disclosures in the Financial
Statements of Banks and Similar Financial Institutions, and some of the requirements in IAS 32, Financial
Instruments: Disclosure and Presentation. The Amendment to IAS 1 introduces disclosures about level of
an entity’s capital and how it manages capital. The Bank is currently assessing what impact the new IFRS
and the amendment to IAS 1 will have on disclosures in its financial statements.

IFRS 8, Operating Segments (effective for annual periods beginning on or after 1 January 2009).
The Standard applies to entities whose debt or equity instruments are traded in a public market or that
file, or are in the process of filing, their financial statements with a regulatory organisation for the purpose
of issuing any class of instruments in a public market. IFRS 8 requires an entity to report financial and
descriptive information about its operating segments and specifies how an entity should report such
information. Management does not expect IFRS 8 to affect the Bank’s financial statements.

Other new standards or interpretations. The Bank has not early adopted the following other new
standards or interpretations:

IFRIC 7, Applying the Restatement Approach under IAS 29 (effective for periods beginning on or
after 1 March 2006, that is from 1 January 2007);
IFRIC 8, Scope of IFRS 2 (effective for periods beginning on or after 1 May 2006, that is from
1 January 2007);
IFRIC 9, Reassessment of Embedded Derivatives (effective for annual periods beginning on or
after 1 June 2006);
IFRIC 10, Interim Financial Reporting and Impairment (effective for annual periods beginning on
or after 1 November 2006);
IFRIC 11, IFRS 2—Group and Treasury Share Transactions (effective for annual periods
beginning on or after 1 March 2007);
IFRIC 12, Service Concession Arrangements (effective for annual periods beginning on or after
1 January 2008).

Unless otherwise described above, the new standards and interpretations are not expected to
significantly affect the Bank’s financial statements.
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7 Cash and Cash Equivalents

In thousands of Kazakhstani Tenge 2006 2005

Cash on hand 257,816 268,521
Current balances with the NBRK (other than mandatory reserve deposits) 3,336,807 918,528
Mandatory cash balances with NBRK 1,075,638 452,626
Correspondent accounts and overnight placements with other banks:
- Republic of Kazakhstan 575 666,537
- Other countries 2,897,557 2,838,682
Placements with other banks with original maturities of less than three months 603,725 741,612

Total cash and cash equivalents 8,172,118 5,886,506

Geographical, currency and interest rate analyses of cash and cash equivalents are disclosed in Note 25.
The information on related party balances is disclosed in Note 29.

8 Due from Other Banks

In thousands of Kazakhstani Tenge 2006 2005

Short-term placements with other banks with original maturities of more than
three months - 93,200

Total due from other banks - 93,200

At 31 December 2006 the estimated fair value of due from other banks was Tenge nil thousand
(2005: Tenge 93,200 thousand). Refer to Note 28.

Geographical, currency, maturity and interest rate analyses of due from other banks are disclosed in
Note 25. The information on related party balances is disclosed in Note 29.

9 Loans and Advances to Customers

In thousands of Kazakhstani Tenge 2006 2005

Current loans 12,278,856 9,669,302
Overdue loans 128 161

Less: Provision for loan impairment (468,239) (1,039,414)

Total loans and advances to customers 11,810,745 8,630,049

Overdue loans of Tenge 161 thousand as at 31 December 2005 exclude loans that were renegotiated
and thus the real loan loss exposure was higher than the overdue balances stated in the table.

Movements in the provision for loan impairment are as follows:

In thousands of Kazakhstani Tenge 2006 2005

Provision for loan impairment at 1 January 1,039,414 994,841
Recovery of specific provision for loan impairment created in prior years (643,801) (383,425)
Provision for loan impairment during the year, net of recovery 72,670 428,002
Loans and advances to customers written off during the year as uncollectible (44) (4)

Provision for loan impairment at 31 December 468,239 1,039,414
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9 Loans and Advances to Customers (Continued)

During financial year 2006 certain specific provisions created in earlier years in respect of eleven loans
and advances totalling Tenge 643,801 thousand were written back in the income statement because they
were repaid as a result the Bank’s customers arranging alternative forms of finance with other lenders.
That became possible due to Bank’s tougher position towards these borrowers and further steps taken
by the Bank to ensure these loans are repaid.

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

2006 2005
In thousands of Kazakhstani Tenge Amount % Amount %

Wholesale trade 4,731,288 39 4,494,892 46
Mining 1,869,176 15 - -
Financial services 1,695,443 14 1,171,446 12
Production 1,351,198 11 884,250 9
Construction 904,082 7 1,395,944 15
Transport 341,200 3 360,092 4
Individuals 316,511 3 224,823 2
Publishing 114,662 1 264,398 3
Utility 151,759 1 444,644 5
Other 803,665 6 428,974 4

Total loans and advances to
customers (before impairment) 12,278,984 100 9,669,463 100

At 31 December 2006 the Bank had eight borrowers (2005: six borrowers) with aggregate loan amounts
above Tenge 500,000 thousand. The total aggregate amount of these loans was Tenge 6,612,000
thousand (2005: Tenge 3,939,890 thousand) or 53.8 percent of the total loan portfolio
(2005: 40.7 percent).

At 31 December 2006 the estimated fair value of loans and advances to customers was
Tenge 11,810,745 thousand (2005: Tenge 8,630,049 thousand). Refer to Note 28. Geographical,
currency, maturity and interest rate analyses of loans and advances to customers are disclosed in Note
25. The information on related party balances is disclosed in Note 29.

10 Finance Lease Receivable

Finance lease payments receivable (gross investment in the leases) and their present values are as
follows:

In thousands of Kazakhstani Tenge
Due in 1 year Due between 2

and 5 years
Total

Finance lease payments receivable at
31 December 2006 186,130 194,329 380,459

Unearned finance income (29,753) (15,803) (45,556)
Impairment loss provision (30,700) (77,446) (108,146)

Present value of lease payments receivable at
31 December 2006 125,677 101,080 226,757

Finance lease payments receivable at 31
December 2005 218,791 361,536 580,327

Unearned finance income (51,421) (45,253) (96,674)
Impairment loss provision (38,429) (99,970) (138,399)

Present value of lease payments receivable at
31 December 2005 128,941 216,313 345,254
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10 Finance Lease Receivable (Continued)

At 31 December 2006 the estimated fair value of finance lease receivable was Tenge 226,757 thousand
(2005: Tenge 345,254 thousand). Refer to Note 28.

Geographical, currency, maturity and interest rate analyses of finance lease receivable are disclosed in
Note 25.

11 Investment Securities Available for Sale

In thousands of Kazakhstani Tenge 2006 2005

Bonds of MFRK (Eurobonds) 1,216,867 448,053
Notes of NBRK 691,773 381,150

Total investment securities available for sale 1,908,640 829,203

The movements in investment securities available for sale are as follows:

In thousands of Kazakhstani Tenge Note 2006 2005

Carrying amount at 1 January 829,203 860,580
Fair value gains less losses 3,145 (11,548)
Purchases 7,940,509 3,372,996
Disposals and redemption of current investment securities
available for sale (6,834,578) (3,433,365)

Exchange differences relating to debt securities (26,930) 10,733
Interest income 20 71,160 33,385
Interest received (73,869) (3,578)

Carrying amount at 31 December 1,908,640 829,203

Eurobonds are USD denominated government securities issued by the MFRK. Eurobonds are issued at a
premium to face value, with maturity on 11 May 2007, coupon rate of approximately 11.125 percent in
2006 and yield to maturity of 5.56 percent as at 31 December 2006 (2005: 4.95 percent).

The Notes of the NBRK are short-term discount notes redeemable at par value of Tenge 100 within 30
days from the issue date (2005: 30 days). The notes mature in January 2007 (2005: in January 2006) and
have a yield to maturity from 3.2 to 4.29 percent (2005: 1.32 to 2.32 percent).

On 14 April 2006, the Bank sold 800,000 Eurobonds of MFRK for loss of Tenge 28,964 thousand in order
to comply with maximum limit on open position.

At 31 December 2006 the estimated fair value of investment securities available for sale was
Tenge 1,908,640 thousand (2005: Tenge 829,203 thousand). Refer to Note 28.

Geographical, currency, maturity and interest rate analyses of investment securities available for sale are
disclosed in Note 25.



JSC SB ALFA BANK
Notes to the Financial Statements – 31 December 2006

18

12 Premises, Equipment and Intangible Assets

In thousands of Kazakhstani
Tenge

Note Premises Office and
computer

equipment

Other
assets

Total
premises

and
equipment

Computer
software
licences

Total

Cost at 1 January 2005 64,873 64,010 109,042 237,925 63,917 301,842
Accumulated depreciation (21,451) (45,683) (51,468) (118,602) (29,203) (147,805)

Carrying amount at
1 January 2005 43,422 18,327 57,574 119,323 34,714 154,037

Additions - 3,068 10,672 13,740 30,585 44,325
Revaluation 453,193 - - 453,193 - 453,193
Disposals - (132) (3,970) (4,102) - (4,102)
Depreciation charge 22 (2,015) (10,101) (14,628) (26,744) (16,100) (42,844)

Carrying amount at
31 December 2005 494,600 11,162 49,648 555,410 49,199 604,609

Cost at 31 December 2005 787,088 60,346 109,359 956,793 94,036 1,050,829
Accumulated depreciation (292,488) (49,184) (59,711) (401,383) (44,837) (446,220)

Carrying amount at
31 December 2005 494,600 11,162 49,648 555,410 49,199 604,609

Additions - 29,125 41,869 70,994 14,166 85,160
Transfers - 6,389 (6,389) - - -
Disposals (255) (106) (2,699) (3,060) (774) (3,834)
Depreciation charge 22 (23,079) (11,563) (10,380) (45,022) (18,854) (63,876)

Carrying amount at
31 December 2006 471,266 35,007 72,049 578,322 43,737 622,059

Cost at 31 December 2006 786,745 85,862 129,130 1,001,737 107,428 1,109,165
Accumulated depreciation (315,479) (50,855) (57,081) (423,415) (63,691) (487,106)

Carrying amount at
31 December 2006 471,266 35,007 72,049 578,322 43,737 622,059

Premises were independently valued at 31 December 2005. The valuation was carried out by an
independent licensed valuer. The basis used for the appraisal of premises was market value. For land
following approach was used: land usage fee per square meter multiplied by established coefficient and
by total area of land plot.

Included in the above carrying amount is Tenge 431,692 thousand (2005: Tenge 453,193 thousand)
representing revaluation surplus relating to premises of the Bank. At 31 December 2006 the carrying
amount of premises would have been Tenge 39,574 thousand (2005: Tenge 41,407 thousand) had the
assets been carried at cost less depreciation.
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13 Other Assets

In thousands of Kazakhstani Tenge Note 2006 2005

Debtors on guarantees 12,700 13,398
Investments 10,200 10,200
Prepayments 9,665 4,548
Inventories 8,544 2,398
Capital expenditures prepayments 4,189 13,334
Prepaid taxes 2,722 23,243
Foreign exchange spot/forward contracts 18 45,153
Other 3,549 8,961

Less: Provision for impairment - ( 94)

Total other assets 51,587 121,141

As at 31 December 2006 and 2005 investments include one share in JSC “Central Securities Depository”
and two thousand shares in JSC “National Processing Center”. These investments are carried at cost
because fair value could not be determined.

Movements in the provision for impairment of other assets are as follows:

In thousands of Kazakhstani Tenge 2006 2005

Provision for impairment of other assets at 1 January 94 18
(Recovery of)/provision for impairment of other assets during the year ( 94) 76

Provision for impairment of other assets at 31 December - 94

Geographical, currency and maturity analyses of other assets are disclosed in Note 25. The information
on related party balances is disclosed in Note 29.

14 Due to Other Banks

In thousands of Kazakhstani Tenge 2006 2005

Short-term placements of other banks 44,964 42,739
Correspondent accounts and overnight placements of other banks 178 6,471

Total due to other banks 45,142 49,210

At 31 December 2006 the estimated fair value of due to other banks was Tenge 45,142 thousand
(2005: Tenge 49,210 thousand).

Geographical, currency, maturity and interest rate analyses of due to other banks are disclosed in
Note 25. The information on related party balances is disclosed in Note 29.
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15 Customer Accounts

In thousands of Kazakhstani Tenge 2006 2005

State and public organisations
- Current/settlement accounts 2,027,382 1,720,350
- Term deposits 19,647 2,500

Other legal entities
- Current/settlement accounts 9,172,417 6,008,033
- Term deposits 1,316,716 780,724

Individuals
- Current/demand accounts 2,114,219 1,832,554
- Term deposits 2,483,275 1,671,639

Total customer accounts 17,133,656 12,015,800

State and public organisations exclude government owned profit orientated businesses.

Economic sector concentrations within customer accounts are as follows:

2006 2005
In thousands of Kazakhstani Tenge Amount % Amount %

Individuals 4,597,494 27 3,504,193 29
Wholesale trade 2,888,152 17 2,302,371 19
Government bodies 1,925,609 11 1,643,563 14
Construction 1,669,667 10 559,371 5
Metal production 1,605,860 9 472,003 4
Energy production 1,264,202 7 1,232,609 10
Services 963,709 6 965,412 8
Retail trade 652,990 4 73,468 1
Oil and gas 331,386 2 129,126 1
Transport 264,201 2 112,912 1
Food production 233,986 1 281,784 2
Other 736,400 4 738,988 6

Total customer accounts 17,133,656 100 12,015,800 100

At 31 December 2006 the Bank had two customers (2005: two customers) with balances above
Tenge 500,000 thousand. The aggregate balance of these customers was Tenge 2,502,306 thousand
(2005: Tenge 2,018,448 thousand) or 14.6 percent (2005: 16.8 percent) of total customer accounts.

At 31 December 2006 included in customer accounts are deposits of Tenge 2,998,480thousand
(2005: Tenge 1,836,512 thousand) held as collateral for irrevocable commitments under import letters of
credit. Refer to Note 26.

At 31 December 2006 the estimated fair value of customer accounts was Tenge 17,133,656 thousand
(2005: Tenge 12,015,800 thousand).

Geographical, currency, maturity and interest rate analyses of customer accounts are disclosed in
Note 25. The information on related party balances is disclosed in Note 29.
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16 Other Liabilities

Other liabilities comprise the following:

In thousands of Kazakhstani Tenge Note 2006 2005

Foreign exchange forward contracts 27 34,679 -
Trade payables 17,429 18,070
Accrued employee benefit costs 9,244 7,899
Taxes other than on income payable 7,236 16,621
Provision for credit related commitments 26 4,971 11,175
Other accrued liabilities 5,667 12,709

Other liabilities 79,226 66,474

Movements in provision for credit related commitments are as follows:

In thousands of Kazakhstani Tenge Credit related commitments

Carrying amount at 1 January 2005 2,991

Additions charged to profit or loss 8,184

Carrying amount at 31 December 2005 11,175

Reversal of provision previously charged to profit or loss (6,204)

Carrying amount at 31 December 2006 4,971

Geographical, currency and maturity analyses of other liabilities are disclosed in Note 25. The information
on related party balances is disclosed in Note 29.

17 Subordinated Debt

The Bank received two subordinated debts from OJSC Alfa-Bank (Russia) during the period from
December 1999 to January 2001. The maturity date of the subordinated debt of USD 2.5 million is
1 December 2007. The subordinated debt of USD 900 thousand was early repaid on 20 April 2006. As at
31 December 2006 the debt bears annual interest of 0.12 percent (0.11 percent net of withholding tax)
(2005: 0.12 percent (0.10 percent net of withholding tax) and 4.78 percent (4.06 percent net of
withholding tax), respectively). The carrying value of this subordinated debt is the present value of the
cash flows over the remaining term of the debt calculated using the effective interest rate method. The
discount rate used is six percent p.a. and was determined at loan’s initial recognition date as interbank
effective market rates for borrowings with similar credit and maturity characteristics. The Bank has a right
to settle any unsettled balance upon five days notice without any penalties. The claims of Bank’s parent
bank on subordinated debt shall only be satisfied after all claims of other creditors of the Bank are
satisfied in full.

At 31 December 2006 the estimated fair value of subordinated debts was Tenge 299,888 thousand
(2005: Tenge 409,118 thousand).

Geographical, currency, maturity and interest rate analyses of subordinated debt are disclosed in Note
25. The information on related party balances is disclosed in Note 29.
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18 Share Capital, Share Premium and Statutory Reserve Fund

In thousands of Kazakhstani
Tenge, except for number of
shares

Number of
outstanding

shares in
thousands

Ordinary shares Share
premium

Statutory
reserve fund

Total

At 1 January 2005 100,000 1,000,000 22,185 150,000 1,172,185

At 31 December 2005 100,000 1,000,000 22,185 150,000 1,172,185

At 31 December 2006 100,000 1,000,000 22,185 150,000 1,172,185

Nominal registered amount of the Bank’s issued share capital is Tenge 1,000,000
(31 December 2005: Tenge 1,000,000 thousand). At 31 December 2006, all of the Bank’s outstanding
shares were authorised, issued and fully paid.

All ordinary shares have a par value of Tenge 10 per share (2005: Tenge 10 per share) and rank equally.
Each share carries one vote.

Share premium represents the excess of contributions received over the nominal value of shares issued.

In accordance with the local legislation and regulations of the NBRK, the Bank makes an appropriation
from retained earnings to statutory reserve fund for unforeseeable risks and future losses. Statutory
reserve fund can only be distributed through the approval of a formal shareholders’ meeting.

19 Other Reserves

Revaluation reserve for

In thousands of Kazakhstani Tenge
Available for sale

securities
Premises
(restated)

Total other
reserves

At 1 January 2005 18,825 - 18,825

Revaluation (11,548) 317,860 306,312
Realised revaluation reserve ( 409) - ( 409)

At 31 December 2005 6,868 317,860 324,728

Revaluation 3,145 - 3,145
Realised revaluation reserve (95) (30,866) (30,961)

At 31 December 2006 9,918 286,994 296,912

Revaluation reserve for available for sale securities is transferred to profit or loss when realised through
sale of the securities. Revaluation reserve for premises and equipment is transferred to retained earnings
when realised through depreciation, impairment, sale or other disposal.
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20 Interest Income and Expense

In thousands of Kazakhstani Tenge 2006 2005

Interest income
Loans and advances to customers 1,158,832 1,115,725
Due from other banks 186,863 41,896
Investment securities available for sale 71,160 33,385
Correspondent accounts with other banks 76,878 37,600

Total interest income 1,493,733 1,228,606

Interest expense
Term deposits of individuals 89,282 109,155
Term deposits of legal entities 71,978 10,486
Current/settlement accounts 47,485 20,669
Subordinated debt 34,296 20,694
Term placements of other banks 3,294 4,252
Other 874 528

Total interest expense 247,209 165,784

Net interest income 1,246,524 1,062,822

The information on related party transactions is disclosed in Note 29.

21 Fee and Commission Income and Expense

In thousands of Kazakhstani Tenge 2006 2005

Fee and commission income
- Settlement transactions 324,443 267,223
- Cash transactions 235,024 206,140
- Purchase and sale of foreign currency 199,917 137,411
- Guarantees issued 12,210 17,451
- Other 40,628 39,402

Total fee and commission income 812,222 667,627

Fee and commission expense
- Cash transactions 65,699 46,027
- Settlement transactions 23,090 25,140
- Other 228 336

Total fee and commission expense 89,017 71,503

Net fee and commission income 723,205 596,124
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22 Administrative and Other Operating Expenses

In thousands of Kazakhstani Tenge Note 2006 2005

Staff costs 466,177 353,832
Depreciation of premises and equipment 12 45,022 26,744
Taxes other than on income 35,475 25,124
Repair and maintenance 33,144 16,860
Communication expenses 27,000 36,139
Security services 23,416 23,009
Cash collecting services 20,051 15,656
Amortisation of software and other intangible assets 12 18,854 16,100
Software support expenses 11,160 6,649
Consulting 11,101 10,146
Transportation 9,801 10,535
Business trip expenses 8,795 8,405
Administration expense 7,073 6,012
Advertising and marketing services 6,431 6,896
Rent 5,651 5,230
Representative expense 2,962 2,645
Other 95,327 77,801

Total administrative and other operating expenses 827,440 647,783

Included in staff costs are statutory social security contributions of Tenge 43,455 thousand
(2005: Tenge 32,521 thousand).

23 Income Taxes

Income tax expense comprises the following:

In thousands of Kazakhstani Tenge 2006 2005

Current tax 516,948 354,225
Deferred tax (8,824) -

Income tax expense for the year 508,124 354,225
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23 Income Taxes (Continued)

The income tax rate applicable to the majority of the Bank’s income is 30% (2005: 30%). A reconciliation
between the expected and the actual taxation charge is provided below.

In thousands of Kazakhstani Tenge 2006 2005

IFRS profit before tax 1,788,809 1,106,496

Theoretical tax charge at statutory rate (2006: 30%; 2005: 30%) 536,643 331,949

Tax effect of items which are not deductible or assessable for taxation
purposes:

- Income which is exempt from taxation (44,875) (36,355)
- Non deductible expenses 16,151 7,754
- Non deductible loss from disposal of available for sale investments 8,953 528
- Other non temporary differences (1,230) (3,795)
- Non deductible interest expense 9,659 4,349
- (Recovery of)/non deductible provision for impairment of other assets

and credit related commitments (9,940) 44,421
- Unrecognised other potential deferred tax assets (7,237) 5,374

Income tax expense for the year 508,124 354,225

A deferred tax liability of Tenge 135,333 thousand has been recorded directly in equity in 2005 in respect
of the revaluation of the Bank’s premises.

Differences between IFRS and Kazakhstani statutory taxation regulations give rise to temporary
differences between the carrying amount of assets and liabilities for financial reporting purposes and their
tax bases. The tax effect of the movements in these temporary differences is detailed below and is
recorded at the rate of 30% (2005: 30%).

In thousands of Kazakhstani Tenge

31 Dec
2004

Charged/
(credited)

to profit
or loss

Charged /
(credited)

directly to
equity

31 Dec
2005

(restated)

Charged /
(credited)

profit or
loss

31 Dec
2006

Tax effect of deductible temporary
differences

Premises and equipment 3,638 2,515 - 6,153 1,771 7,924
Accruals 1,846 (762) - 1,084 (184) 900

Gross deferred tax asset 5,484 1,753 - 7,237 1,587 8,824
Less unrecognized deferred tax asset (1,863) (5,374) - (7,237) 7,237 -

Recognised deferred tax asset 3,621 (3,621) - - 8,824 8,824

Tax effect of taxable temporary
differences

Premises and equipment - - 135,333 135,333 - 135,333
Accruals (3,621) 3,621 - - - -

Gross deferred tax liability (3,621) 3,621 135,333 135,333 - 135,333

Recognised deferred tax liability, net - - 135,333 135,333 (8,824) 126,509
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24 Earnings per Share

Basic earnings per share are calculated by dividing the profit attributable to equity holders of the
Company by the weighted average number of ordinary shares in issue during the year, excluding treasury
shares.

In thousands of Kazakhstani Tenge Note 2006 2005

Profit for the year attributable to ordinary shareholders 1,280,685 752,271
Profit for the year 1,280,685 752,271

Weighted average number of ordinary shares in issue (thousands) 18 100,000 100,000

Basic earnings per ordinary share (expressed in tenge per share) 12.81 7.52

The Bank has no dilutive potential ordinary shares; therefore, the diluted earnings per share equal the
basic earnings per share.

25 Financial Risk Management

The risk management function within the Bank is carried out in respect of financial risks (credit, market,
geographical, currency, liquidity and interest rate), operational risks and legal risks. The primary
objectives of the financial risk management function are to establish risk limits, and then ensure that
exposure to risks stays within these limits. The operational and legal risk management functions are
intended to ensure proper functioning of internal policies and procedures to minimise operational and
legal risks.

Credit risk. The Bank takes on exposure to credit risk which is the risk that a counterparty will be unable
to pay all amounts in full when due. The Bank structures the levels of credit risk it undertakes by placing
limits on the amount of risk accepted in relation to one borrower, or groups of borrowers, and to
geographical and industry segments. Such risks are monitored on a revolving basis and subject to an
annual or more frequent review. Limits on the level of credit risk by product, borrower and industry sector
are approved regularly by the Board of Directors.

The exposure to any one borrower including banks and brokers is further restricted by sub-limits covering
on and off-balance sheet exposures and daily delivery risk limits in relation to trading items such as
forward foreign exchange contracts. Actual exposures against limits are monitored daily.

Exposure to credit risk is managed through regular analysis of the ability of borrowers and potential
borrowers to meet interest and principal repayment obligations and by changing these lending limits
where appropriate. Exposure to credit risk is also managed, in part, by obtaining collateral and corporate
and personal guarantees.

The Bank’s maximum exposure to credit risk is primarily reflected in the carrying amounts of financial
assets on the balance sheet. The impact of possible netting of assets and liabilities to reduce potential
credit exposure is not significant.

Credit risk for off-balance sheet financial instruments is defined as the possibility of sustaining a loss as a
result of another party to a financial instrument failing to perform in accordance with the terms of the
contract. The Bank uses the same credit policies in making conditional obligations as it does for on-
balance sheet financial instruments through established credit approvals, risk control limits and
monitoring procedures.
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25 Financial Risk Management (Continued)

Market risk. The Bank takes on exposure to market risks. Market risks arise from open positions in
interest rate, currency and equity products, all of which are exposed to general and specific market
movements. The Board of Directors sets limits on the value of risk that may be accepted, which is
monitored on a daily basis. However, the use of this approach does not prevent losses outside of these
limits in the event of more significant market movements.

Geographical risk. The geographical concentration of the Bank’s assets and liabilities at
31 December 2006 is set out below:

In thousands of Kazakhstani Tenge Kazakhstan OECD Non OECD Total

Assets

Cash and cash equivalents 5,274,147 790,670 2,107,301 8,172,118
Loans and advances to customers 11,791,647 - 19,098 11,810,745
Finance lease receivable 226,757 - - 226,757
Investment securities available for sale 1,908,640 - - 1,908,640
Premises and equipment 578,322 - - 578,322
Intangible assets 43,737 - - 43,737
Other assets 34,597 16,930 60 51,587

Total assets 19,857,847 807,600 2,126,459 22,791,906

Liabilities

Due to other banks 126 44,964 52 45,142
Customer accounts 16,323,637 194,931 615,088 17,133,656
Other liabilities 66,630 - 12,596 79,226
Subordinated debt - - 299,888 299,888
Current income tax liability 16,948 - - 16,948
Deferred income tax liability 126,509 - - 126,509

Total liabilities 16,533,850 239,895 927,624 17,701,369

Net balance sheet position 3,323,997 567,705 1,198,835 5,090,537

Credit related commitments (Note 26) 7,687,926 - - 7,687,926

Assets, liabilities and credit related commitments have generally been based on the country in which the
counterparty is located. Cash on hand and premises and equipment have been allocated based on the
country in which they are physically held.
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25 Financial Risk Management (Continued)

The geographical concentration of the Bank’s assets and liabilities at 31 December 2005 is set out below:

In thousands of Kazakhstani Tenge Kazakhstan OECD Non OECD Total

Assets

Cash and cash equivalents 3,046,310 1,708,365 1,131,831 5,886,506
Due from other banks - - 93,200 93,200
Loans and advances to customers 8,548,951 - 81,098 8,630,049
Finance lease receivable 345,254 - - 345,254
Investment securities available for sale 829,203 - - 829,203
Premises and equipment 555,410 - - 555,410
Intangible assets 49,199 - - 49,199
Other assets 121,141 - - 121,141

Total assets 13,495,468 1,708,365 1,306,129 16,509,962

Liabilities

Due to other banks 122 42,739 6,349 49,210
Customer accounts 11,324,310 128,373 563,117 12,015,800
Other liabilities 66,202 - 272 66,474
Subordinated debt - - 409,118 409,118
Current income tax liability 27,225 - - 27,225
Deferred income tax liability 135,333 - - 135,333

Total liabilities 11,553,192 171,112 978,856 12,703,160

Net balance sheet position 1,942,276 1,537,253 327,273 3,806,802

Credit related commitments (Note 26) 4,480,436 - - 4,480,436
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25 Financial Risk Management (Continued)

Currency risk. The Bank takes on exposure to effects of fluctuations in the prevailing foreign currency
exchange rates on its financial position and cash flows. The Board of Directors sets limits on the level of
exposure by currency and in total for both overnight and intra-day positions, which are monitored daily.
The table below summarises the Bank’s exposure to foreign currency exchange rate risk at
31 December 2006:

In thousands of Kazakhstani Tenge Tenge USD Euro Other Total

Assets

Cash and cash equivalents 5,146,959 863,765 53,252 2,108,142 8,172,118
Loans and advances to customers 5,284,008 6,384,337 120,648 21,752 11,810,745
Finance lease receivable 226,757 - - - 226,757
Investment securities available for sale 691,773 1,216,867 - - 1,908,640
Premises and equipment 578,322 - - - 578,322
Intangible assets 43,737 - - - 43,737
Other assets 34,579 16,930 18 60 51,587

Total assets 12,006,135 8,481,899 173,918 2,129,954 22,791,906

Liabilities

Due to other banks 42 10 44,964 126 45,142
Customer accounts 9,426,917 5,268,225 262,064 2,176,450 17,133,656
Other liabilities 44,547 34,679 - - 79,226
Subordinated debt - 299,888 - - 299,888
Current income tax liability 16,948 - - - 16,948
Deferred income tax liability 126,509 - - - 126,509

Total liabilities 9,614,963 5,602,802 307,028 2,176,576 17,701,369

Less fair value of currency derivatives 34,679 - - - 34,679

Net balance sheet position, excluding
currency derivatives 2,425,851 2,879,097 (133,110) (46,622) 5,125,216

Currency derivatives (Note 27) 3,099,850 (3,134,529) - - (34,679)

Credit related commitments (Note 26) 3,543,723 2,038,491 78,545 2,027,167 7,687,926
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25 Financial Risk Management (Continued)

At 31 December 2005, the Bank had the following positions in currencies:

In thousands of Kazakhstani Tenge Tenge USD Euro Other Total

Assets

Cash and cash equivalents 1,498,433 2,540,795 79,304 1,767,974 5,886,506
Due from other banks - - - 93,200 93,200
Loans and advances to customers 5,390,232 3,159,953 79,864 - 8,630,049
Finance lease receivable 345,254 - - - 345,254
Investment securities available for sale 381,150 448,053 - - 829,203
Premises and equipment 555,410 - - - 555,410
Intangible assets 49,199 - - - 49,199
Other assets 104,688 16,393 - 60 121,141

Total assets 8,324,366 6,165,194 159,168 1,861,234 16,509,962

Liabilities

Due to other banks 6,338 11 42,739 122 49,210
Customer accounts 6,363,582 3,721,730 80,359 1,850,129 12,015,800
Other liabilities 61,228 5,042 - 204 66,474
Subordinated debt - 409,118 - - 409,118
Current income tax liability 27,225 - - - 27,225
Deferred income tax liability 135,333 - - - 135,333

Total liabilities 6,593,706 4,135,901 123,098 1,850,455 12,703,160

Less fair value of currency derivatives (45,153) - - - (45,153)

Net balance sheet position, excluding
currency derivatives 1,685,507 2,029,293 36,070 10,779 3,761,649

Currency derivatives (Note 27) 2,613,530 (2,568,377) - - 45,153

Credit related commitments (Note 26) 1,803,074 816,333 66,378 1,794,651 4,480,436

The currency derivatives position in each column represents the fair value, at the balance sheet date, of
the respective currency that the Bank agreed to buy (positive amount) or sell (negative amount). The
amounts by currency are presented gross as stated in Note 27. The net total represents fair value of the
derivatives.
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25 Financial Risk Management (Continued)

Liquidity risk. Liquidity risk is defined as the risk when the maturity of assets and liabilities does not
match. The Bank is exposed to daily calls on its available cash resources from overnight deposits, current
accounts, maturing deposits, loan draw downs, guarantees and from margin and other calls on cash
settled derivative instruments. The Bank does not maintain cash resources to meet all of these needs as
experience shows that a minimum level of reinvestment of maturing funds can be predicted with a high
level of certainty. Liquidity risk is managed by the Asset/Liability Committee of the Bank.

The table below shows assets and liabilities at 31 December 2006 by their remaining contractual maturity,
unless there is evidence that any of the assets are impaired and will be settled after their contractual
maturity dates, in which case the expected date of settlement of the assets is used. Some of the assets
and liabilities, however, may be of a longer term nature; for example, loans are frequently renewed and
accordingly short term loans can have a longer term duration.

Overdue liabilities, such as term deposits not withdrawn by the Bank’s customers, are classified within the
“demand and less than 1 month” column. Overdue assets are allocated based on their expected maturity.
Certain assets which do not have a contractual maturity date, for example available for sale equity
securities, are assumed to mature on the expected date on which the assets will be realised.

The liquidity position of the Bank at 31 December 2006 is set out below.

In thousands of Kazakhstani Tenge

Demand and
less than
1 month

From 1 to
6 months

From 6 to
12 months

Over
12 months

Total

Assets

Cash and cash equivalents 8,172,118 - - - 8,172,118
Loans and advances to customers 1,787,977 6,016,414 1,307,005 2,699,349 11,810,745
Finance lease receivable - 101,765 22,912 102,080 226,757
Investment securities available for sale 691,773 1,216,867 - - 1,908,640
Premises and equipment - - - 578,322 578,322
Intangible assets - - - 43,737 43,737
Other assets 15,954 4,189 12,700 18,744 51,587

Total assets 10,667,822 7,339,235 1,342,617 3,442,232 22,791,906

Liabilities

Due to other banks 177 - - 44,965 45,142
Customer accounts 10,296,240 2,945,263 2,687,472 1,204,681 17,133,656
Other liabilities 52,108 7,236 19,882 - 79,226
Subordinated debt - - 299,888 - 299,888
Current income tax liability 16,948 - - - 16,948
Deferred income tax liability - - - 126,509 126,509

Total liabilities 10,365,473 2,952,499 3,007,242 1,376,155 17,701,369

Net liquidity surplus /(gap) 302,349 4,386,736 (1,664,625) 2,066,077 5,090,537

Cumulative net liquidity surplus /(gap)
at 31 December 2006 302,349 4,689,085 3,024,460 5,090,537

All of the Bank’s financial assets and liabilities mature within five years (2005: all maturing within five
years).
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25 Financial Risk Management (Continued)

The liquidity position of the Bank at 31 December 2005 is set out below.

In thousands of Kazakhstani Tenge

Demand and
less than
1 month

From 1 to
6 months

From 6 to
12 months

Over
12 months

Total

Assets

Cash and cash equivalents 5,875,118 11,388 - - 5,886,506
Due from other banks - 93,200 - - 93,200
Loans and advances to customers 1,591,240 5,569,576 293,755 1,175,478 8,630,049
Finance lease receivable - 86,235 42,706 216,313 345,254
Investment securities available for sale 381,150 - - 448,053 829,203
Premises and equipment - - - 555,410 555,410
Intangible assets - - - 49,199 49,199
Other assets 95,562 - - 25,579 121,141

Total assets 7,943,070 5,760,399 336,461 2,470,032 16,509,962

Liabilities

Due to other banks 6,471 42,739 - - 49,210
Customer accounts 9,621,560 271,888 928,842 1,193,510 12,015,800
Other liabilities 66,474 - - - 66,474
Subordinated debt - - - 409,118 409,118
Current income tax liability 27,225 - - - 27,225
Deferred income tax liability - - - 135,333 135,333

Total liabilities 9,721,730 314,627 928,842 1,737,961 12,703,160

Net liquidity gap (1,778,660) 5,445,772 (592,381) 732,071 3,806,802

Cumulative net liquidity gap at
31 December 2005 (1,778,660) 3,667,112 3,074,731 3,806,802

The matching and/or controlled mismatching of the maturities and interest rates of assets and liabilities is
fundamental to the management of the Bank. It is unusual for banks ever to be completely matched since
business transacted is often of an uncertain term and of different types. An unmatched position potentially
enhances profitability, but can also increase the risk of losses. The maturities of assets and liabilities and
the ability to replace, at an acceptable cost, interest-bearing liabilities as they mature, are important
factors in assessing the liquidity of the Bank and its exposure to changes in interest and exchange rates.

Management believes that in spite of a substantial portion of customers accounts being on demand,
diversification of these deposits by number and type of depositors, and the past experience of the Bank
would indicate that these customer accounts provide a long-term and stable source of funding for the
Bank.

Customer accounts are classified in the above analysis based on contractual maturities. However, in
accordance with Kazakhstan civil code, individuals have a right to withdraw their deposits prior to maturity
if they forfeit their right to accrued interest.

Liquidity requirements to support calls under guarantees and standby letters of credit are considerably
less than the amount of the commitment because the Bank does not generally expect the third party to
draw funds under the agreement. The total outstanding contractual amount of commitments to extend
credit does not necessarily represent future cash requirements, since many of these commitments will
expire or terminate without being funded.
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25 Financial Risk Management (Continued)

Interest rate risk. The Bank takes on exposure to the effects of fluctuations in the prevailing levels of
market interest rates on its financial position and cash flows. Interest margins may increase as a result of
such changes but may reduce or create losses in the event that unexpected movements arise. The table
below summarises the Bank’s exposure to interest rate risks at 31 December 2006. Included in the table
are the Bank’s assets and liabilities at carrying amounts, categorised by the earlier of contractual interest
repricing or maturity dates.

In thousands of Kazakhstani Tenge

Demand and
less than
1 month

From 1 to
6 months

From 6 to
12 months

More than
1 year

Non-
monetary

Total

Assets

Cash and cash equivalents 8,172,118 - - - - 8,172,118
Loans and advances to customers 1,787,977 6,016,414 1,307,005 2,699,349 - 11,810,745
Finance lease receivable - 101,765 22,912 102,080 - 226,757
Investment securities available

for sale 691,773 1,216,867 - - - 1,908,640
Premises and equipment - - - - 578,322 578,322
Intangible assets - - - - 43,737 43,737
Other assets 15,954 4,189 12,700 18,744 - 51,587

Total assets 10,667,822 7,339,235 1,342,617 2,820,173 622,059 22,791,906

Liabilities

Due to other banks 177 - - 44,965 - 45,142
Customer accounts 10,296,240 2,945,263 2,687,472 1,204,681 - 17,133,656
Other liabilities 52,108 7,236 19,882 - - 79,226
Subordinated debt - - 299,888 - - 299,888
Current income tax liability 16,948 - - - - 16,948
Deferred income tax liability - - - 126,509 - 126,509

Total liabilities 10,365,473 2,952,499 3,007,242 1,376,155 - 17,701,369

Net sensitivity gap 302,349 4,386,736 (1,664,625) 1,444,018 622,059 5,090,537

Cumulative net sensitivity gap at
31 December 2006 302,349 4,689,085 3,024,460 4,468,478 5,090,537
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25 Financial Risk Management (Continued)

The following table summarises the Bank’s exposure to interest rate risks at 31 December 2005 by
showing assets and liabilities in categories based on the earlier of contractual repricing or maturity dates.

In thousands of Kazakhstani Tenge

Demand
and less

than
1 month

From 1 to
6 months

From 6 to
12 months

More than
1 year

Non-
monetary

Total

Assets

Cash and cash equivalents 5,875,118 11,388 - - - 5,886,506
Due from other banks - 93,200 - - - 93,200
Loans and advances to customers 1,591,240 5,569,576 293,755 1,175,478 - 8,630,049
Finance lease receivable - 86,235 42,706 216,313 - 345,254
Investment securities available for

sale 381,150 - - 448,053 - 829,203
Premises and equipment - - - - 555,410 555,410
Intangible assets - - - - 49,199 49,199
Other assets 95,562 - - 25,579 - 121,141

Total assets 7,943,070 5,760,399 336,461 1,865,423 604,609 16,509,962

Liabilities

Due to other banks 6,471 42,739 - - - 49,210
Customer accounts 9,621,560 271,888 928,842 1,193,510 - 12,015,800
Other liabilities 66,474 - - - - 66,474
Subordinated debt - - - 409,118 - 409,118
Current income tax liability 27,225 - - - - 27,225
Deferred income tax liability - - - 135,333 - 135,333

Total liabilities 9,721,730 314,627 928,842 1,737,961 - 12,703,160

Net sensitivity gap (1,778,660) 5,445,772 (592,381) 127,462 604,609 3,806,802

Cumulative net sensitivity gap at
31 December 2005 (1,778,660) 3,667,112 3,074,731 3,202,193 3,806,802

The Bank is exposed to cash flow interest rate risk, principally through assets and liabilities for which
interest rates are reset as market rates change. Such assets and liabilities are primarily presented in the
above table as being repriced in the short-term. The Bank is exposed to fair value interest rate risk as a
result of assets and liabilities at fixed interest rates; these are primarily presented in the above table as
being repriced in the long-term. In practice, interest rates that are contractually fixed on both assets and
liabilities are usually renegotiated to reflect current market conditions.

The Board of Directors monitors on a daily basis and sets limits on the level of mismatch of interest rate
repricing that may be undertaken. In the absence of any available hedging instruments, the Bank
normally seeks to match its interest rate positions.
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25 Financial Risk Management (Continued)

The table below summarises the effective interest rates by major currencies for major debt instruments.
The analysis has been prepared based on period-end effective rates used for amortisation of the
respective assets/liabilities.

200 6 2005
In % p.a. USD Tenge Euro Other USD Tenge Euro Other

Assets
Cash and cash equivalents 4.9 4.1 1.8 2.7 0.8 0.0 0.0 0.5
Due from other banks - - - - - - - 7.5
Loans and advances to customers 10.8 11.0 5.9 3.0 12.8 11.4 7.3 -
Finance lease receivable - 12.1 - - - 12.1 - -
Investment securities available for sale 12. 6 3.3 - - 8.3 2.17 - -

2006 2005
In % p.a. USD Tenge Euro Other USD Tenge Euro Other

Liabilities
Due to other banks - - 6.0 - 4.2 0.7 4.2 0.0
Customer accounts
- current and settlement accounts 0.1 0.7 - - 0.1 0.4 0.0 0.0
- term deposits of individuals 4.0 7.0 4.3 3.1 6.5 8.5 6.5 3.6
- term deposits of legal entities 0.3 1.7 5.5 - 3.0 1.7 - -
Subordinated debt 6.0 - - - 6.0 - - -

The sign “-“ in the table above means that the Bank does not have the respective assets or liabilities in
corresponding currency.

26 Contingencies and Commitments

Legal proceedings. From time to time and in the normal course of business, claims against the Bank are
received. On the basis of its own estimates and internal professional advice the Management is of the
opinion that no material losses will be incurred in respect of claims and accordingly no provision has been
made in these financial statements.

Tax legislation. Kazakhstani tax, currency and customs legislation is subject to varying interpretations,
and changes, which can occur frequently. Management’s interpretation of such legislation as applied to
the transactions and activity of the Bank may be challenged by tax authorities.

Recent events within Kazakhstan suggest that the tax authorities may be taking a more assertive position
in their interpretation of the legislation and assessments, and it is possible that transactions and activities
that have not been challenged in the past may be challenged by tax authorities. As a result, significant
additional taxes, penalties and interest may be assessed. Fiscal periods remain open to review by the
authorities in respect of taxes for five calendar years preceding the year of review. Under certain
circumstances reviews may cover longer periods.

Credit related commitments. The primary purpose of these instruments is to ensure that funds are
available to a customer as required. Guarantees and standby letters of credit, which represent irrevocable
assurances that the Bank will make payments in the event that a customer cannot meet its obligations to
third parties, carry the same credit risk as loans. Documentary and commercial letters of credit, which are
written undertakings by the Bank on behalf of a customer authorising a third party to draw drafts on the
Bank up to a stipulated amount under specific terms and conditions, are collateralised by the underlying
shipments of goods to which they relate or cash deposits and therefore carry less risk than a direct
borrowing.
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26 Contingencies and Commitments (Continued)

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

In thousands of Kazakhstani Tenge Note 2006 2005

Undrawn credit lines 4,293,591 2,295,632
Import letters of credit 15 2,998,480 1,836,512
Guarantees issued 387,103 324,542
Export letters of credit 13,723 34,925

Less: Provision for losses on credit related commitments 16 (4,971) (11,175)

Total credit related commitments 7,687,926 4,480,436

The total outstanding contractual amount of undrawn credit lines, letters of credit, and guarantees does
not necessarily represent future cash requirements, as these financial instruments may expire or
terminate without being funded. Fair value of credit related commitments was Tenge 1,945 thousand at
31 December 2006 (2005: Tenge 1,170 thousand).

Credit related commitments are denominated in currencies as follows:

In thousands of Kazakhstani Tenge 2006 2005

Tenge 3,543,723 1,803,074
US Dollars 2,038,491 816,333
Russian Roubles 2,027,167 1,794,651
Euro 78,545 66,378

Total 7,687,926 4,480,436

27 Derivative Financial Instruments

Foreign exchange derivative financial instruments entered into by the Bank are generally traded in an
over-the-counter market with professional market counterparties on standardised contractual terms and
conditions. Derivatives have potentially favourable (assets) or unfavourable (liabilities) conditions as a
result of fluctuations in market interest rates, foreign exchange rates or other variables relative to their
terms. The aggregate fair values of derivative financial assets and liabilities can fluctuate significantly
from time to time.

The table below sets out fair values, at the balance sheet date, of currencies receivable or payable under
foreign exchange forwards contracts entered into by the Bank. The table reflects gross positions before
the netting of any counterparty positions and covers the contracts with settlement dates after the
respective balance sheet date. The contracts are short term in nature.
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27 Derivative Financial Instruments (Continued)

2006 2005

In thousands of Kazakhstani Tenge
Note Net asset

forwards
Net liability

forwards
Net asset
forwards

Net liability
forwards

Foreign exchange forwards: fair values,
at the balance sheet date, of

- USD receivable on settlement (+) - 444,253 408,298 -
- USD payable on settlement (-) - (3,578,782) (2,976,675) -
- Tenge receivable on settlement (+) - 3,575,850 3,005,461 -
- Tenge payable on settlement (-) - (476,000) (391,931) -

Net fair value of foreign exchange
forwards 13,16 - (34,679) 45,153 -

28 Fair Value of Financial Instruments

Fair value is the amount at which a financial instrument could be exchanged in a current transaction
between willing parties, other than in a forced sale or liquidation, and is best evidenced by an active
quoted market price.

The estimated fair values of financial instruments have been determined by the Bank using available
market information, where it exists, and appropriate valuation methodologies. However, judgement is
necessarily required to interpret market data to determine the estimated fair value. The Republic of
Kazakhstan continues to display some characteristics of an emerging market and economic conditions
continue to limit the volume of activity in the financial markets. Market quotations may be outdated or
reflect distress sale transactions and therefore not represent fair values of financial instruments.
Management has used all available market information in estimating the fair value of financial
instruments.

Financial instruments carried at fair value. Investment securities available for sale and financial
derivatives are carried on the balance sheet at their fair value. Cash and cash equivalents are carried at
amortised cost which approximates current fair value.

Loans and receivables carried at amortised cost. The estimated fair value of fixed interest rate
instruments is based on estimated future cash flows expected to be received discounted at current
interest rates for new instruments with similar credit risk and remaining maturity. Refer to Notes 8, 9 and
10 for the estimated fair values of due from other banks, loans and advances to customers and finance
lease receivables, respectively.

Liabilities carried at amortised cost. The fair value is based on quoted market prices, if available. The
estimated fair value of fixed interest rate instruments with stated maturity, for which a quoted market price
is not available, was estimated based on expected cash flows discounted at current interest rates for new
instruments with similar credit risk and remaining maturity. The fair value of liabilities repayable on
demand or after a notice period (“demandable liabilities”) is estimated as the amount payable on demand,
discounted from the first date that the amount could be required to be paid. Refer to Notes 14, 15 and 17
for the estimated fair values of due to other banks, customer accounts and subordinated debt,
respectively.

Derivative financial instruments. All derivative financial instruments are carried at fair value as assets
when the fair value is positive and as liabilities when the fair value is negative. Their fair values are based
on observable market prices. Refer to Note 3 and 27.
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29 Related Party Transactions

For the purposes of these financial statements, parties are considered to be related if one party has the
ability to control the other party, is under common control, or can exercise significant influence over the
other party in making financial or operational decisions. In considering each possible related party
relationship, attention is directed to the substance of the relationship, not merely the legal form.

At 31 December 2006 and 2005, the outstanding balances with related parties were as follows:

31 December 2006 31 December 2005

In thousands of Kazakhstani Tenge

Share-
holder

Members
of the
Board

Share-
holder

Members
of the
Board

Cash and cash equivalents (contractual interest rate:
2006: 2%; 2005: 5.25-7.25%) 134,682 - 359,879 -

Gross amount of loans and advances to customers (contractual
interest rate: 2006: 11-14%; 2005: 11-14%) - 38,578 - 32,084

Provision for loan impairment - (1,892) - (1,589)

Due to other banks 52 - 6,349 -

Customer accounts (contractual interest rate: 2006:6.5-9%
2005: 3.5-9%) - 10,456 - 10,379

Subordinated debt (contractual interest rate:
2006: 0.12%; 2005: 0.12-4.78%) 299,888 - 409,118 -

The income and expense items with related parties for the year 2006 and 2005 were as follows:

2006 2005

In thousands of Kazakhstani Tenge

Share-
holder

Members
of the
Board

Share-
holder

Members
of the
Board

Interest income 10,155 3,889 11,370 1,948
Interest expense 34,296 701 20,694 392
Provision for loan impairment during the year - 304 - 1,498

At 31 December 2006 and 2005, other rights and obligations with related parties were as follows:

31 December 2006 31 December 2005

In thousands of Kazakhstani Tenge

Share-
holder

Members
of the
Board

Share-
holder

Members
of the
Board

Guarantees received by the Bank at the year end - 74,285 - 86,911
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29 Related Party Transactions (Continued)

Aggregate amounts lent to and repaid by related parties during 2006 and 2005 were:
2006 2005

In thousands of Kazakhstani Tenge

Share-
holder

Members
of the
Board

Share-
holder

Members
of the
Board

Amounts lent to related parties during the period - 40,490 - 47,243
Amounts repaid by related parties during the period - 32,810 - 18,685

The Bank’s policy is to lend funds to related parties if they have an appropriate credit history and provide
sufficient guarantees from third parties or pledge collateral valued in excess of the committed credit lines.

In 2006, the remuneration of members of the Board comprised salaries, discretionary bonuses and other
short-term benefits totalling to Tenge 132,153 thousand (2005: Tenge 78,824 thousand).


