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JSC HALYK BANK

STATEMENT OF MANAGEMENT’S RESPONSIBILITIES FOR THE PREPARATION
AND APPROVAL OF THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2007 AND 2006

The following statement, which should be read in conjunction with independent auditors’ responsibilities
stated in the independent auditors’ report, is made with a view to distinguishing the respective
responsibilities of management and those of the independent auditors in relation to the consolidated
financial statements of JSC Halyk Bank and its subsidiaries (the “Group™).

Management is responsible for the preparation of the consolidated financial statements that present fairly
the financial position of the Group at 31 December 2007 and 2006, the results of its operations, cash flows

and changes in equity for the years then ended, in accordance with International Financial Reporting
Standards (“IFRS™).

In preparing the consolidated financial statements, management is responsible for:

e Selecting suitable accounting principles and applying them consistently;
e Making judgments and estimates that are reasonable and prudent;
e Stating whether IFRS have been followed; and

* Preparing the consolidated financial statements on a going concern basis, unless it is inappropriate
to presume that the Group will continue in business for the foreseeable future.

Management is also responsible for:

e Designing, implementing and maintaining an effective and sound system of internal controls,
throughout the Group;

e Maintaining proper accounting records that disclose, with reasonable accuracy at any time, the
financial position of the Group, and which enable them to ensure that the consolidated financial
statements of the Group comply with [FRS;

s Maintaining statutory accounting records in compliance with legislation and accounting standards
of Kazakhstan;

s Taking such steps as are reasonably available to them to safeguard the assets of the Group; and
¢ Detecting and preventing fraud, errors and other irregularities.

On bél'j.alfi Iof fh‘éf.Méiiagement Board:
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INDEPENDENT AUDITORS’ REPORT

To the Shareholders and the Board of Directors of JSC Halyk Bank:
Report on the consolidated financial statements

We have audited the accompanying consolidated financial statements of JSC Halyk Bank and its
subsidiaries (the “Group™), which comprise the consolidated balance sheets as at 31 December 2007 and
2006, and the consolidated income statements, the consolidated statements of changes in equity and cash
flows for the vears then ended, and a summary of significant accounting policies and other explanatory
notes.

Management’s responsibility for the consolidated financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards. This responsibility includes:
designing, implementing and maintaining internal control relevant to the preparation and fair presentation of
consolidated financial statements that are free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit.
We conducted our audit in accordance with International Standards on Auditing. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the consolidated financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Member of

Audit.Tax.Consulting . Financial Advisory. Deloitte Touche Tohmatsu




Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects the financial
position of the Group as at 31 December 2007 and 2006, and its financial performance and cash flows for the
years then ended in accordance with International Financial Reporting Standards.
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Nurlan Bekenov

Decos/sre, 20~

Engagement Partner
Deloitte, LLP 6 o Qualified auditor
State license on auditing of Kazakhsteg s, & of the Republic of Kazgk

Number 0000015, type MFU-2, given by Qualification certificgte’ N

the Ministry of Finance of Kazakhstan General Diregt
dated 13 September 2006 Deloitte, L
3 March 2008

Almaty, Kazakhstan




JSC HALYK BANK

CONSOLIDATED BALANCE SHEETS
AS AT 31 DECEMBER 2007 AND 2006
(Millions of Kazakhstani Tenge)

ASSETS
Cash and cash equivalents
Obligatory reserves
Financial assets at fair value through profit or loss
Amounts due from credit institutions
~ Available-for-sale investment securities
Loans to customers
Property and equipment
Goodwill
Intangible assets
Insurance assets
Other assets

TOTAL ASSETS

LIABILITIES AND EQUITY
LIABILITIES
Amounts due to customers
Amounts due to credit institutions
Financial liabilities at fair value through profit or loss
Debt securities issued
Provisions
Deferred tax liability
Insurance liabilities
Other liabilities

Total liabilities
EQUITY
Share capital
Share premium reserve
Treasury shares
Retained earnings and other reserves
Minority interest

Total equity

TOTAL LIABILITIES AND EQUITY

ement Board:

Grigory A. jMarchm’ko :
Chairman of the Board
\: .

The notes on pages ¥1to 69fcrrman integral part of these consolidated fimancial statements.
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31 December

31 December

2007 2006
255,245 127,799
87,268 55,106
48,073 53,195
3,398 2,049
107,839 123,339
1,040,273 596,216
22,766 16,412
3,265 3,265
3,841 1,538
3,886 5,626
19,221 6,814
1,595,075 991,359
935,429 597,935
247,452 118,719
2,851 10
224,886 134,413
1,885 3,021
3,897 2,530
7,389 7,535
10,261 6,569
1,434,050 870,732
65,531 60,684
1,952 2,183
(66) (38)
92,253 56,736
159,670 119,565
1,355 1,062
161,025 120,627
1,595,075 991,359




JSC HALYK BANK

CONSOLIDATED INCOME STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2007 AND 2006
(Millions of Kazakhstani Tenge, except for earnings per share which is in Tenge)

Notes  Year ended Year ended
31 December 31 December
2007 2006
Interest income 23 132,566 80,647
Interest expense 23 (61,532) (34,184)
NET INTEREST INCOME BEFORE IMPAIRMENT CHARGE 71,034 46,463
Impairment charge 18 (22,184) (8,331)
NET INTEREST INCOME 48,850 38,132
Fee and commission income 24 25,428 22,064
Fee and commission expense 24 (1,255) (929)
Fees and commissions, net 24,173 21,135
Net gain/(loss) from financial assets and liabilities at fair value
through profit or loss 25 3,365 (193)
Net realized gain from available-for-sale investment securities 623 202
Net gain on foreign exchange operations 26 5,447 3,440
Insurance underwriting income 27 5,920 664
Share of (loss)/income of associates (€30 167
Other income 1,817 1,025
OTHER NON-INTEREST INCOME ‘ 17,141 5,305
Operating expenses 28 (37,842) (28,116)
Recoveries of provisions/(provisions) 18 997 (752)
Insurance claims incurred, net of reinsurance 13 (2,152) (103)
NON-INTEREST EXPENSES (38,997) (28,971)
INCOME BEFORE INCOME TAX EXPENSE 51,167 35,601
Income tax expense 19 (10,642) (8,442)
NET INCOME 40,525 27,159
Attributable to:
Minority interest 428 500
Preferred shareholders 3,883 2,764
Common shareholders 36,214 23,895
27,159
Basic earnings per share (in Kazakhstani Tenge) 26.43
17.73

Diluted earnings per share (in Kazakhstani Tenge)

3 March 20}558 .

\\ v o A 4 b ;:,\‘l\-"_ o ‘,1:
The notes on pages:11.t6. 69 form an integral part of these consolidated fmang;_@t_-gt@éments.




JSC HALYK BANK

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED 31 DECEMBER 2007 AND 2006
(Millions of Kazakhstani Tenge)

Share Capital
Notes Common Non- Convertible Share Treasury Cumulative Revaluation Property and Retained Total Minority
Shares Convertible Preferred Premium Shares translation reserve of equipment
Preferred Shares Reserve reserve* available-for- revaluation
Shares sale reserve*
investment
securities*

Total
Earnings* Interest Equity

31 December 2006 44,977 2,474 13,233 2,183 (38)

Exchange differences on
translation of foreign
operations - -

- 258 285 56,193 119,565 1,062 120,627

- - - 78 - - - 78 - 78
(Loss)/gainon revaluatior

of available-for -sale

investment securities, r

of tax of nil tenge - - - - - - (6) - - (6) 16 10

Net (loss)/income
recognized directly in
equity - - - - - 78 (6) - - 72 16 88
Transfers (net of any
related tax):
Gains transferred to
income statement on
sale of available-for-
sale investment
securities - - - - - - (623) - - (623) (1) (624)
Release of property ai
equipment revaluatic
reserve on disposal of
previously revalued
assets - -

- - - - - (@) 7 - - B
Net income - -

- - - - - 40,097 40,097 428 46,52

Total recognized income

and expense - - - - - 78 (629) @ 40,104 39,546 443 39,989

Common shares issued 21 4,847 - -

Treasury shares purchased21 - - (231) (28)
Dividends — common

- - - - 4,847 - 4,847

- - - - (259) - (259)
shares - - - - - - - (2,450) (2,450) - (2,450)
Dividends — preferred
shares -

- - - - - (1,579) (1,579) (1,579)
Dividends of subsidiaries - -

- - - - - (150 (150)
31 December 2007 49,824 2,474 13,233 1,952 (66) 78 (371) 278 92,268 159,670 1,355 161,025




JSC HALYK BANK

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (CONTI NUED)
FOR THE YEARS ENDED 31 DECEMBER 2007 AND 2006
(Millions of Kazakhstani Tenge)

Share Capital
Notes Common Non- Convertible Share Treasury
Shares Convertible Preferred Premium Shares
Preferred Shares Reserve
Shares

31 December 2005 14,222 2,474 12,320 2,192

Cumulative
translation

(16)

reserve*

Revaluation
reserve of
available-for-
sale
investment
securities*

301

Property and
equipment
revaluation

reserve*

290

Retained
Earnings*

32,215

Total

63,998

Minority
Interest

446

Total
Equity

64,444

Gain on revaluation of
available-for -sale
investment securities,
net of tax of nil tenge - - -

159

159

159

Net income recognized
directly in equity - - -
Transfers (net of any
related tax):
Gains transferred to
income statement ¢
sale of available-for-
sale investment
securities - -
Release of property
and equipment
revaluation reserve
on disposal of
previously revalued
assets - -

Net income - -

159

(202)

®)

26,659

159

(202)

26,659

500

159

(202)

2B15

Total recognized income
and expense - -

(43)

©)

26,664

26,616

500

27,116




JSC HALYK BANK

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (CONTINUED)
FOR THE YEARS ENDED 31 DECEMBER 2007 AND 2006
(Millions of Kazakhstani Tenge)

Notes
Common shares issued 21
Preferred shares issued 21

Treasury shares purchased 21
Dividends — common

shares
Dividends — preferred

shares
Dividends of subsidiaries
Changes in minority

interest share of net

assets

31 December 2006

Share Capital
Common Non- Convertible Share Treasury Cumulative Revaluation Property and Retained Total Minority Total
Shares Convertible Preferred Premium Shares translation reserve of equipment Earnings* Interest Equity
Preferred Shares Reserve reserve® available-for- revaluation
Shares sale Reserve*
investment
Securities*
30,755 - - - - - - - - 30,755 - 30,755
- 913 - - - - - - 913 - 913
- - - &) (22) - - - - (31 - 3D
- - - - - - - - (1,331) (1,331) - (1,331)
- - - - - - - - (1,355) (1,355) - (1,355)
- - - - - - - - - - (58) (58)
- - - - - - - - - - 174 174
44,977 2474 13,233 2,183 (38) - 258 285 56,193 119,565 1,062 120,627

* These amounts are included within Retained camings and other reserves in the consolidated balance sheet.




JSC HALYK BANK

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED 31 DECEMBER 2007 AND 2006
(Millions of Kazakhstani Tenge)

Notes Year ended Year ended
31 December 31 December
2007 2006
CASH FLOWS FROM OPERATING ACTIVITIES:
Income before income tax expense 51,167 35,601
Adjustments for:
Impairment charge 18 22,184 8,331
(Recoveries of provisions)/provisions 18 (997) 752
Depreciation and amortization expenses 28 3,366 712,3
(Gain)/loss from disposal of property and equipment
and other assets 97) 277)
Claims incurred 13 2,152 103
Change in unearned insurance premiums reserve 13 0 65 944
Net (gain)/loss from financial assets and liatabtat fair value
through profit and loss (3,365) 193
Other (592) (167)
Unrealized foreign exchange loss/(gain) 501 (366)
Cash flows from operating activities before charigeset
operating assets 74,969 47,485
Changes in operating assets and liabilities:
(Increase)/decrease in operating assets:
Obligatory reserves (32,639) (48,471)
Financial assets at fair value through profit @slo 7,545 (3,665)
Amounts due from credit institutions (1,429) 1,399
Loans to customers (483,741) (197,456)
Insurance assets (1,062) (521)
Other assets (1,382) (1,945)
Increase/(decrease) in operating liabilities:
Financial liabilities at fair value through profit loss 2,841 8
Amounts due to customers 349,981 282,260
Amounts due to credit institutions 134,867 10,286
Insurance liabilities (146) 889
Other liabilities 2,936 2,929
Net cash flows from operating activities beforeoime
taxes 52,740 93,198
Income tax paid (8,599) (5,791)
Net cash flows from operating activities 44,141 87,407
CASH FLOWS FROM INVESTING ACTIVITIES:
Acquisition of subsidiaries, net of cash acquired - (5,219)
Purchase and prepayment for property and equiparehintangibl:
assets (24,018) (8,584)
Proceeds from sale of property and equipment 650 1,100
Proceeds from sale of available-for-sale investrsentirrities 105,728 900
Purchase of available-for-sale investment secaritie (90,256) (109,630)
Net cash flows used in investing activities (7,896) (121,433)




JSC HALYK BANK

CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)
FOR THE YEARS ENDED 31 DECEMBER 2007 AND 2006
(Millions of Kazakhstani Tenge)

Notes Year ended Year ended
31 December 31 December
2007 2006
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from common shares issued 21 4,847 30,755
Proceeds from preferred shares issued 21 - 913
Purchase of treasury shares (259) (€2))]
Dividends paid 4,179) (2,744)
Proceeds from debt securities issued 118,467 79,991
Redemption of debt securities issued (22,553) (2,347)
Net cash flows from financing activities 96,323 106,537
Effect of changes in foreign exchange rate fluctuations on cash and
cash equivalents (5,122) (1,814)
Net change in cash and cash equivalents 127,446 70,697
CASH AND CASH EQUIVALENTS, beginning of the year 127,799 57,102
CASH AND CASH EQUIVALENTS, end of the year 3 255,245 127,799
SUPPLEMENTARY INFORMATION:
Interest received . 103,762 76,070
Interest paid 68,366 27,791

5i S M
Grigory.A. Marchenko, i Pavel A/
Chairman of the Board: "/ fAcco

3 March 2008

T~

The notes on ;Sé”gé?fo to 69 form an integral part of these consolidated financiat'statements.
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JSC HALYK BANK

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2007 AND 2006
(Millions of Kazakhstani Tenge)

1.

PRINCIPAL ACTIVITIES

JSC Halyk Bank (the “Bank”) and its subsidiariesg@ther the “Group”) provide retail and corporate
banking services principally in Kazakhstan, Russid Kyrgyzstan, and pension asset management
and insurance services in Kazakhstan. The Bank im@sporated in 1995 and is domiciled in
Kazakhstan. The Bank operates under a general rmarliGence renewed by the Agency for
Regulation and Supervision of Financial Markets dfidancial Organizations of Kazakhstan
("“FMSA”) on 30 September 2005. The Bank also pas=sedicences for securities operations and
custody services from the FMSA, which was renewed® February 2004. The Bank is a member of
the obligatory deposit insurance system providedtiy JSC Kazakhstani Fund for Deposits
Guarantee.

The Bank’s primary business includes originatingnie and guarantees, attracting deposits, trading in
securities and foreign currencies, executing terssfcash and credit card operations and rendering
other banking services to its customers. In additihe Bank acts as the government’'s agent in
channelling various budgetary payments and pensionsgh its nationwide network.

The Bank has a primary listing with the Kazakhs&iock Exchange (*KASE”). In addition, certain

of the Bank’s debt securities issued are primalisyed on the Luxembourg and London Stock
Exchanges. The Bank has also sold Global DeposRemgeipts (“GDRs”) through a listing on the
London Stock Exchange. The Group’s controlling shatder JSC Holding Group Almex (“Almex”),
sold 17.69% of its share in the Group’s equity tigto the GDR issuance, and obtained the proceeds
from this issuance.

As at 31 December 2007 the Group was controlledAlogex via its 62.09% share of all Bank’s
outstanding shares (2006 — 64.34%). The Grouptimately controlled by Timur Kulibayev and his
wife Dinara Kulibayeva.

As at 31 December 2007 the Bank operated througghetad office in Almaty and its 22 regional
branches, 127 sub-regional offices and 473 casttersent units (2006 - 19, 127 and 428,
respectively) located throughout Kazakhstan. Thdress of the Bank’s registered office is: 97
Rozybakiyev Street, Almaty, 050046, Kazakhstan.

The consolidated financial statements were authdrier issue by the Management Board of the
Bank on 3 March 2008.

BASIS OF PRESENTATION
Accounting basis

The consolidated financial statements have begmaped in accordance with International Financial
Reporting Standards (“IFRS”) and Interpretationsuéxd by the International Financial Reporting
Interpretations Committee (“IFRIC").

These consolidated financial statements are predentmillions of Kazakhstani Tenge (“KZT” or
“Tenge”), except for earning per share amountsuaness otherwise indicated.

The consolidated financial statements have begmaped under the historical cost convention except
for certain financial instruments that are accodrite at fair value and insurance liabilities whigte
accounted for based on actuarial calculations angepty and equipment which are carried at re-
valued cost less depreciation as described indbeuating policies below.

11



Functional currency

Items included in the financial statements of eaafity of the Group are measured using the currency
that best reflects the economic substance of tldenlying events and circumstances relevant to that
entity (the “functional currency”). The reportingreency of the consolidated financial statements is
the KZT.

Consolidated Subsidiaries

These consolidated financial statements includéalf@ving subsidiaries:

Subsidiary Holding, % Country Industry
31 December 31 December
2007 2006
JSC Halyk Leasing 100 100 Kazakhstan Leasing
JSC Kazteleport 100 100 Kazakhstan Telecommunication
HSBK (Europe) B.V. 100 100 Netherlands Issue aadghent of
Eurobonds
0JSC Halyk Bank 100 100 Kyrgyzstan Banking
Kyrgyzstan
JSC Halyk Finance 100 100 Kazakhstan Broker ankbdea
Activities
LLP Halyk Inkassatsiya 100 100 Kazakhstan Cash daliec
Services
JSC Halyk Life 100 100 Kazakhstan Life insurance
JSC Halyk Capital 100 100 Kazakhstan Broker andbdea
Activities
LLP NBK-Finance 100 100 Russia Broker and dealer
Activities
JSC Kazakhinstrakh 98 98 Kazakhstan Insurance
JSC Accumulated 85 85 Kazakhstan Pension assets
Pension fund of Halyk accumulation and
Bank management
JSC NBK Bank 100 100 Russia Banking
LLP Halyk Dornod 100 - Mongolia  Banking
LLP Halyk Astana 100 - Mongolia  Broker and dealer
Dornod Activities

During 2007, the Group established two subsididriddongolia LLP Halyk Dornod and LLP Halyk
Astana Dornod. Share capital of LLP Halyk Dornod &hP Halyk Astana Dornod are equal to KZT
1.2 million and KZT 1.2 million, respectively. As 81 December 2007 registered activities of both
subsidiaries include only external and internaldimg. LLP Halyk Dornod was registered in
accordance with Mongolian law with the purpose bfaming a licence for provision of banking
services. LLP Halyk Astana Dornod was also regesten accordance with Mongolian law with the
purpose of obtaining a licence to provide brokeat dealer services.

Associates

The following associate is accounted for underettpgity method:

Associate Holding, Country Activity Share in Total Total Equity Total
% net loss assets liabilities revenue

As at 31 December 2007 and for the year then ended
JSC Processing

Center 25.14 KazakhstanProcessing (31) 606 15 591 45
As at 31 December 2006 and for the year then ended
JSC Processing

Center 25.14 KazakhstanProcessing (28) 737 19 718 46

Investments in associate is classified within otmets.

12



SIGNIFICANT ACCOUNTING POLICIES

Basis of consolidation

The consolidated financial statements incorporagefinancial statements of the Bank and entities
controlled by the Bank (its subsidiaries). Contsoachieved where the Bank has the power to govern
the financial and operating policies of an invegiréty so as to obtain benefits from its actiwtie

The results of subsidiaries acquired or disposeduning the year are included in the consolidated
income statement from the effective date of actjaisior up to the effective date of disposal, as
appropriate.

Where necessary, adjustments are made to the f@hastatements of subsidiaries to bring the
accounting policies used into line with those usgdhe Group.

All significant intra-group transactions, balanceiscome and expenses are eliminated on
consolidation.

The difference, if any, between the carrying amafnminority interest and the amount received on
its purchase is recognized in equity attributabléhe equity holders of the parent.

In translating the financial statements of a fomegubsidiary into the presentation currency for
incorporation in the consolidated financial statatag the Group follows a translation policy in
accordance with International Accounting StandardThe Effects of Changes in Foreign Exchange
Rates” and performs the following procedures:

« Assets and liabilities, both monetary and non-manyetof the foreign entity are translated
at closing rate;

* Income and expense items of the foreign entitytrameslated at exchange rates at the dates
of transactions;

* Equity items of the foreign entity are translated exchange rates at the dates of
transactions;

« All resulting exchange differences are classifiesl emuity until the disposal of the
investment; and

¢ On disposal of the investment in the foreign entiéyated exchange differences are
recognized in the consolidated income statement.

Business combinations

The assets, liabilities and contingent liabilitedfsa subsidiary are measured at their fair valugbe
date of acquisition. Any excess of the cost of &itjon over the fair values of the identifiabletne
assets acquired is recognized as goodwill. Anycaafcy of the cost of acquisition below the fair
values of the identifiable net assets acquired. (@iscount on acquisition) is credited to the
consolidated income statement in the period of adipn.

The minority interest is initially measured at thenority’s proportion of the fair values of the ats
liabilities and contingent liabilities recognizedihe equity and net income attributable to equity
holders of the parent and attributable to minositiareholders’ interests are shown separately in the
consolidated balance sheet and income statemsptatvely.

The Group accounts for increases in ownershipafrarolled entity by revaluing all identified asset
and liabilities of the subsidiary to fair value tae date of exchange in proportion to the amounts
attributable to the additional interest acquirgdoodwill is recognized for any excess of the cdst o
the increase over the Group’s interest in the aietvilue of the identifiable assets and liabiitie

For a business combination involving an entity asibess under common control, all assets and
liabilities of the subsidiary are measured at thgying values recorded in the stand-alone findncia
statements of the subsidiary. The difference beatvike carrying value of the acquired share in net
assets of the subsidiary and the cost of acquiséie recorded directly in equity attributable he t
equity holders of the parent.

13



Investments in associates

An associate is an entity over which the Groumia position to exercise significant influence, isut
neither a subsidiary nor a joint venture. Significanfluence is the power to participate in the
financial and operating policy decisions of thedstee but is not control or joint control over thos
policies.

The results and assets and liabilities of assaciate incorporated in these consolidated financial
statements using the equity method of accountingedtments in associates are carried in the
consolidated balance sheet at cost as adjustedofuawill and for post-acquisition changes in the
Group’s share of the net assets of the associass, dny impairment in the value of individual
investments. Losses of the associates in excesiseoGroup’s interest in those associates are not
recognized.

Any excess of the cost of acquisition over the @tewshare of the fair values of the identifiable
assets, liabilities and contingent liabilities b&tassociate at the date of acquisition is receghés
goodwill. The goodwill is included in the carryirgmount of the investment and is assessed for
impairment as part of the investment. Any deficienf the cost of acquisition below the Group’s
share of the fair values of the identifiable asd@bilities and contingent liabilities of the asfate at

the date of acquisition (i.e. discount on acquisitiis credited in the consolidated income statémen
in the period of acquisition.

Where a Group company transacts with an assodidke @roup, profits and losses are eliminated to
the extent of the Group’s interest in the rele\as#ociate.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash on hamnestricted balances on correspondent accounts
and amounts due from credit institutions and reseepo agreements with original maturities within
90 days. For purposes of determining cash flows, dbligatory reserve required by the National
Bank of Kazakhstan (“NBK”) is not included as altasd cash equivalent due to restrictions on its
availability.

Obligatory Reserves

Obligatory reserves represent funds in correspanaiegounts with the NBK and cash which are not
available to finance the Group’s day to day operetiand, hence, are not considered as part of cash
and cash equivalents for the purpose of the catestelil cash flow statement.

Amounts Due from Credit Institutions

In the normal course of business, the Group maistailirrent accounts or deposits for various periods
of time with other banks. Amounts due from credistitutions with a fixed maturity term are
subsequently measured at amortized cost usingffibetiee interest method. Those that do not have
fixed maturities are carried at cost. Amounts duemf credit institutions are carried net of any
allowance for impairment.

Recognition and measurement of financial instrumersgt

The Group recognizes financial assets and liadsliton its consolidated balance sheet when it
becomes a party to the contractual obligationdefinstrument. Regular way purchases and sales of
financial assets and liabilities are recognizedgsettlement date accounting. Regular way purshase
of financial instruments that will be subsequentigasured at fair value between trade date and
settlement date are accounted for in the same w&yracquired instruments.

Financial assets and liabilities are initially rgnzed at fair value plus, in the case of a finahasset

or financial liability not at fair value through gdit or loss, transaction costs that are directly
attributable to acquisition or issue of the finaha@sset or financial liability. The accounting ipms

for subsequent re-measurement of these items seosied in the respective accounting policies set
out below.

14



Fair Values

Financial instruments that are classified at falue through profit or loss or available for saed all
derivatives, are stated at fair value. The failugaof such financial instruments is the estimated
amount at which the instrument could be exchangeal ¢urrent transaction between willing parties,
other than in a forced or liquidation sale. If aotpd market price is available for an instrumemeg, t
fair value is calculated based on the market pi¢ben valuation parameters are not observable in
the market or cannot be derived from observableketgorices, the fair value is derived through
analysis of other observable market data apprapfaateach product and pricing models which use a
mathematical methodology based on accepted finath&aries. Pricing models take into account the
contract terms of the securities as well as manketd valuation parameters, such as interest rates,
volatility, exchange rates and the credit ratingtted counterparty. Where market-based valuation
parameters are not directly observable, manageménnake a judgement as to its best estimate of
that parameter in order to determine a reasonafflection of how the market would be expected to
price the instrument. The best evidence of falue@f a financial instrument at initial recognitics

the transaction price unless the instrument isenadd by comparison with data from observable
markets. Any difference between the transactiacend the value based on a valuation technique is
not recognized in the consolidated income stateroantnitial recognition. Subsequent gains or
losses are only recognized to the extent thatsearfrom a change in a factor that market pasitip
would consider in setting a price.

The Group considers that the accounting estimdétedkto valuation of financial instruments where

quoted markets prices are not available is a keycgoof estimation uncertainty because: (i) it is

highly susceptible to change from period to perisecause it requires management to make
assumptions about interest rates, volatility, ergearates, the credit rating of the counterparty,
valuation adjustments and specific feature of thadactions and (ii) the impact that recognising a
change in the valuations would have on the aseptsted on its consolidated balance sheet as well a
its profit/(loss) could be material.

Had management used different assumptions regatbegnterest rates, volatility, exchange rates,
the credit rating of the counterparty and valuatahjustments, a larger or smaller change in the
valuation of financial instruments where quoted keaiprices are not available would have resulted
that could have had a material impact on the Gogported net income.

The table below summarises the Group’s financisétssand liabilities held at fair value by valuatio
methodology at 31 December 2007:

Balance sheet Quoted Internal Total
category prices in models based
active on market
markets prices
Assets:

Financial assets at fair Debt financial instruments
value through profit

or loss 38,654 - 38,654
Equity financial
instruments 5,942 - 5,942
Derivative financial
instruments - 3,477 3,477
Available-for-sale Debt financial instruments
investment securities 106,392 - 106,392
Equity financial
instruments 1,447 - 1,447
Liabilities:
Financial liabilities at  Derivative financial
fair value through instruments
profit or loss - 2,851 2,851
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Financial Assets

Financial assets in the scope of IAS 39 “Finanbiatruments: Recognition and Measurement” are
classified as either financial assets at fair valweugh profit or loss, loans and receivablesg+tiet
maturity investments or available-for-sale finaheissets, as appropriate. When financial assets are
recognized initially, they are measured at faituealplus, in the case of investments not at fdieva
through profit or loss, directly attributable traoton costs. The Group determines the classifinati

of its financial assets upon initial recognition.

All regular way purchases and sales of financiaksare recognized on the trade date i.e. the date
that the Group commits to purchase or sell thetaRegular way purchases or sales are purchases or
sales of financial assets that require deliveryasdets within the period generally established by
regulation or convention in the marketplace.

Financial assets or financial liabilities designaie at fair value through profit or loss

Financial assets are classified as at fair valuguthh profit or loss where the financial assetitises
held for trading or it is designated as at faitueathrough profit or loss.

A financial asset is classified as held for trading

» it has been acquired principally for the purposeadfing in the near future; or

e it is a part of an identified portfolio of finantianstruments that the Group manages
together and has a recent actual pattern of skortprofit-taking; or

e itis a derivative that is not designated and éffecas a hedging instrument.

A financial asset other than a financial asset Hetdtrading may be designated as at fair value
through profit or loss upon initial recognition if:

e such designation eliminates or significantly reduce measurement or recognition
inconsistency that would otherwise arise; or

» the financial asset forms part of a group of finahassets or financial liabilities or both,
which is managed and its performance is evaluated ¢air value basis, in accordance
with the Group's documented risk management orsimvent strategy, and information
about the grouping is provided internally on thasib; or

e it forms part of a contract containing one or merabedded derivatives, and IAS 39
permits the entire combined contract (asset oiliigbto be designated as at fair value
through profit or loss.

Financial assets and financial liabilities at faalue through profit or loss are recorded in the
consolidated balance sheet at fair value. Changéair value are recorded in Net gain/(loss) from
financial assets and liabilities at fair value tgh profit or loss. Interest earned or incurredasrued
in interest income or expense, respectively, adngrtb the terms of the contract, while dividend
income is recorded in “Other income” when the righteceive the payment has been established.

Loans and receivables
Loans and receivables are non-derivative finarasakts with fixed or determinable payments that are
not quoted in an active market. Such assets areedaat amortized cost using the effective interest

method. Loans and receivables are included wilbéms to customers, amounts due from credit
institutions and other assets in the consolidatdante sheet.
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Available-for-sale investment securities

Available-for-sale investment securities are those-derivative financial assets that are designased
available-for-sale or are not classified as loars r@ceivables or held-to-maturity investmentsarer

not held for trading and are not designated atvaiue through profit or loss on initial recognitio
Available-for-sale investment securities are ififiaecorded at fair value. After initial recogrmiti
available-for sale investment securities are meabkwat fair value with gains or losses being
recognized as a separate component of equity thilinvestment is derecognized or until the
investment is determined to be impaired at whiotetthe cumulative gain or loss previously reported
in equity is included in the consolidated incomatestnent. However, interest calculated using the
effective interest method and foreign exchange mmerds are recognized in the consolidated income
statement. Dividends declared are included in “Oith@ome” in the consolidated income statement.

The fair value of investments that are activelylé@in organized financial markets is determined by
reference to quoted market bid prices at the adddrisiness on the balance sheet date.

Financial guarantees

Financial guarantee contracts are recognized ircdmsolidated balance sheet at fair value when it
becomes probable that the Group will be called &kenpayment, and are subsequently re-measured
at the higher of the amount determined in accorelavith IAS 37 “Provisions, Contingent Liabilities
and Contingent Assets” and the amount initiallyogguzed less, when appropriate, cumulative
amortization recognized in accordance with IAS R&venue”.

Offsetting

Financial assets and liabilities are offset andrtbeamount is reported in the consolidated balance
sheet when there is a legally enforceable righseb off the recognized amounts and there is an
intention to settle on a net basis, or to realwedsset and settle the liability simultaneously.

Repurchase and Reverse Repurchase Agreements and@&ies Lending

Sale and repurchase agreements (“repo”) are treatedcured financing transactions. Securities sold
under sale and repurchase agreements are retaired consolidated balance sheet and, in case the
transferee has the right by contract or customelb @& repledge them, reclassified as securities
pledged under sale and repurchase agreements. drhesmonding liability is presented within
amounts due to credit institutions or customersuBges purchased under agreements to resell
(“reverse repo”) are recorded as amounts due fr@ditcinstitutions, loans to customers or cash and
cash equivalents as appropriate. The differencedest the sale and repurchase prices is treated as
interest and accrued over the life of repo agreésngsing the effective yield method.

Securities lent to counterparties are retainetiénconsolidated balance sheet. Securities borraned
not recorded in the consolidated balance sheeatssrithese are sold to third parties, in which tase
purchase and sale are recorded within Net gais)lilwem financial assets and liabilities at faitue
through profit and loss in the consolidated incostaéement. The obligation to return securities
borrowed is recorded at fair value as a tradingliiz.

Derivative Financial Instruments

In the normal course of business, the Group eritdcs various derivative financial instruments
including futures, forwards, swaps and options.izeives are initially recognized at fair valuetlag¢
date a derivative contract is entered into andsabsequently re-measured to their fair value af eac
balance sheet date. The fair values are estimaiseton quoted market prices or pricing models that
take into account the current market and contragiuees of the underlying instruments and other
factors. Derivatives are carried as assets whdn fdie value is positive and as liabilities whdnd
negative. Derivatives are included in financiadeds and liabilities at fair value through profitloss

in the consolidated balance sheet. Gains and lossed#ting from these instruments are included in
Net gain/(loss) from financial assets and lialgftiat fair value through profit or loss in the
consolidated income statement.
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Derivative instruments embedded in other financiatruments are treated as separate derivatives if
their risks and characteristics are not closehategl to those of the host contracts and the host
contracts are not carried at fair value with urized gains and losses reported in consolidatedrieco
statement. An embedded derivative is a componeatlofbrid (combined) financial instrument that
includes both the derivative and a host contradh the effect that some of the cash flows of the
combined instrument vary in a similar way to a dtatone derivative.

Amounts Due to Customers and Credit Institutions

Amounts due to customers and credit institutiors iaitially recognized at the fair value of the
consideration received less directly attributabEngaction costs. Subsequently, amounts due are
stated at amortized cost and any difference betwestnproceeds and the redemption value is
recognized in the consolidated income statement txeeperiod of the borrowings using the effective
interest method. If the Group purchases its owrt,delis removed from the consolidated balance
sheets and the difference between the carrying atmafuthe liability and the consideration paid is
recognized in other income.

Debt Securities Issued

Debt securities issued represent bonds issuedebgthup. They are accounted for according to the
same principles used for amounts due to custormetsceedit institutions. Any difference between
proceeds received, net of debt issuance costs, tedredemption value is recognized in the
consolidated income statement over the periodebtrrowings using the effective interest method.

Allowances for Impairment of Financial Assets

The Group assesses at each balance sheet datendditancial asset or group of financial assets i
impaired.

Assets carried at amortized costf there is objective evidence that an impairtriess on financial
assets carried at amortized cost has been incuhedmount of the loss is measured as the differen
between the asset’s carrying amount and the presdéit of estimated future cash flows (excluding
future credit losses that have not been incurrégsbodnted at the financial asset’s original effeeti
interest rate (i.e. the effective interest rate poted at initial recognition). The carrying amoohthe
asset shall be reduced through use of an allowaoceunt. The amount of the impairment loss is
recognized in the consolidated income statement.

The calculation of the present value of the esttdtiture cash flows of a collateralized financial
asset reflects the cash flows that may result fforaclosure less costs for obtaining and sellirgy th
collateral, whether or not the foreclosure is plba

The allowances are based on the Group’s own lgssrience and management’s judgment as to the
level of losses that will probably be recognizeahirassets in each credit risk category by referemce
the debt service capability and repayment histéthe borrower.

If, in a subsequent period, the amount of the immpant loss decreases and the decrease can be
related objectively to an event occurring after ihgairment was recognized, the previously
recognized impairment loss is reversed. Any subseigeversal of an impairment loss is recognized
in the consolidated income statement, to the extettthe carrying value of the asset does notezkce

its amortized cost at the reversal date.
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Financial assets are written off against the alluveafor impairment losses where such items are
determined to be uncollectible, including througipassession of collateral. The Group requires
collateral to support credit-related financial mshents when deemed necessary. Collateral held may
include deposits held in the banks, governmentrgesiand other assets. When the borrowers do not
repay as scheduled, the Group can take the posseassthe collateral pledged. Financial assets are
written off after management has exercised all ipddes available to collect amounts due to the
Group, and after the Group has sold all availablateral. The decision to write off bad debt again
allowance for impairment losses for all major, preftial, unsecured and insider assets are cordirme
with a procedural document from judicial or nothndies. This document certifies that at the time of
the decision to write off the bad debt, the amawmild not be repaid (or partially repaid) with the
debtor's funds. Subsequent recoveries of amourdgiqusly written off decrease the charge for
impairment of financial assets in the consolidatedme statement.

Available-for-sale investment securitieslf an available-for-sale investment securityingaired, a
consolidated amount comprising the difference betwigs cost (net of any principal payment and
amortisation) and its current fair value, less ampairment loss previously recognized in the
consolidated income statement, is transferred feguity to the consolidated income statement. In
respect of equity instruments classified as avhlidr-sale, impairment losses previously recogeize
in the consolidated income statement are not redetisrough the consolidated income statement.
Any increase in fair value subsequent to an impaiirnfoss is recognised directly in equity.

Renegotiated loans- Where possible, the Group seeks to restructoaesl rather than to take
possession of collateral. This may involve extegdhe payment arrangements and the agreement of
new loan conditions. Once the terms have been otia¢gd, the loan is no longer considered past
due. Management continuously reviews renegotiaiadd to ensure that all criteria are met and that
future payments are likely to occur. The loans icor# to be subject to an individual or collective
impairment assessment, calculated using the laaiggal effective interest rate.

Derecognition of Financial Assets and Liabilities

Financial assets- A financial asset (or, where applicable a p&ad 6nancial asset or part of a group
of similar financial assets) is derecognized where:

. the rights to receive cash flows from the asseelepired,;

. the Group has transferred its rights to receivén dmvs from the asset, or retained the
right to receive cash flows from the asset, but &&sumed an obligation to pay them in
full without material delay to a third party undeftpass-through’ arrangement; and

. the Group either (a) has transferred substantallyhe risks and rewards of the asset, or
(b) has neither transferred nor retained substntll the risks and rewards of the asset,
but has transferred control of the asset.

A financial asset is derecognized when it has bwansferred and the transfer qualifies for
derecognition. A transfer requires that the Greitper: (a) transfers the contractual rights tenee

the asset’'s cash flows; or (b) retains the righth® asset’'s cash flows but assumes a contractual
obligation to pay those cash flows to a third pa#titer a transfer, the Group reassesses the etdent
which it has retained the risks and rewards of aghip of the transferred asset. If substantially al
the risks and rewards have been retained, the emsetins on the consolidated balance sheet. If
substantially all of the risks and rewards havenbémnsferred, the asset is derecognized. If
substantially all the risks and rewards have besther retained nor transferred, the Group assesses
whether or not is has retained control of the asdeit has not retained control, the asset is
derecognized. Where the Group has retained couwittble asset, it continues to recognize the asset t
the extent of its continuing involvement.
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Financial liabilities — A financial liability is derecognized when théligation is discharged,
cancelled, or expires.

Where an existing financial liability is replacegt Bnother from the same lender on substantially
different terms, or the terms of an existing lidpilare substantially modified, such an exchange or
modification is treated as a de-recognition of thaginal liability and the recognition of a new
liability, and the difference in the respective rgarg amounts is recognized in the consolidated
income statement.

Taxation

The current income tax expense is calculated iorderce with the regulations of Kazakhstan and
other countries where the Group operates.

Deferred tax assets and liabilities are calculate@spect of temporary differences using the ligbi
method. Deferred income taxes are provided foteatiporary differences arising between the tax
bases of assets and liabilities and their carryaiges for financial reporting purposes, exceptiehe
the deferred income tax arises from the initiabgegtion of goodwill or of an asset or liability i
transaction that is not a business combination ahthe time of the transaction, affects neither th
accounting profit nor taxable profit or loss.

A deferred tax asset is recorded only to the exteat it is probable that taxable profit will be
available against which the deductible temporaffedinces can be utilized. Deferred tax assets and
liabilities are measured at tax rates that are @rpeto apply to the period when the asset iszedli

or the liability is settled, based on tax rated tm@ve been enacted or substantively enacted at the
balance sheet date.

Deferred income tax is provided on temporary déferes arising on investments in subsidiaries,
associates and joint ventures, except where thagdiof the reversal of the temporary difference can
be controlled and it is probable that the tempodifference will not reverse in the foreseeablefet

Kazakhstan and other countries where the Groupatggrlso have various operating taxes that are
assessed on the Group’s activities. These taxeseveded as taxes other than income tax.

Property and Equipment

Property and equipment are carried mainly at asst Accumulated depreciation and any accumulated
impairment.

Depreciation of an asset begins when it is avaldtt use. Depreciation is calculated on a straight
line basis over the following estimated useful $ive

Years
Buildings and constructions 13
Vehicles 7
Computers and banking equipment 5-10
Other 4-10

Leasehold improvements are amortized over theolifthe related leased asset. Expenses related to
repairs and renewals are charged when incurredirssidded in operating expenses unless they
qualify for capitalization.
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The carrying amounts of property and equipmentravéewed at each balance sheet date to assess
whether they are recorded in excess of their reatpe amounts, and where carrying values exceed
this estimated recoverable amount, assets areewritfown to their recoverable amount. An
impairment loss is recognized in the respectiveiogeand is included in operating expenses.
However where a revaluation surplus for the asgiste an impairment loss is recognized directly
against that surplus in the property and equipnrentluation reserve, to the extent that the
impairment loss does not exceed the amount ineawation reserve.

Costs related to repairs and renewals are chargped wmcurred and included in operating expenses,
unless they qualify for capitalization.

Goodwill

Goodwill arising on the acquisition of a subsidiaryjointly controlled entity represents the excets

the cost of acquisition over the Group’s interesthe fair value of the identifiable assets, lidieib

and contingent liabilities of a subsidiary, assteiar jointly controlled entity at the date of
acquisition. Goodwill is initially recognized as asset at cost and is subsequently measured at cost
less any accumulated impairment losses. The Grqgdisy for goodwill arising on the acquisition of

an associate is described under ‘Investments wcagss’ above.

The Group tests goodwill for impairment at leashwally. An impairment loss recognized for
goodwill is not reversed in a subsequent period.

If the Group’s interest in the net fair value ofetlidentifiable assets, liabilities and contingent
liabilities exceeds the cost of the business coathin, the Group:

a) Reassesses the identification and measuremeng @ribup’s identifiable assets, liabilities
and contingent liabilities and the measuremenhefdost of the combination; and
b) Recognizes immediately in profit or loss any exgessaining after that reassessment.

On disposal of an investment, the amount of godditibutable is included in the determination of
the profit or loss on disposal

Provisions

Provisions are recognized when the Group has @présgal or constructive obligation as a result of
past events, and it is probable that an outflowesburces embodying economic benefits will be
required to settle the obligation and a reliablemeste of the obligation can be made.

Retirement and Other Benefit Obligations

The Group does not have any pension arrangemeptyase from the state pension system of
Kazakhstan and other countries where the Groupatggrwhich requires current withholdings by the
employer calculated as a percentage from curreygsgsalary payments; such expense is charged in
the period the related salaries are earned anddedlin operating expenses in consolidated income
statement. The Group contributes social tax tdotiiget of Kazakhstan and other countries where the
Group operates for its employees. In addition,Gheup has no post-retirement benefits.

Equity

Share capital- The Group classifies a financial instrument th&sues as a financial asset, financial
liability or an equity instrument in accordancewihe substance of the contractual arrangement. An
instrument is classified as a liability if it iscantractual obligation to deliver cash or anothearicial
asset, or to exchange financial assets or finatiahilities on potentially unfavourable terms. An
instrument is classified as equity if it evideneemesidual interest in the assets of the Group tfte
deduction of liabilities. The components of a comnpa financial instrument issued by the Group are
classified and accounted for separately as finhaswsets, financial liabilities or equity as apprate.
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External costs directly attributable to the issti@@w shares, other than on a business combination,
are shown as a deduction from the proceeds inyedeitor to 13 May 2003, any excess of the fair
value of consideration received over the nomindueaof shares issued was recognized as share
premium reserve. Effective 13 May 2003, upon chandaw concerning “Joint Stock Companies”,
the nominal amount concept was restricted to placerof shares only between the founders of an
entity. For all other investors, share capitaldsarded at placement value being the consideration
received by an entity for its shares.

Treasury shares- Where the Bank or its subsidiaries purchase thwin shares, the consideration
paid, including any attributable transaction costsleducted from total equity as treasury shamngis u
they are cancelled or reissued. Where such shexesibsequently sold or reissued, any consideration
received is included in equity. Treasury sharestated at nominal value.

Dividends— Dividends are recognized as a liability and dgeldi from equity on the date they are
declared. Dividends are disclosed when they arpgzed before the balance sheet date or proposed
or declared after the balance sheet date but b#fereonsolidated financial statements are autedriz
for issue.

Contingencies

Contingent liabilities are not recognized in the@solidated balance sheet but are disclosed urfiess t
possibility of any outflow in settlement is remot&. contingent asset is not recognized in the
consolidated balance sheet but disclosed whenflawiof economic benefits is probable.

Trust Activities

Assets accepted and liabilities incurred underfitdhgciary activities are not included in the Grosip’
consolidated financial statements. The Group ascyt operational risk on these activities, but the
Group’s customers bear the credit and market asksciated with such operations.

Income and Expense Recognition

Interest income and expense are recognized onanahdasis calculated using the effective interest
method. Loan origination fees for loans issuedustamers are deferred (together with related direct
costs) and recognized as an adjustment to thetigHeygield of the loans. Fees, commissions,
including pension asset management fees, and ioit@ne and expense items are generally recorded
on an accrual basis when the service has beendechviPortfolio and other management advisory and
service fees are recorded based on the applicarece contracts. Custody services that are
continuously provided over an extended period wietiare recorded over the period the service is
provided.

Foreign Currency Translation

The consolidated financial statements are presant&@ T, which is the functional currency of the
Bank and each of its subsidiaries, except for fpredubsidiaries. Transactions in foreign currencies
are initially recorded in the functional currencpnverted at the rate of exchange ruling at the dat
the transaction. Monetary assets and liabilitiesod@nated in foreign currencies are retranslated at
the currency rate of exchange as quoted by KASEfable balance sheet date. Gains and losses
resulting from the translation of foreign currenicgnsactions are recognized in the consolidated
income statement as net gain on foreign exchangeatipns. Non-monetary items that are measured
in terms of historical cost in a foreign currencg &ranslated using the exchange rates as of ties da
of the initial transactions. Non-monetary items mgad at fair value in a foreign currency are
translated using the exchange rates at the date thkdair value was determined.

Differences between the contractual exchange rhi tbansaction in a foreign currency and the
market exchange rate on the date of the transaetierincluded in net gain on foreign exchange
operations. The market exchange rate at 31 Dece?@i®dr was KZT 120.30 to USD 1 (2006 — KZT
127.00).
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Insurance

Insurance contracts are those contracts whichfemaggnificant insurance risk from another paryy b
agreeing to compensate the policyholder if a spmtifincertain future event adversely affects the
policyholder. The Group utilizes accounting policidetermined by FMSA for insurance companies
of Kazakhstan.

The Group offers various insurance products in @rypand casualty, liability, personal, and life
insurance.

Underwriting Income

Underwriting income includes net written insurarqremiums and commissions earned on ceded
reinsurance reduced by the net change in the ueg@memium reserve.

Upon inception of a contract, premiums are recoredritten and are earned on a pro rata basis over
the term of the related policy coverage. The uregdrimsurance premium reserve represents the
portion of the premiums written relating to the xpieed terms of coverage and is included within
reserve for insurance claims in the consolidatédnua sheet.

Losses and loss adjustments are charged to incat@nent as incurred through the reassessment of
the reserve for claims and loss adjustment expeasésincluded within insurance claims incurred in
the consolidated income statement.

Commissions earned on ceded reinsurance contraetsregorded as income at the date the
reinsurance contract is written and deemed enfbteea

Policy acquisition costs, comprising commission&l fia insurance agents and brokers, which vary
with and are directly related to the productionneiv business, are capitalized and recorded in the
accompanying consolidated balance sheets withinramee assets. The asset related to deferred
acquisition costs is subsequently amortized overmptriod in which the related written premiums are
earned and is reviewed for impairment in circums¢égnwhere its carrying amount may not be
recoverable. If the asset is greater than the exatle amount it is written down immediately. All
other costs are recognized as expenses when idcurre

Reserve for Insurance Losses and Loss Adjustm@enSes

The reserve for insurance losses and loss adjus@meenses is included in the consolidated balance
sheet and is based on the estimated amount payalel@ims reported prior to the balance sheet date,
which have not yet been settled, and an estimatecofred but not reported claims relating to the
reporting period.

The incurred but not reported reserve (“IBNR”) faptor hull and liability insurance is actuarially
determined and is based upon statistical claim ftatthe period typical for loss development of the
classes and sub-classes of business and the Grrepisus experience.

Due to the lack of historical company specific datel comparable industry data for other lines of
business, the reserve for IBNR claims is determibgdapplying current government guidance as
provided by FMSA. Under this guidance, the IBNRerge is calculated as using the expected loss
ratio for each line of business, less the lossagly reported.

The methods for determining such estimates andlegiang the resulting reserves are continuously
reviewed and updated. Resulting adjustments alectedl in the consolidated income statement in the
period in which they are determined.

23



Reinsurance

In the ordinary course of business, the Group ceeiesurance risk to reinsurers. Such reinsurance
arrangements provide for greater diversificatiorrisks, allow management to control exposure to
potential losses arising from insured risks andriole additional capacity for growth.

Reinsurance assets include balances due from ramsi companies for paid and unpaid losses and
loss adjustment expenses, and ceded unearned premAmounts receivable from re-insurers are
estimated in a manner consistent with the claiivilligt associated with the reinsured policy.

Payables to reinsurers for ceded premium are redogdoss when due unless a right of offset exists
against commission receivable from reinsurer areiacluded in the consolidated balance sheet
within insurance assets.

Reinsurance contracts are assessed to ensure ridaetwiiting risk, defined as the reasonable
possibility of significant loss, and timing riskefihed as the reasonable possibility of a significa
variation in the timing of cash flows, are bothmsterred by the Group to the re-insurer.

The Group regularly assesses its reinsurance desa@tspairment. A reinsurance asset is impaifed i
there is objective evidence that the Group mayecive all amounts due to it under the terms ef th
contract and that event has a reliably measuramp@adt on the amounts that the Group will receive
from the reinsurer.

Segment reporting

A segment is a distinguishable component of theu@tbat is engaged either in providing products or
services (business segment), or in providing prtedue services within a particular economic
environment (geographical segment), which is sulbijeaisks and rewards that are different from
those of other segments.

Financial guarantee contracts issued and letters afredit

Financial guarantee contracts and letters of crisgdiled by the Group are credit insurance that
provides for specified payments to be made to rams® the holder for a loss it incurs because a
specified debtor fails to make payment when dueeunide original or modified terms of a debt
instrument. Such financial guarantee contractslattdrs of credit issued are initially recognizeéd a
fair value. Subsequently they are measured atitiffeehof (a) the amount recognized as a provision
and (b) the amount initially recognized less, whappropriate, cumulative amortization of initial
premium revenue received over the financial guaenobntracts or letter of credit issued.

Adoption of new and revised standards

In the current year, the Group has adopted alhefrtew and revised Standards and Interpretations
issued by the International Accounting Standardar8dthe “IASB”) and the International Financial
Reporting Interpretations Committee of the IASBttaee relevant to its operations and effective for
reporting periods beginning on 1 January 2007. adwgption of these new and revised Standards and
Interpretations has not resulted in significantnges to the Group’s accounting policies that have
affected the amounts reported for the current @rprears except for the effect of application of
IFRS 7 “Financial Instruments: Disclosure” (“IFRS)7and IAS 1 “Presentation of Financial
Statements” (“IAS 17).

IFRS 7 is effective for the annual period beginnorgor after 1 January 2007. IFRS 7 establishes
new requirements and recommendations on finanesifument disclosure. Adoption of IFRS 7 did
not affect the classification and measurement au@is financial instruments in the consolidated
financial statements. Additional information is@@sed in the consolidated financials statements fo
the current and comparative reporting periods aqsired by IFRS 7.

Amendment to IAS 1 — “Capital Disclosures” - On A8gust 2005, the IASB issued an amendment
to IAS 1 which requires certain disclosures to enregarding the entity’s objectives, policies and
processes for managing capital. Additional infolipratis disclosed in the consolidated financials
statements for the current and comparative regppériods as required by amended IAS 1.
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Standards and interpretations issued and not yet aapted

The Group has not applied the following IFRS antkrpretations of the International Financial
Reporting Interpretations Committee that have hesmed but are not yet effective:

. IFRS 8 “Operating Segments” - On 30 November 2@066,IASB issued IFRS 8 which
requires segmental analysis reported by an ertithe based on information used by
management. IFRS 8 is effective for periods begigprin or after 1 January 2009. The
Group is evaluating the impact of IFRS 8 on thesotidated financial statements.

. Amendment to IAS 1 “Presentation of Financial Staats” — On 6 September 2007, the
IASB issued an amendment to IAS 1 which changesvinein which non-owner changes
in equity are required to be presented. It alsangks the titles of primary financial
statements as they will be referred to in IFRSdmgs not require that these be renamed in
an entity’s financial statements. The Group doe$ expect the adoption of the
amendment to IAS 1 to have an impact on the firrstatements. The amendment to
IAS 1 is effective for periods beginning on or afteJanuary 2009.

. IFRIC 11 “IFRS 2 — Group and Treasury Share Tratimmag’ - On 30 November 2006
IFRIC issued IFRIC 11 which requires that treasashare transactions are treated as
equity- settled, and share-based payments invoktngty instruments of the parent should
be treated as cash-settled. The Group does nottettpreadoption of IFRIC 11 to have a
material impact on the Group’s profit or loss arafincial position. IFRIC 11 is effective for
periods beginning on or after 1 March 2007.

. IFRS 3 “Business Combinations” — The IASB publisHERS 3 and related revisions to
IAS 27 “Consolidated and Separate Financial Statéstifollowing the completion in
January 2008 of its project on the acquisition aigposal of subsidiaries. They are
effective for accounting periods beginning on aerafl July 2009 but may be adopted
together for accounting periods beginning on agraftJanuary 2007.

SIGNIFICANT ACCOUNTING ESTIMATES

The preparation of the Group’s consolidated finahstatements requires management to make
estimates and judgments that affect the reporteduamof assets and liabilities at the date of the
financial statements and the reported amount adnmec and expenses during the reporting period.
Management evaluates its estimates and judgementmongoing basis. Management bases its
estimates and judgments on historical experiendeoanvarious other factors that are believed to be
reasonable under the circumstances. Actual rematg differ from these estimates under different
assumptions or conditions. The following estimaad judgments are considered important to the
portrayal of the Group’s financial condition.

Allowance for impairment of loans and receivablesThe Group regularly reviews its loans and
receivables to assess for impairment. The Groupés limpairment provisions are established to
recognize incurred impairment losses in its podfalf loans and receivables. The Group considers
accounting estimates related to allowance for immpant of loans and receivables a key source of
estimation uncertainty because (i) they are highigceptible to change from period to period as the
assumptions about future default rates and valoatigotential losses relating to impaired loand an
receivables are based on recent performance erperiand (ii) any significant difference between
the Group’s estimated losses and actual lossesr&gliire the Group to take provisions which, if
significantly different, could have a material ingp@n its future consolidated income statement and
its consolidated balance sheet.
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The Group uses management’'s judgement to estirhat@rhount of any impairment loss in cases
where a borrower has financial difficulties andréha@re few available sources of historical data
relating to similar borrowers. Similarly, the Groeptimates changes in future cash flows based on
past performance, past customer behaviour, obdendsdia indicating an adverse change in the
payment status of borrowers in a group, and natienkcal economic conditions that correlate with
defaults on assets in the group. Management usiesaéss based on historical loss experience for
assets with credit risk characteristics and objec@vidence of impairment similar to those in the
group of loans and receivables. The Group uses geament’s judgement to adjust observable data
for a group of loans or receivables to reflect entrcircumstances not reflected in historical data.

The allowances for impairment of financial assatshie consolidated financial statements have been
determined on the basis of existing economic aridigad conditions. The Group is not in a position
to predict what changes in conditions will takecelan Kazakhstan and what effect such changes
might have on the adequacy of the allowances fpainment of financial assets in future periods.

The carrying amount of the allowance for impairmehloans to customers as at 31 December 2007
is KZT 56,697 million (31 December 2006: KZT 33,a54llion).

Taxation— Kazakhstan tax, currency and customs legislateme subject to varying interpretations

and changes, which can occur frequently. Manageémenérpretation of such legislation as applied

to the transactions and activity of the Group maychallenged by the relevant regional and state
authorities. Fiscal periods remain open to revigwtle authorities in respect of taxes for five

calendar years proceeding the year of review.

As at 31 December 2007 management believes thante@spretation of the relevant legislation is

appropriate and that the Group's tax, currency @reloms positions will be sustained. Significant
additional actual taxes, penalties and interest m@yassessed following any challenges by the
relevant authorities, which could have a maternglact on the Group’s reported net income.

Claims liability and reserves arising from insura&ncontracts— For insurance contracts, estimates
have to be made both for the expected ultimate aoskaims reported at the balance sheet date and
for the expected ultimate cost of IBNR claims & Halance sheet date. For certain lines of business
IBNR claims form the majority of the balance shelaims provision. It can take a significant period
of time before the ultimate claims cost can be distaed with certainty. For hull and liability
insurance, the Group actuarially determines thailiig using past claim settlement trends to predic
future claims settlement amounts. In estimatingctbet of reported and IBNR claims for certain other
lines of business, management applies current govemt guidance as provided by FMSA, due to the
absence of sufficient historical data. Under tiusdance, the IBNR reserve is calculated using the
expected loss ratio for each line of business, fhescumulative losses actually reported. General
insurance claims provisions are not discountedhfertime value of money.

The gross reserves for claims and the related valleis for reinsurance recoveries are based on
information available to management and the ult@rehounts may vary as a result of subsequent
information and events and may result in adjustsént the amounts recovered. Actual claims

experience may differ from the historical pattemn which the estimate is based and the cost of
settling individual claims may differ from costsepiously estimated. Any adjustments to the amount
of reserves will be reflected in the consolidat@thricial statements in the period in which the

necessary adjustments become known and estimable.

Goodwill — Goodwill is the excess cost of an acquisitioerothe fair value of its net assets. The
determination of fair value of assets and liala@$tiof businesses acquired requires the exercise of
management judgement; for example those finanaaéta and liabilities for which there are no
guoted prices, and those non-financial assets wradtations reflect estimates of market conditions.
Difference fair values would result in changes lie goodwill arising and to the post-acquisition
performance of the acquisition. Goodwill is notatized but is tested annually or more frequently
for impairment if events or changes in circumstariodicated that it might be impaired.

26



For the purposes of impairment testing, goodwititdaed in a business combination is allocated to
each of the Group’s cash-generating units or grafigeish-generating units expected to benefit from
the combination. Goodwill impairment testing invedvthe comparison of the carrying value of a
cash-generating unit or group of cash generating wvith its recoverable amount. The recoverable
amount is the higher of the unit’s fair value atevialue in use. Value in use is the present vafue
expected future cash flows from the cash-generaitirigor group of cash-generating units. Fair value
is the amount obtainable for the sale of the casterating unit in an arm’s length transaction
between knowledgeable, willing parties.

Impairment testing inherently involves a numbeljugfgmental areas: the preparation of cash flow

forecasts for periods that are beyond the normglirements of management reporting; the

assessment of the discount rate appropriate tdtiseess; estimation of the fair value of cash-

generating units; and the valuation of the separabkets of each business whose goodwill is being
reviewed.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise:

31 December 31 December
2007 2006
Cash on hand 2,918 14,931
Recorded as loans and receivables in accordance WIAS 39:
Correspondent accounts with Organization for Ecoodda-operation
and Development countries (the “OECD") based banks ,1013 6,328
Correspondent accounts with non-OECD based banks 722,9 1,100
Overnight deposits with OECD based banks 41,278 951,4
Short-term deposits with OECD based banks 197,654 -
Short-term deposits with Kazakhstan banks 7,322 5623,
Overnight deposits with Kazakhstan banks - 381
255,245 127,799

Interest rates and currencies in which interestiegrcash and cash equivalents are denominated are
presented as follows:

31 December 2007 31 December 2006
KZT Foreign KZT Foreign
currencies currencies
Overnight deposits with OECD based banks - 2.3%-2.7% - 3.6%-5.3%
Short-term deposits with OECD based banks - 3.8%9%0. - -
Short-term deposits with Kazakhstan banks 3.0%%1.0 - 6.0%-9.0% -
Overnight deposits with Kazakhstan banks - - 6.0% -
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Fair value of assets pledged and carrying valushoft-term deposits, included in short-term degosit
with Kazakhstan banks, under reverse repurchasemgnts classified as cash and cash equivalents
as at 31 December 2007 and 2006 are presentetaagsfo

31 December 2007 31 December 2006
Carrying value Fair value Carrying value Fair value
of deposits of collateral of deposits of collateral
NBK notes 5,181 5,431 - -
Treasury bills of the Ministry of
Finance of Kazakhstan 2,001 2,247 - -
Equity securities of Kazakhstan
corporations 100 113 - -
Bonds of Kazakhstan banks - - 2,800 2,887
Bonds of Kazakhstan corporations - - 1,287 1,428
7,282 7,791 4,087 4,315
OBLIGATORY RESERVES
Obligatory reserves comprise:
31 December 31 December
2007 2006
Recorded as loans and receivables in accordance WiAS 39:
Due from the NBK allocated to obligatory reserves 9,396 48,317
Cash on hand allocated to obligatory reserves 927,8 6,789
87,268 55,106

The obligatory reserves represent the minimum vesdeposits and cash on hand balances required
by the NBK and used for calculation of the minimweserve requirement.

FINANCIAL ASSETS AND LIABILITIES AT FAIR VALUE THRO UGH PROFIT OR LOSS

Financial assets at fair value through profit @slcomprise:

31 December 31 December
2007 2006
Financial assets held for trading:
Treasury bills of the Ministry of Finance of Kazatdrs 32,161 29,162
Securities of foreign countries and organizations 2256 -
Derivative financial instruments 3,477 179
Bonds of the Development Bank of Kazakhstan 1,964 ,5451
Equity securities of Kazakhstan banks 1,682 428
Mutual investment funds shares 1,245 1,452
Bonds of Kazakhstan banks 942 3,011
Corporate bonds 287 5,279
Equity securities of Kazakhstan corporations 90 352
Sovereign bonds of Kazakhstan - 6,290
NBK notes - 2,497
48,073 53,195
Subject to repurchase agreements 2,976 1,000
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Financial liabilities at fair value through profit loss comprise:

31 December 31 December
2007 2006
Financial liabilities held for trading:
Derivative financial instruments 2,851 10
2,851 10

As at 31 December 2006, NBK notes amounting to BZTmillion and Treasury bills of the Ministry
of Finance of Kazakhstan amounting to KZT 1 millaere restricted as collateral for certain of the
Group’s borrowings.

Interest rates and maturities of financial asseti&ia value through profit or loss are presented a
follows:

31 December 2007 31 December 2006
% Maturity % Maturity
Treasury bills of the Ministry of Finance of
Kazakhstan 3.2%-11.3%  2008-2014 3.2%-6.7%  2008-2014
Securities of foreign countries and organizations 198 2008-2012 - -
Bonds of the Development Bank of Kazakhstan 6.2% 2620 4.8%-9.8% 2007-2026
Bonds of Kazakhstan banks 7.5%-13.9%  2009-2011 ®BB% 2007-2013
Corporate bonds 8.3%-14.1%  2010-2015 8.1%-10.5% 7-2005
Sovereign bonds of Kazakhstan - - 11.1% 2007
NBK notes - - 2.2% 2007
Derivative financial instruments comprise:
31 December 2007 31 December 2006
Nominal Net fair value Nominal Net fair value
amount Asset Liability amount Asset Liability
Foreign currency
contracts
Forwards 110,532 3,364 2,740 16,004 111 -
Swaps 1,195 - 107 162,969 48 -
Interest rate contracts
Swaps 1,296 113 4 2,147 20 10
3,477 2,851 179 10

As at 31 December 2007 and 2006, the Group usededjumarket prices from independent
informational sources for all of its financial asseecorded at fair value through profit or lossthw
the exception of derivative financial instrumemsich are valued using valuation models based on
market data. Therefore, the fair values are netejtible to significant changes as a result ohgha

in assumptions or inputs to the model.
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AMOUNTS DUE FROM CREDIT INSTITUTIONS

Amounts due from credit institutions comprise:

31 December

31 December

2007 2006

Recorded as loans and receivables in accordance WIAS 39:
Term deposits 2,626 1,885
Loans to Kazakhstan credit institutions 790 170

3,416 2,055
Less - Allowance for loan impairment (Note 18) (18) (6)

3,398 2,049
Interest rates and maturity of amounts due frorditrestitutions are presented as follows:

31 December 207 31 December 206
% Maturity % Maturity

Term deposit 6.0%-13.0%  200¢&-200¢ 4.1%-10.6% 2007-200¢
Loans to Kazakhstan credit institutions 14.0%-17.092008-2012 13.0%-15.0% 2007-2011

Fair value of assets pledged and carrying valudoahs under reverse repurchase agreements
classified as amounts due from credit institutiarsat 31 December 2007 and 2006 are presented as

follows:

31 December 2007

31 December 2006

Carrying value Fair value of Carrying value Fair value of
of loans collateral of loans collateral
Equity securities of Kazakhstan
corporations 439 345 - -
Bonds of Kazakhstan banks 12 13 - -
451 358 - -

AVAILABLE-FOR-SALE INVESTMENT SECURITIES

Available-for-sale investment securities comprise:

NBK notes

Corporate bonds

Treasury bills of the Ministry of Finance of Kazatdrs
Bonds of Kazakhstan banks

Equity securities of Kazakhstan corporations
Treasury hills of the Kyrgyz Republic

Local municipal bonds

Equity securities of foreign corporations

Subject to repurchase agreements

30

31 December

31 December

2007 2006
82,318 107,856
14,387 10,166

6,459 1,061
3,047 3,085
1,381 719

101 114

80 86

66 -
107,839 123,339
51,669 29,500



10.

Interest rates and maturities of available-for-galestment securities are presented as follows:

31 December 2007 31 December 2006
% Maturity % Maturity
NBK notes 5.5%-9.5% 2008 2.9%-4.8% 2007
Corporate bonds 6.4%-18.6% 2008-2021 7.5%-13.0% 7-2007
Treasury bills of the Ministry of Finance of
Kazakhstan 2.0%-18.6% 2008-2014 3.5%-5.7% 2008-2014

Bonds of Kazakhstan banks 6.4%-18.3% 2008-2016 H23%WH6 2007-2014
Treasury hills of the Kyrgyz Republic 5.6%-14.9% 2009 5.2%-16.0% 2007-2008
Local municipal bonds 8.5% 2008 8.5% 2008

As at 31 December 2007 and 2006, the Group usededjumarket prices from independent
informational sources to determine the fair valll@fats investments available-for-sale.

LOANS TO CUSTOMERS

Loans to customers comprise:

31 December 31 December

2007 2006
Recorded as loans and receivables in accordance WIAS 39:
Originated loans to customers 1,087,372 625,566
Promissory notes 5,298 1,561
Overdrafts 4,300 2,743

1,096,970 629,870
Less — Allowance for loan impairment (Note 18) (®5p (33,654)
Loans to customers 1,040,273 596,216

As at 31 December 2007, the annual interest rdtaged by the Group ranged from 8% to 32% per
annum for KZT-denominated loans (31 December 2066m 9% to 24%) and from 3% to 20% per
annum for US Dollar-denominated loans (31 Decer@B6 — from 6% to 22%).

As at 31 December 2007, the Group had a concemrafi loans of KZT 161,592 million from the

ten largest borrowers that comprised 15% of theu@sototal gross loan portfolio (31 December
2006 — KZT 93,394 million; 15%) and 100% of the @t total equity (31 December 2006 — 76%).
As at 31 December 2007 an allowance for impairmaenounting to KZT 7,967 million was made
against these loans (31 December 2006 — KZT 2,6Hig m.
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The table below summarizes the amount of loansreddoy type of collateral, rather than the fair
value of the collateral itself:

31 December 31 December
2007 2006
Loans collateralized by pledge of real estate drtsighereon 623,396 379,069
Loans collateralized by pledge of inventories 16,811 5,522
Loans collateralized by pledge of corporate shares 8,953 54
Loans collateralized by pledge of equipment 3,648 015,
Loans collateralized by pledge of agricultural prctsu 20,526 2
Loans collateralized by pledge of vehicles 16,711 606
Loans collateralized by cash 71,749 98,759
Other collateral 206,543 109,303
Unsecured loans 108,633 31,543
1,096,970 629,870
Less - allowance for loan impairment losses (Nofe 18 (56,697) (33,654)
Total loans to customers 1,040,273 596,216
Loans are made to the following sectors:
31 December % 31 December %
2007 2006
Retail loans:
- mortgage loans 160,663 15% 110,274 17%
- consumer loans 161,611 15% 86,907 14%
322,274 197,181
Wholesale trade 223,549 20% 113,510 18%
Construction 147,908 13% 70,064 11%
Retall trade 87,650 8% 42,098 7%
Agriculture 67,112 6% 47,474 8%
Services 59,921 5% 23,213 4%
Real estate 40,141 4% 14,896 2%
Oil and gas 30,289 3% 13,532 2%
Metallurgy 29,913 3% 5,638 1%
Food industry 16,439 1% 10,359 2%
Hotel industry 10,122 1% 5,811 1%
Consumer goods and automobile trading 9,683 1% 94,63 1%
Transportation 9,679 1% 11,503 2%
Mining 9,343 1% 4,835 1%
Machinery 7,296 1% 2,194 0%
Energy 6,236 1% 14,745 2%
Communication 1,323 0% 1,888 0%
Research and development 505 0% 2,444 0%
Other 17,587 1% 43,846 7%
1,096,970 100% 629,870 100%

As at 31 December 2007 the amount of accrued wsitene impaired loans comprised KZT 31,878
million (31 December 2006 — KZT 5,719 million).
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11. PROPERTY AND EQUIPMENT

12.

The movements in property and equipment are predexst follows:

Cost

31 December 2006
Additions
Disposals
Transfers
Translation
differences

31 December 2007

Accumulated
depreciation

31 December 2006

Charge

Disposals

Transfers

Translation

differences

31 December 2007
Net book value:

31 December 2007

Cost

31 December 2005

Additions

Disposals

Acquisition of
subsidiaries

Transfers

31 December 2006

Accumulated
depreciation

31 December 2005

Charge
Disposals

31 December 2006
Net book value:

31 December 2006

GOODWILL

Buildings and Vehicles Computers Other Total
constructions and banking
equipment
7,439 1,132 8,448 6,560 23,579
1,654 314 4,185 3,627 9,780
(54) (88) (566) (573) (1,281)
598 - (163) (435) -
7 - 1 2 10
9,644 1,358 11,905 9,181 32,088
895 326 3,989 1,957 7,167
499 224 1,369 775 2,867
@) (31) (480) (195) (713)
1) - (162) 163 -
- - - 1 1
1,386 519 4,716 2,701 9,322
8,258 839 7,189 6,480 22,766
Buildings and Vehicles Computers Other Total
constructions and banking
equipment
4,763 654 6,987 4,200 16,604
2,725 570 1,862 3,224 8,381
(87) (125) (436) (961) (1,609)
54 33 35 81 203
(16) - - 16 -
7,439 1,132 8,448 6,560 23,579
497 222 3,399 1,507 5,625
402 166 978 563 2,109
4 (62) (388) (113) (567)
895 326 3,989 1,957 7,167
6,544 806 4,459 4,603 16,412

Goodwill arising as a result of business acquisitielates to expected income from business
expansion from the distribution of products on rarkets, raising long-term funds and expected

combined activity.
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Goodwill arising as a result of a business acdarsiis distributed to the companies that generash c
flows. Goodwill for the Group primarily relates tise company JSC Kazakhinstrakh which generates
cash flows.

Movements of goodwill are presented as follows:

2007 2006
At the beginning of the year 3,265 184
Recognized on acquisition of a subsidiary - 3,177
Derecognized on disposal of a subsidiary - (49)
Impairment loss - (47)
At the end of the year 3,265 3,265

As at 31 December 2007 and 2006 there was no esed#mat the goodwill that arose on the
acquisition of JSC Kazakhinstrakh has been impaired

INSURANCE ASSETS AND LIABILITIES
Insurance assets comprised the following:

31 December 31 December

2007 2006
Reinsurance premium unearned 1,934 2,609
Reinsurance amounts recoverable 140 189
2,074 2,798
Premiums receivable 1,812 2,828
Insurance assets 3,886 5,626

Insurance liabilities comprised the following:

31 December 31 December

2007 2006
Gross unearned insurance premium reserve 5,265 5,290
Reserves for insurance claims 805 391
6,070 5,681
Payables to reinsurers and agents 1,319 1,854
Insurance liabilities 7,389 7,535

Reserves for insurance claims have been establmhdlde basis of information currently available,
including potential outstanding loss notificatioegperience with similar claims.
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The movements on claims reserves for the year eBtiddecember 2007 and for the period from the
27 October 2006 acquisition by the Group of JSCakhinstrakh to 31 December 2006 were as
follows:

2007 2006
Reserves for claims, beginning of the period 391 331
Reserves for claims, reinsurance share, beginditigegeriod (189) (63)
Net reserves for claims, beginning of the period 220 268
Plus claims incurred 2,152 103
Less claims paid (1,689) (169)
Net reserves for claims, end of period 665 202
Reserves for claims, reinsurance share, end afgeri 140 189
Reserves for claims, end of period 805 391

The movements on unearned insurance premium regaribe year ended 31 December 2007 and
for the period from the 27 October 2006 acquisition the Group of JSC Kazakhinstrakh to
31 December 2006 were as follows:

2007 2006

Gross unearned insurance premium reserve, begiofitg period 5,290 4,596
Unearned insurance premium reserve, reinsurance,dk&ginning of

the period (2,609) (2,859)
Net unearned insurance premium reserve, begintitigegeriod 2,681 1,737
Change in unearned insurance premium reserve (25) 742
Change in unearned insurance premium reservepuraimse share 675 202
Change in unearned insurance premium reserve, net 650 944
Net unearned insurance premium reserve, end ajgeri 3,331 2,681
Unearned insurance premium reserve, reinsurance,srad of period 1,934 2,609
Gross unearned insurance premium reserve, endiofipe 5,265 5,290
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14. OTHER ASSETS

Other assets comprise:

31 December 31 December
2007 2006
Other financial assets recorded as loans and recaibles in
accordance with IAS 39:
Other debtors on banking activities 2,159 665
Accrued commission for managing pension assets 71,14 2,289
Accrued other commission income 1,037 466
Other debtors on non-banking activities 171 721
Other 657 418
5171 4,559
Less — Allowance for impairment (Note 18) (504) (218)
4,667 4,341
Other non financial assets:
Prepayments for property and equipment 12,412 997
Inventory 871 905
Investments in associates 262 293
Deferred tax assets (Note 19) 220 -
Other 789 278
19,221 6,814
15. AMOUNTS DUE TO CUSTOMERS
Amounts due to customers include the following:
31 December 31 December
2007 2006
Recorded at amortized cost:
Term deposits:
Legal entities 381,139 291,100
Individuals 282,520 157,281
663,659 448,381
Current accounts:
Legal entities 196,618 96,247
Individuals 75,152 52,597
271,770 148,844
Restricted accounts - 710
935,429 597,935

As at 31 December 2007, the Group’s ten largesbmesrs accounted for approximately 45% of the
total amounts due to customers (31 December 2BR%5).

Management believes that in the event of withdrasidlinds, the Group would be given sufficient
notice so as to realize its liquid assets to enagayment.
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An analysis of customer accounts by sector follows:

31 December % 31 December %
2007 2006
Individuals and
entrepreneurs 357,672 38% 209,878 35%
Oil and gas 206,185 22% 67,540 11%
Financial sector 57,573 6% 44,168 8%
Wholesale trade 57,105 6% 15,800 3%
Other consumer services 55,889 6% 35,514 6%
Transportation 55,690 6% 17,291 3%
Government 47,130 5% 1,813 -
Construction 41,781 5% 81,319 14%
Energy 32,552 4% 12,843 2%
Metallurgy 2,724 - 102,345 17%
Transportation of oil and
gas - - 1,794 -
Other 21,128 2% 7,630 1%
935,429 100% 597,935 100%

16. AMOUNTS DUE TO CREDIT INSTITUTIONS

Amounts due to credit institutions comprise:

31 December 31 December
2007 2006

Recorded at amortized cost:
Loans and deposits from OECD based banks 176,480 1263,
Loans and deposits from Kazakhstan banks 66,889 036,0
Loans and deposits from non-OECD based banks 2,797 0735,
Loans from other financial institutions - 650
Overnight deposits - 3,338
Correspondent accounts 1,286 525
Amounts due to credit institutions 247,452 118,719

Interest rates and maturities of amounts due titdrestitutions are presented as follows:

31 December 2007 31 December 2006

% Maturity % Maturity
Loans and deposits from OECD based banks  3.0%-8.4%  2008-2015 2.3%-8.4% 2007-2015
Loans and deposits from Kazakhstan banks 6.5%-6.6% 008 2 0.7%-7.0% 2007
Loans and deposits from non-OECD based banks 6.2%-6.72008-2009 4.6%-6.7% 2007-2012
Loans from other financial institutions - - 5.9%%4 2007-2012
Overnight deposits - - 2.5%-4.8% 2007
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Fair value of assets pledged and carrying valueloahs under repurchase agreements as at
31 December 2007 and 2006 are presented as follows:

31 December 2007 31 December 2006
Fair value of Carrying value Fair value of Carrying value
collateral of loans collateral of loans
NBK notes 51,672 49,151 29,390 29,520
Treasury bills of the Ministry of
Finance of Kazakhstan 2,973 2,680 1,110 1,000
Total 54,645 51,831 30,500 30,520

In accordance with the contractual terms of the@$afaom certain OECD based banks and EBRD, the
Group is required to maintain certain financialasy particularly with regard to its liquidity, citgl
adequacy and lending exposures. In accordancethgtterms of certain of those loans, the Group is
also required to obtain the approval of the lerfiore distributing any dividends to the common
shareholders other than dividend shares. Furthernoartain of the Group’s outstanding financing
agreements include covenants restricting the Geoability to create security interests over itetss
Should the Group default under these covenants,cihilld result in cross-accelerations and cross-
defaults under the terms of the Group’s other fairag arrangements.

As at 31 December 2007 and 2006, the Group wasnmplance with the covenants of the various
debt agreements the Group has with other bankérsanttial institutions.

DEBT SECURITIES ISSUED
Debt securities issued consisted of the following:

31 December 31 December

2007 2006
Recorded at amortized cost:
Subordinated debt securities issued
Inflation indexed KZT denominated bonds 19,221 9,104
Fixed rate KZT denominated bonds 11,229 10,610
Reverse inflation indexed KZT denominated bonds B.38 8,908
USD denominated bonds - 2,086
Total subordinated debt securities outstanding 38,831 30,708
Unsubordinated debt securities issued
USD denominated bonds 145,017 64,145
KZT denominated bonds 41,038 39,560
Total unsubordinated debt securities outstanding 186,055 103,705
Total debt securities outstanding 224,886 134,413
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The coupon rates and maturities of these debtisiesussued follow:

31 December 2007 31 December 2006
% Maturity % Maturity
Subordinated debt securities issued
Inflation indexed KZT denominated bonds inflation inflation rate
rate plus 1% 2015 plus 1% 2015
inflation rate inflation rate
plus 2% 2010-2017 plus 2% 2010
Fixed rate KZT denominated bonds 7.5%-9.0%  200%2017.5%-9.6% 2007-2015
Reverse inflation indexed KZT denominated 15% less 15% less
bonds inflation rate  2015-2016 inflation rate 2015-2016
USD denominated bonds - - 8.0%-11.8% 2007
Unsubordinated debt securities issued
USD denominated bonds 7.3%-8.1%  2009-2017 7.8%-8.192009-2013
KZT denominated bonds 7.1%-7.8%  2008-2009 5.0%-7.3%2007-2009

Subordinated securities are unsecured obligatidnthed Group and are subordinated in right of
payments to all present and future senior indel@esimnd certain other obligations of the Group.
Interest on debt securities issued is payable s@ma-annual and annual basis.

In accordance with the terms of the USD denomindiedds, the Group is required to maintain
certain financial covenants particularly with refyao its capital adequacy, lending exposures,
limitations on transactions at less than fair maxkdue and payment of dividends. The terms of the
USD denominated bonds include covenants restrictigGroup’s ability to create security interests
over its assets. Should the Group default undesetheovenants, this could result in cross-
accelerations and cross-defaults under the termsh@fGroup’s other financing arrangements.
Management believes that as of 31 December 2002@d@|, the Group was in compliance with the
covenants of the agreements the Group has withdtes’ trustee and holders.

ALLOWANCES FOR IMPAIRMENT LOSSES AND PROVISIONS

The movements in the allowances for impairmenttdrest earning and other assets were as follows:

Loans Amounts due Other Total
to customers from credit assets
institutions

31 December 2005 (25,921) - (134) (26,055)
Additional provisions

recognized (8,179) (6) (146) (8,331)
Write-offs 3,427 - 99 3,526
Recoveries (2,981) - (2 (2,983)
Additional provisions due to

acquisition of subsidiaries - - (35) (35)
31 December 2006 (33,654) (6) (218) (33,878)
Additional provisions

recognized (21,899) (20) (275) (22,184)
Write-offs 1,404 - 32 1,436
Recoveries (2,548) (2) (43) (2,593)
31 December 2007 (56,697) (18) (504) (57,219)

39



19.

Allowances for impairment of assets are deductenh fthe related assets.

The movements in provisions were as follows:

2007 2006
At the beginning of the year (3,021) (2,280)
Recovery of provisions 9,653 7,860
Additional provisions recognized (8,656) (8,612)
Write-off 139 11
At the end of the year (1,885) (3,021)

Provisions represent provisions against lettexgedit and guarantees issued.

In 2007 the Group possessed collateral in the atbafudZT 155 million (2006 nil).

TAXATION

The Bank and its subsidiaries, other than HSBK ¢Rge) B.V., JSC NBK Bank, OJSC Halyk Bank
Kyrgyzstan, LLP Halyk Dornod, LLP Halyk Astana Dorhand LLP NBK-Finance are subject to
taxation in Kazakhstan. HSBK (Europe) B.V. is sgbjéo income tax in the Netherlands.
JSC NBK Bank and LLP NBK-Finance are subject toome tax in the Russian Federation.
0JSC Halyk Bank Kyrgyzstan is subject to income itathe Republic of Kyrgyzstan. LLP Halyk
Dornod and Halyk Astana Dornod are subject to inedax in Mongolia.

The income tax expense comprises:

Year ended Year ended
31 December 31 December
2007 2006
Current tax charge 9,495 6,337
Deferred tax charge 1,147 2,105
Income tax expense 10,642 8,442

Kazakhstan legal entities must file individual teclarations. The tax rate for banks for incomeoth
than on state and other qualifying securities w@%o 3uring 2007 and 2006. The tax rate for
companies other than banks was also 30% during 206872006, except insurance companies which
were taxed at 4%. Income on state and other quadifyecurities is tax exempt.
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The effective income tax rate differs from the staty income tax rates. A reconciliation of the
income tax expense based on statutory rates witlalas as follows:

Year ended Year ended
31 December 31 December
2007 2006
Income before income tax expense 51,167 35,601
Statutory tax rate 30% 30%
Income tax expense at the statutory rate 15,350 10,680
Tax-exempt interest income on mortgage loans angtierm loans
issued by the Group to modernize equipment (2,244) (2,449)
Tax-exempt interest income and other related incomstate and
other qualifying securities (2,569) (898)
Income of subsidiaries taxed at different rates 9j30 (90)
Tax-exempt interest income on financial lease (9) -
Tax-exempt income on dividends (300) -
Non-deductible expenditures
- other provisions 122 345
- general and administrative expenses 195 271
- withholding tax on interest 112 237
- charity 6 27
- interest on deposits to non-residents 3 27
Other 285 292
Income tax expense 10,642 8,442

Deferred tax assets and liabilities comprise:

31 December

31 December

2007 2006
Tax effect of deductible temporary differences:
Bonuses accrued 1,262 870
Vacation pay accrual 212 -
Insurance premium reserves 129 -
Deferred tax asset 1,603 870
Tax effect of taxable temporary differences:
Loans to customers, allowance for impairment losses (3,431) (1,599)
Property and equipment, accrued depreciation (3,342 (1,801)
Provisions, different rates (322) -
Fair value of derivatives (185) -
Deferred tax liability (5,280) (3,400)
Net deferred tax asset (Note 14) 220 -
Net deferred tax liability (3,897) (2,530)

Kazakhstan and other countries where the Groupatgsecurrently has a number of laws related to
various taxes imposed by both state and regionargmental authorities. Applicable taxes include
value added tax, income tax, social taxes, andrath@plementing regulations are often unclear or
nonexistent and few precedents have been estadlishi#en, differing opinions regarding legal
interpretation exist both among and within governtmmainistries and organizations; thus creating
uncertainties and areas of conflict. Tax declarstidogether with other legal compliance areas (as
examples, customs and currency control matters3wgect to review and investigation by a number
of authorities, which are enabled by law to impseeere fines, penalties and interest charges. These
facts create tax risks in Kazakhstan substantialbye significant than typically found in countries
with more developed tax systems.
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Management believes that the Group is in complianite the tax laws affecting its operations;
however, the risk remains that relevant authoritesld take differing positions with regard to

interpretive issues.

20. OTHER LIABILITIES

Other liabilities comprise:

Other financial liabilities:

Other creditors on non-banking activities
Payable for general and administrative expenses
Other creditors on bank activities

Amounts due to government

Accrued other commission expense

Other

Other non financial liabilities:

Salary payable

Taxes payable other than income tax
Other prepayments received

Current income tax payable
Payables for property and equipment

21. EQUITY

Authorized, issued and fully paid shares as at 8delhber 2007 and 2006 were as follows:

31 December 2007

Share capital

Share capital authorized and
authorized not issued
Common 1,129,016,660 (145,000,000)
Convertible preferred 80,225,222
Non-convertible preferred 24,742,000

31 December 2006

Share capital
Share capital authorized and

authorized not issued
Common 1,129,016,660
Convertible preferred 80,225,222
Non-convertible preferred 24,742,000
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31 December

31 December

2007 2006

1,101 859
155 339

95 55

- 110

- 27

175 175
1,526 1,565
5,653 3,622
1,111 942
1,015 359
956 60

- 21
10,261 6,569

Fully paid and
issued share
capital

Fully paid and
issued share
capital

(154,468,878)

984,016,660
80,225,222
24,742,000

974,547,782
80,225,222
24,742,000

Share
capital
repurchased

(361
55,437)

Share
capital
repurchased

§3r88)
(1%),03

Outstanding
shares

(4,257,172) 979,759,488
80,192,612

24,686,763

Outstanding
shares

970,689,036
80,215,187
24,742,000



All shares are KZT denominated. Movements of shauwstanding are as follows:

Number of shares Nominal (placement) amount
Common Non- Convertible Common Non- Convertible
convertible preferred convertible preferred
preferred preferred

31 December 2005 897,383,050 24,742,000 74,887,521 14,206 2,474 202,3
Capital contributions 75,531,122 - 5,327,666 30,755 - 913
Purchase of treasury shares (2,225,136) - - (22) -
31 December 2006 970,689,036 24,742,000 80,215,187 44,939 2,474 13,233
Capital contributions 9,468,878 - - 4,847
Purchase of treasury shares (398,426) (55,237) (22,575) (28) -
31 December 2007 979,759,488 24,686,763 80,192,612 49,758 2,474 383,2

At 31 December 2007, the Group held 4,257,172 ®fGhoup’s common shares as treasury shares at
KZT 43 million (31 December 2006 — 3,858,746 at KZ& million).

Common Shares
Each common share is entitled to one vote andualdqr dividends.
Preferred shares

In accordance with IAS 32 “Financial Instrumentsedentation”, both the non-convertible and
convertible preferred shares (together, the “PreferShares”) are classified as compound
instruments. On a return of capital on liquidatitre assets of the Group available for distributiom
applied in priority to any payment to the holdefscommon shares in paying to the holders of the
Preferred Shares an amount equal to the nominahtapid up or credited as paid up.

The terms of the Preferred Shares require thaB#mk pay a nominal dividend amount of 0.01 KZT
per share in order to comply with Kazakhstan legish, which represents the liability component.
This legislation requires joint stock companiegp#y a certain guaranteed amount of dividends on
preferred shares. According to Kazakhstan legmtatin Joint Stock Companies, dividend payments
on the preference shares cannot be less thanuitenils paid on common shares. Furthermore, the
dividends on common shares will not be paid unitiid&nds on preference shares are fully paid.

The payment of additional dividends on the Preter&hares is determined based on a formula
specified in the preference share agreement atxhsed on the Group’s profitability. Where the
Group has net income no greater than KZT 160 tithes quantity of issued Preferred Shares,
multiplied by a factor of inflation plus one pernte as published by the NBK, the dividend per
Preferred Share is determined as net income diviledhe quantity of issued Preferred Shares.
Where net income is greater than this, the divideed Preferred Share is calculated as KZT 160
multiplied by a factor of inflation plus one pemtelnflation in either calculation will range beten
three and nine per cent. Dividends on the Prefe8teates are only paid if declared and approved by
the Board of Directors at the Annual General Maptihthe Shareholders.

The Preferred Shares do not have any voting rightkess the payment of preferred dividends has
been delayed for three months or more from the tti@e became due.

Share premium reserve

Share premium reserve represents an excess ofitegions received over the nominal value of
shares issued.
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22.

Convertible preferred shares

Each convertible preferred share is convertiblerte common share at the discretion of the Board of
Directors. In addition, the Group will pay a compation amount to each convertible preferred
shareholder on conversion based on a formula seécih the preference share agreement. This
payment is calculated such that, at the date ofersion, if the value of the common shares received
by the preferred shareholder is less than KZT 1&0spare, the Group will reimburse the preferred
shareholders for the difference in cash at the tfreonversion.

COMMITMENTS AND CONTINGENCIES

Financial Commitments and Contingencie§he Group’s financial commitments and contingesc
comprised the following:

31 December 31 December
2007 2006

Commitments to extend credit 37,746 21,629
Guarantees issued 34,888 39,897
Commercial letters of credit 18,825 18,326
Financial commitments and contingencies 91,459 79,852
Less: cash collateral against letters of credit (443) (132)
Less: provisions (1,885) (3,021)
Financial commitments and contingencies, net 89,131 76,699

Guarantees issued included above represent filap@aantees where payment is not probable as at
the respective balance sheet date, and therefere i@t been recorded in the consolidated balance
sheet. As at 31 December 2007, the ten largestgiges accounted for 54% of the Group’s total
financial guarantees (31 December 2006 — 63%) apdesented 13% of the Group’s total equity
(31 December 2006 — 21%).

As at 31 December 2007, the ten largest lettersredit accounted for 31% of the Group’s total
commercial letters of credit (31 December 20068%Y and represented 7% of the Group’s total
equity (31 December 2006 — 12%).

The Group requires collateral to support credidted financial instruments when it is deemed
necessary. Collateral held varies, but may incldejgosits held in the banks, government securities
and other assets.

Trust Activities- In the normal course of its business, the Gentprs into agreements with clients to
manage the clients’ assets with limited decisiokin@rights and in accordance with specific craeri
established by the clients. The Group may onlyidigld for losses or actions aimed at appropriation
of the clients’ funds if such funds or securitieés aot returned to the client. The maximum poténtia
financial risk of the Group on any date is equalthie volume of the clients’ funds, net of any
unrealized income/loss on the client’'s position.eThalance of the clients’ funds under the
management of the Group, as at 31 December 20ZTis354 million (2006 — KZT 254 million).

Legal proceedings From time to time and in the normal course of bese claims against the Group
are received from customers and counterparties.alylement is of the opinion that no material
unaccrued losses will be incurred and accordinglyrovision has been made in these consolidated
financial statements.
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Taxation — Commercial legislation of the countries where tBroup operates, including tax
legislation, may allow more than one interpretatiom addition, there is a risk of tax authorities
making arbitrary judgments of business activitiés particular treatment, based on Management’s
judgment of the Group’s business activities, wavdochallenged by the tax authorities, the Group
may be assessed additional taxes, penalties aareédit

Such uncertainty may relate to the valuation adificial instruments and the market pricing of deals.
Additionally such uncertainty may relate to theuadlon of temporary differences on the provision
and recovery of the provision for impairment lossesloans to customers and receivables, as an
underestimation of the taxable profit. The managenoé the Group believes that it has accrued all
tax amounts due and therefore no allowance hasrhade in the consolidated financial statements.

Tax years remain open to review by the tax autiesritor five years. However, tax authorities may
perform additional reviews, if considered necesshraccordance with judicial rulings, the peridd o

review can be altered, if the court acknowledgesféttt of interdiction to conducting the tax review
by the tax authorities.

NET INTEREST INCOME

Year ended Year ended
31 December 2007 31 December 2006

Interest income comprises:
Interest income on financial assets recorded at amtized cost:

- interest income on impaired assets 121,017 73,789

- interest income on unimpaired assets 1,223 1,506
Interest income on available for sale investmeatistes 7,737 1,652
Interest income on financial assets at fair valweugh profit or loss 2,589 3,700
Total interest income 132,566 80,647
Interest income on financial assets recorded at amtized cost comprises:

Interest income on loans to customers 116,147 71,292

Interest income on amounts due from credit instihg and cash and cash

equivalents 6,093 4,003

Total interest income on financial assets recoateainortized cost 122,240 75,295

Interest income on financial assets at fair valueirough profit or loss:

Interest income on financial assets held-for-trgdin 2,589 3,700
Total interest income on financial assets at falug through profit or loss 2,589 3,700
Interest income on available for sale investmeaotistes 7,737 1,652
Total interest income 132,566 80,647
Interest expense comprises:

Interest expense on financial liabilities recordédmortized cost (61,532) (34,184)
Total interest expense (61,532) (34,184)
Interest expense on financial liabilities recordect amortized cost comprise:

Interest expense on debt securities issued (15,395) (9,238)

Interest expense on amounts due to customers (35,348) (18,491)

Interest expense on amounts due to credit ingtitati (10,789) (6,455)
Total interest expense on financial liabilitiesorted at amortized cost (61,532) (34,184)
Net interest income before impairment charge 71,034 46,463
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25.

FEES AND COMMISSIONS

Fee and commission income was derived from thewatlg sources:

Bank transfers

Pension fund and asset management
Cash operations

Plastic cards maintenance
Maintenance of customer accounts
Letters of credit and guarantees issued
Customers’ pension payments

Utilities payments

Foreign currency operations

Other

Fee and commission expense comprised the following:

Plastic cards

Bank transfers

Foreign currency operations
Other

NET GAIN/(LOSS) FROM FINANCIAL ASSETS AND LIABILITI

THROUGH PROFIT OR LOSS

Year ended Year ended
31 December 31 December
2007 2006
8,184 5,898
6,497 7,030
3,747 2,714
1,575 433
1,433 1,104
1,424 1,357
1,292 1,080
239 765
52 232
985 1,451
25,428 22,064
Year ended Year ended
31 December 31 December
2007 2006
(682) (490)
(182) (148)
(141) (117)
(250) (174)
(1,255) (929)

ES AT FAIR VALUE

Net gain/(loss) on financial assets and liabilia¢$air value through profit or loss comprises:

Net gain/(loss) on operations with financial assetnd liabilities

classified as held for trading:
Gain on trading operations
Net fair value adjustment

Total net gain/(loss) on operations with financiedets and liabilities

classified as held for trading
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Year ended Year ended
31 December 31 December
2007 2006
4,026 729
(661) (922)
3,365 (193)




26.

27.

28.

NET GAIN ON FOREIGN EXCHANGE OPERATIONS

Net gain on foreign exchange operations comprises:

Dealing, net
Translation differences, net

Total net gain on foreign exchange operations

INSURANCE UNDERWRITING INCOME

Insurance underwriting income comprised:

Insurance premiums written, gross
Ceded reinsurance share
Change in unearned insurance premiums, net

OPERATING EXPENSES

Operating expenses comprised:

Salaries and other employee benefits
Depreciation and amortization expenses
Taxes other than income tax

Deposit insurance

Rent

Repair and maintenance
Communication

Advertisement

Insurance agency fees

Security

Professional services

Business trip expenses

Information services

Stationery and office supplies
Transportation

Social events

Charity

Hospitality expenses

Other
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Year ended Year ended
31 December 31 December
2007 2006
6,861 5,174
(1,414) (1,734)
5,447 3,440
Year ended Year ended
31 December 31 December
2007 2006
11,768 2,420
(5,198) (812)
(650) (944)
5,920 664
Year ended Year ended
31 December 31 December
2007 2006
19,681 15,931
3,366 2,371
1,949 1,256
1,814 885
1,342 644
1,238 1,207
1,118 644
1,012 789
950 201
803 510
779 907
676 532
493 376
483 539
416 209
174 95
65 97
- 211
1,483 712
37,842 28,116




29. EARNINGS PER SHARE

Basic and diluted earnings per share are calculatedlividing the net income for the year
attributable to equity holders of the parent by Weighted average number of participating shares

outstanding during the year.

According to Kazakhstan legislation on Joint Stdc&mpanies, and as described in Note 21,
dividend payments per common share cannot exceeditidends per share on preferred shares for
the same period. Therefore, net profit for the qubris allocated to the ordinary shares and the
preference shares in accordance with their legdl @mtractual dividend rights to participate in

undistributed earnings.

The following table presents basic and diluted is@per share:

Basic earnings per share

Net profit for the year attributable to equity hetd of the parent
Less: Additional dividends that would be paid ot diistribution of
profit to the preferred shareholders

Less: Dividends paid on preference shares
Net profit for the year attributable to preferréthseholders

Earnings attributable to common shareholders

Weighted average number of common shares for thgopeas of basic
earnings per share

Basic earnings per share (Tenge)

Diluted earnings per share

Earnings used in the calculation of basic earnpegsshare

Add: Dividends paid on convertible preferred shares

Add: Additional dividends that would be paid onl fdistribution of
profit to the convertible preferred shareholders

Less: Amounts payable to convertible preferrededinalders upon
conversion

Earnings used in the calculation of total dilutednéngs per share

Weighted average number of common shares for theopas of basic
earnings per share

Shares deemed to be issued:

Weighted average number of common shares that wisuigsued for the
convertible preferred shares

Weighted average number of common shares for theopas of diluted
earnings per share

Diluted earnings per share (Tenge)

Year ended Year ended
31 December 31 December
2007 2006
40,097 26,659
(2,304) (1,409)
(1,579) (1,355)
(3,883) (2,764)
36,214 23,895
978,504,308 904,100,063
37.01 26.43
36,214 23,895
1,207 1,018
1,761 1,076
(1,138) (8,541)
38,044 17,448
978,504,308 904,100,063
80,214,034 79,854,432
1,058,718,343 983,954,495
35.93 17.73
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30. BUSINESS COMBINATIONS

Subsidiaries acquired in 2006

Principal activity Date of acquisition Proportion of Cost of acquisition
shares acquired
JSC Kazakhinstrakh Insurance 27 October 2006 56.7% ,7824
JSC Halyk Life Life insurance 1 September 2006 1940.0 560

JSC Kazakhinstrakh

During 2006, the Group acquired 56.7% of the sltaptal of JSC Kazakhinstrakh for KZT 4,782
million bringing its share in the Company to 98.4%he consideration was paid in two tranches on
27 October 2006 and 30 October 2006 and control whtined on 27 October 2006.
JSC Kazakhinstrakh had previously been accountedsfan equity method investment, and has been
included in the consolidated balance sheet andegslts of operations have been included in the
consolidated income statement since 27 October.2006

The purchase price on acquisition of JSC Kazakt@kkthas been allocated as follows:

Book Value Fair value on
acquisition
Cash and cash equivale 269 269
Amounts due from credit institutio 44C 44C
Available-for-sale investment securit 3,73:¢ 3,73¢
Unearned premiums, reinsurance s 2,85¢ 2,85¢
Insurance reserves, reinsurance < 63 63
Insurance receivabl 1,11: 1,11:
Other asse 48¢€ 48¢€
Unearned premiun (4,596 (4,596
Insurance reserv (331 (331
Other creditor (1,073 (1,073
Net assets 2,963 2,963
Group’s acquired share of the fair value of nett 1,68( 1,68(
Goodwill - 3,102
Consideration paid in cash - 4,782
Less: cash and cash equivalent balances acquired - 269) (
- 4,513

At the date of acquisition the estimated fair valoke the net assets of JSC Kazakhinstrakh
approximated their carrying amounts. The goodwslulting from this acquisition mainly arises from
the large market share of JSC Kazakhinstrakh.

JSC Halyk Life

During 2006, the Group acquired 100% of the shapatal of JSC Halyk Life for KZT 560 million.
The consideration was paid in two tranches on lteBeper 2006 and 8 September 2006 and control
was obtained on 1 September 2006. JSC Halyk lafeleen included in the consolidated balance
sheet and its results of operations have beendadlin the consolidated income statement since
1 September 2006.
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The purchase price on acquisition of JSC Halyk bde been allocated as follows:

Book value Fair value on
acquisition

Amounts due from credit institutio 360 360
Available-for-sale investment securit 204 204
Other asse 7 7
Liabilities (40) (40)
Net assets 531 531
Group’s share of the fair value of net assets 531 531
Goodwill - 29
Consideration paid in cash - 560

At the date of acquisition the estimated fair vatlighe net assets of JSC Halyk Life approximated
their carrying amounts.

Included in the Group’s net profit for the year edd31 December 2006 are KZT 46 million net
income and KZT 21 million net loss attributable ttee purchases of JSC Kazakhinstrakh and
JSC Halyk Life, respectively.

Had these business combinations been effectedatudary 2006, the net income of the Group for the
year ended 31 December 2006 would have been KZz@@7illion and revenue would have been

KZT 110,714 million. The directors of the Group eater these 'pro-forma’ numbers to represent an
approximate measure of the performance of the combigroup on an annualised basis and to
provide a reference point for comparison in fupegiods. In determining the ‘pro-forma’ numbers the
management of the Group used stand-alone finastééments of acquired subsidiaries without
making any adjustments to them.

FINANCIAL RISK MANAGEMENT

Management of risk is fundamental to the Groupiskivag business and is an essential element of the
Group’s operations. The main risks inherent toGheup’s operations are those related to:

* Credit risk

e Liquidity risk

» Market risk
The Group recognizes that it is essential to hdfigient and effective risk management processes in
place. To enable this, the Group has establishigk ananagement framework, whose main purpose
is to protect the Group from risk and allow it theeve its performance objectives. Through the risk
management framework, the Group manages the faitpwsks:

Credit risk

The Group is exposed to credit risk which is tisi that one party to a financial instrument will fa
to discharge an obligation and cause the othey paitcur a financial loss.
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Risk management and monitoring is performed withe limits of authorit. These procedures are
performed, by the Credit Committees and the GrodMasagement Board. Before any application is
made by the Credit Committee, all recommendationsciedit processes (e.g. borrower’s limits
approved) are reviewed and approved by respectiwisiah of the Risk Management Department.
Daily risk management is performed by the Brancbd@mivisions of the Bank.

The Group structures the level of credit risk idartakes by placing limits on the amount of risk
accepted in relation to one borrower, or groupdafrowers, and to industry (and geographical)
segments. Limits on the level of credit risk cartcation by industry sector and by region are
approved quarterly (annually) by the Assets andbilitees Management Committee (ALMC). Limits
on credit risk exposure with respect to credit paogmes (Small and medium enterprises (SME) and
retail) are approved by Management board. The expo® any one borrower including banks and
brokers, covering on and off-balance sheet expeswtach are reviewed by the Credit Committees
and ALMC. Actual exposures against limits are manait daily.

Where appropriate, and in the case of most lodres,Group obtains collateral and corporate and
personal guarantee. However a significant portibrloans is personal lending, where no such
facilities can be obtained. Such risks are monitom a monthly basis with preparation of
management reports.

Commitments to extend credit represent unusedguaiof credit in the form of loans, guarantees or
letters of credit. The credit risk on off-balarsleeet financial instruments is defined as a prditabi
of losses due to the inability of counterparty tamply with the contractual terms and conditions.
With respect to credit risk on commitments to egteredit, the Group is potentially exposed to & los
in an amount equal to the total unused commitmetdsvever, the likely amount of the loss is less
than the total unused commitments since most comemits to extend credit are contingent upon
customers maintaining specific credit standard$ie Group applies the same credit policy to the
contingent liabilities as it does to the balanceestinancial instruments, i.e. the one based en th
procedures for approving the grant of loans, uimgs to mitigate the risk, and current monitoring
The Group monitors the term to maturity of off mala sheet contingencies because longer term
commitments generally have a greater degree oftaigkl than short-term commitments.

Maximum Exposure

The Groups maximum exposure to credit risk vangsificantly and is dependant on both individual
risks and general market economy risks.

The following table presents the maximum exposarerédit risk of financial assets and contingent
liabilities. For financial assets the maximum expesequals to a carrying value of those assets prio
to any offset or collateral. For financial guara@asteand other contingent liabilities the maximum
exposure to credit risk is the maximum amount tmeu@ would have to pay if the guarantee was
called on or in the case of commitments, if thenlaanount was called on (Note 22). The collateral
pledged was determined based on its fair valudianiizéd to the outstanding balance of each loan.

31 December
2007

Maximum  Offset Net exposur¢ Collateral Net exposure
exposure after offset Pledged after offset
and collateral

Cash and cash equivalents* 252,327 - 252,327 7,791 244,536
Financial assets at fair value through profit @slo 48,073 : 48,073 : - 48,073
Amounts due from credit institutions 3,398 - 3,398 358 3,040
Loans to customers 1,040,273 - 1,040,273 931,640 108,633
Available-for-sale investment securities 107,839 - 107,839 - 107,839
Other financial assets 4,667 - 4,667 - 4,667
Total financial assets 1,456,577 "- 1,456,577 939,431 516,788
Commitments and contingencies 89,574 - 89,574 443 89,131
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Cash and cash equivalents*

Financial assets at fair value through profit @slo
Amounts due from credit institutions

Loans to customers

Available-for-sale investment securities

Other financial assets

Total financial assets

Commitments and contingencies

31 December

2006
Maximum  Offset Net exposure Collateral Net exposure
exposure after offset Pledged after offset
and collateral
112,868 - 112,868 4,315 108,553
53,195 - 53,195 - 53,195
2,049 - 2,049 - 2,049
596,216 - 596,216 564,673 31,543
123,339 - 123,339 - 123,339
4,341 - 4,341 - 4,341
892,008 - 892,008 568,988 3,0
76,801 - 76,801 132 ,6696

* Amount represents the short-term loans and dé&pesth original maturities of not more than 90
days, which are included within cash and cash edgnxs.

Financial assets are graded according to the dumesdit rating they have been issued by an
international rating agency or in accordance with Group’s internal rating system. The highest
possible rating is AAA. Investment grade finan@abkets have ratings from AAA to BBB. Financial
assets which have ratings lower than BBB are othasespeculative grade.

The following table details the credit ratings dafighcial assets held by the Group, before any
impairment losses and which are monitored by i@tééonal rating agencies:

AA-
Cash and cash equivalents 186,653
Financial assets at fair value through
profit or loss 5,967
Amounts due from credit institutions 3,065

Available-for-sale investment securities -
Other financial assets -
Commitments and contingencies -

AA-
Cash and cash equivalents 55,272
Financial assets at fair value through
profit or loss 6,362

Amounts due from credit institutions -
Available-for-sale investment securities -
Other financial assets -
Commitments and contingencies -

31 Decembe
2007
A BBB BB+ <BBB Not Total
rated
53,511 14 12,493 - 2,574 255,245
1,852 1,964 36,949 1,341 - 48,073
- - - - 351 3,416
- - 103,841 3,998 - 107,839
- - - - 5,171 5,171
- - - - 91,459 91,459
3l Decembe
2006
A BBB BB+ <BBB Not Total
Rated
29,909 7 27,668 - 14,943 127,799
2,121 2,163 40,716 1,654 179 53,195
- - 2,055 - - 2,055
- - 118,750 4,589 - 123,339
B} - - - 4,559 4,559
- - - - 79,852 79,852

The banking industry is generally exposed to credk through its financial assets and contingent
liabilities. Credit risk exposure of the Group mncentrated within the Republic of Kazakhstan. The
exposure is monitored on a regular basis to enthae the credit limits and credit worthiness

guidelines established by the Group’s risk managemelicy are not breached.
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Loans to customers are classified based on intassdssments and other analytical procedures. The
respective business units classify loans accorttingpeir risk and the exposure that they potentiall
present to the Bank, and this classification isfieer by the Risk Management function. At present,
the Risk Management function uses classificatianfobows:

Standard loans- The financial condition of the borrower is assésss stable and there is no
indication of any external or internal factors tmgest that the financial condition of the borrolwas
deteriorated. In case there are some minor negaiilieators, the Bank has confidence that the
borrower will be able to cope with such (temporadifficulties. Interest and principal are repaid in
full and in a timely fashion. The borrower is cafesied as having the ability to repay the loan in
accordance with its terms and conditions. Secymitwided for the loan must cover at least 100 per
cent. of the outstanding amount, not less thanefScpnt. in case of highly liquid collateral (which
may include a Government guarantee, bank guaravitbean individual rating not lower than AA -
from one of the rating agencies, corporate guaeawith an individual rating not lower than AA, cash
collateral, Government securities or precious reetidle value of which covers 100 per cent of the
exposure).

Doubtful 1st category- There is evidence of a temporary deterioratiothen financial condition of
the borrower, including a decrease in income arsa bf market share. The borrower repays the loan
principal and the interest without delay and ifl.flilhe value of collateral covers at least 50 prtc

of the Bank’s exposure.

Doubtful 2nd category There is evidence of a temporary deterioratioth@financial condition of
the borrower, including a decrease in income arss lof market share. However, due to temporary
difficulties the borrower repays the loan with deland/or not in full. The value of collateral cove

at least 50 per cent of the Bank’s exposure.

Doubtful 3rd category- There is evidence of a more severe deterioratidhne financial condition of
the borrower, including negative operating resaltsl a declining liquidity position. The current
financial condition of the borrower can be consideunstable and raises concerns as to the ability o
the borrower to improve its current financial penfiance, thus casting doubt on the borrower’s gbilit
to repay the loan and the interest in full. Howewderspite severe deterioration of financial hetith
borrower manages to repay the loan and interefdlirand without delay. The value of collateral
covers at least 50 per cent of the Bank’s exposure.

Doubtful 4th category There is evidence of a more severe deterioratidhe financial condition of
the borrower, including negative operating resaltsl a declining liquidity position. The current
financial condition of the borrower can be considkunstable and raises concerns as to the ability o
the borrower to stabilize and improve its curranaiicial performance and impairs the borrower’s
ability to repay the loan and the interest in fililhe borrower repays the loan late and/or not h fu
The value of collateral covers at least 50 per oétite Bank’s exposure.

Doubtful 5th category- The deterioration in the financial condition bketborrower has reached a
critical level, including significant operating ks, a loss of market position, negative equityiaisd
probable that the borrower will be unable to reffas loan and the interest in full. The quality of
collateral can be classified as satisfactory (ndlgmmeot highly liquid but covering not less thanQLO
per cent. of the borrower’s outstanding debt) aatisfactory (the value of which covers nearly but
not less than 50 per cent of the borrower’s outitandebt).

Loss— In the absence of any information to the contraing borrower’s financial condition and
operations have reached the point where it is evitteat the borrower cannot repay the loan and the
collateral value is negligible. The loan is unctdtalized or the value of the collateral covers lian

50 per cent of the borrowers’ outstanding debt.
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Standard loans
Doubtful 1st category
Doubtful 2nd category
Doubtful 3rd category
Doubtful 4th category
Doubtful 5th category
Loss loans

Less — Allowance for loan impairment (Note 18)

Loans to customers

31 December

31 December

2007 2006
8,423 278,831
1,006,840 295,399
7,857 2,332
46,693 25,074
4,193 2,815
2,777 9,417
20,187 16,002
1,096,970 629,870
(56,697) (33,654)
1,040,273 596,216

The following table details the carrying value sbets that are impaired and the ageing of those tha

are past due but not impaired:

Financial assets past due but not
impaired

31 December 2007

Neither Financial assets 0-3 3-6 6 months Greater Financial assets that Total
pastdue that have been months months to 1 year than one have been individually
nor collectively year impaired
individually impaired
impaired
Financial assets at fair
value through profit or
loss 48,073 - - - - - - 48,073
Amounts due from
credit institutions 3,398 - - - - - 18 3,416
Loans to customers 7,672 838,734 1 - 1 16 250,546 1,096,970
Investment securities
available-for-sale 107,839 - - - - - - 107,839
Other financial assets 4,667 - - - - - 504 5,171
Financial assets past due but not 31 December 2006
impaired
Neither  Financial assets Financial assets that
past due that have been Greater have been Total
nor collectively 0-3 3-6 6 months than one individually impaired
individually impaired months months to 1year year
impaired
Financial assets at fair
value through profit or
loss 53,195 - - - - - - 53,195
Amounts due from credit
institutions 2,049 - - - - - 6 2,055
Loans to customers 9,529 372,086 - - 4 11 248,240 629,870
Available-for-sale
investment securities 123,339 - - - - - - 123,339
Other financial assets 4,341 - - - - - 218 4,559
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Currency Risk- The Group is exposed to effects of fluctuatiorttie prevailing foreign currency
exchange rates (primarily USD) on its financialipos and cash flows, which are monitored daily.
The Assets and Liabilities Management Committes keiits on the level of exposure by currencies
within the authority approved by the Board of Dimes, by branches and in total. These limits also
comply with the minimum requirements of the FMSA€eTGroup’s exposure to foreign currency
exchange rate risk follows:

31 December 2007 31 December 2006
KZT Foreign Total KZT Foreign Total
currencies currencies
FINANCIAL
ASSETS:
Cash and cash
equivalents 9,831 245,414 255,245 31,957 95,842 127,799
Obligatory reserves 30,122 57,146 87,268 18,873 36,233 55,106
Financial assets at fair
value through profit
or loss 37,248 10,825 48,073 37,484 15,711 53,195
Amounts due from
credit institutions 3,084 314 3,398 1,928 121 2,049
Available-for-sale
investment securities 106,886 953 107,839 122,157 1,182 123,339
Loans to customers 621,285 418,988 1,040,273 091,0 305,209 596,216
Other financial assets 3,208 1,459 4,667 2,925 1,416 4,341
811,664 735,099 1,546,763 506,331 455,714 962,045
FINANCIAL
LIABILITIES:
Amounts due to
customers 548,136 387,293 935,429 303,199 204,7 597,935
Amounts due to credit
institutions 79,989 167,463 247,452 55,042 BB,6 118,719
Financial liabilities at
fair value through
profit or loss - 2,851 2,851 - 10 10
Debt securities issued 79,863 145,023 224,886 ,1888 66,225 134,413
Other financial
liabilities 267 1,259 1,526 1,133 432 1,565
708,255 703,889 1,412,144 427,562 425,080 ,6822
Net balance sheet
position 103,409 31,210 134,619 78,769 30,634 109,403
Net off balance sheet
position 238,786 1,606 240,392 80,203 159,191 239,394
Total open position 342,195 32,816 375,011 158,972 189,825 348,797

The Group’s principal cash flows are generated4T land USD. As a result, potential movements in
the exchange rate between KZT and USD will afféet tarrying values of the Group’s USD
denominated monetary assets and liabilities.

Interest Rate Risk Interest rate risk arises from the possibilliattchanges in interest rates will
affect the value of the financial instruments.

The Bank’s interest rate policy is reviewed andrappd by the Bank's Assets and Liabilities

Management Committee. The interest rates on th&'Bassets and liabilities are disclosed in the
relevant notes to the consolidated financial statgm
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Liquidity Risk— Liquidity risk refers to the availability of didient funds to meet deposit withdrawals
and other financial commitments associated withrfmal instruments as they actually fall due. Short
term liquidity needs are managed by the Bank’s Jusafunction collecting daily customers’ cash
inflow/outflow forecasts. Long-term liquidity managent is performed by the Assets and Liabilities
Management Committee by analyzing longer term diqui positions and making decisions on
managing significant gaps through various availabéans. The Assets and Liabilities Management
Committee within the authority approved by the Rbaets limits on the minimum proportion of
maturing funds available to meet deposit withdrawatd on the minimum level on interbank and
other borrowing facilities that should be in plame cover withdrawals at unexpected levels of
demand.

The following tables provide an analysis of fina@&ssets and liabilities grouped on the basisi®f t
remaining period from the balance sheet date toctimgractual maturity date, except for financial
assets at fair value through profit or loss whioh iacluded in the column “On demand” as they are
available to meet the Group’s short-term liquidiigeds. The presentation below is based upon the
information provided internally to key managemeatgonnel of the entity.

31 December 2007

On demand Less than 1to 3 3 months 1t03 Over 3 Total
1 month months to 1 year Years Years
FINANCIAL
ASSETS:
Cash and cash
equivalents 8,501 246,464 280 - - - 255,245
Obligatory
reserves 24,099 15,353 10,540 25,708 7,471 4,097 87,268
Financial assets ¢
fair value
through profit o1
loss 48,073 - - - - - 48,073
Amounts duerom
credit institution - 193 127 2,460 590 28 3,398
Available-for-sale
investment
securities 2,045 35,350 332 56,493 4,694 8,925 107,839
Loans to
customers 9,384 6,024 78,632 485,795 303,862 156,576 1,040,273
Other financial
assets 833 1,675 132 1,578 184 265 4,667
92,935 305,059 90,043 572,034 316,801 169,891 1,546,763
FINANCIAL
LIABILITIES:
Amounts due to
customers 258,322 164,571 112,974 275,565 80,078 43,919 935,429
Amounts due to
credit institutions 1,836 71,323 11,656 28,393 113,640 20,604 247,452
Financial liabilities
at fair value
through profit or
loss 2,851 - - - - - 2,851
Debt securities
issued 126 - 2,418 913 156,286 65,143 224,886
Other financial
liabilities 85 654 724 15 48 - 1,526
263,220 236,548 127,772 304,886 350,052 129,666 1,412,144
Net position (170,285) 68,511 (37,729) 267,148 (33,251) 40,225
Accumulated gap (170,285) (101,774) (139,503) 127,645 94,394 134,619
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31 December 2006

On demand Less than 1t03 3 months 1to3 Over 3 Total
1 month months to 1 year Years Years
FINANCIAL
ASSETS:
Cash and cash
equivalents 22,359 86,031 19,409 - - - 127,799
Obligatory reserves 13,718 13,797 2,575 20,248 3,869 899 55,106
Financial assets at
fair value through
profit or loss 52,163 1,032 - - - - 53,195
Amounts due from
credit institutions - - 162 148 1,711 28 2,049
Available-for-sale
investment
securities - 109,302 66 182 4,597 9,192 123,339
Loans to customers 2,405 24,267 49,929 251,183 144,508 123,924 596,216
Other financial assets - 2,751 264 1,032 - 294 4,341
90,645 237,180 72,405 272,793 154,685 134,337 962,045
FINANCIAL
LIABILITIES:
Amounts due to
customers 148,844 149,704 27,941 219,707 41,981 9,758 597,935
Amounts due to
credit institutions 524 48,824 11,384 32,909 5,108 19,970 118,719
Financial liabilitiesat
fair value through
profit or loss 10 - - - - - 10
Debt securities
issued - - - 3,926 103,530 26,957 134,413
Other financial
liabilities - 306 60 1,090 109 - 1,565
149,378 198,834 39,385 257,632 150,728 56,685 852,642
Net position (58,733) 38,346 33,020 15,161 3,957 77,652
Accumulated gap (58,733) (20,387) 12,633 27,794 31,751 109,403
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A further analysis of the liquidity and interesteaarisks is presented in the following tables in

accordance with IFRS 7. The amounts disclosed esehables do not correspond to the amounts
recorded on the consolidated balance sheet agéisergation below includes a maturity analysis for
financial liabilities that indicates the total reimiag contractual payments (including interest

payments), which are not recognized in the conatiu balance sheet.

Weighted Up to 1monthto 3 monthto 1 yearto Over Maturity 31 Decembe
average 1 month 3 months 1 year 3 years 3 years undefined 2007
effective Total
interest rate
FINANCIAL
LIABILITIES:
Amounts due to credit
institutions 5.83% 87,213 11,995 42,263 131,004 20,807 - 293,282
Amounts due to
customers 5.38% 429,083 121,083 292,115 90,954 46,700 - m,9

Financial liabilities at
fair value through

profit or loss - 110,501 - - - - - 110,501
Debt securities issued 7.73% 261 2,818 15,921 02,0B1 281,221 - 402,252
Commitments to

extend credit - 37,746 - - - - - 37,746

664,804 135,896 350,299 323,989 348,728 - 1,823,715
Derivative financial
assets 103,150 - - - - - 103,150
Weighted Upto 1monthto 3 monthto lyearto Over Maturity 31 Decembe
average 1 month 3 months 1 year 3 years 3 years undefined 2006
effective Total
interest rate
FINANCIAL
LIABILITIES:
Amounts due to credit

institutions 6.40% 41,845 5,755 20,278 62,856 9,983 - 140,717
Amounts due to

customers 4.31% 274,270 77,396 186,720 58,138 29,851 - 626,375
Financial liabilities at

fair value through

profit or loss - 174,817 - - - - - 174,817
Debt securities issued 8.32% 154 1,663 11,776 1,786 273,445 - 338,824
Commitments to

extend credit - 21,629 - - - - - 21,629

512,715 84,814 218,774 172,780 313,279 - 2131
Derivative financial
assets 291,985 - - - - - 291,985

Market Risk

Market risk covers interest rate risk, currency r@d other pricing risks to which the Group is
exposed. There have been no changes as to thehea@roup measures risk or to the risk it is
exposed in 2007.

The Group is exposed to interest rate risks agientn the Group borrow funds at both fixed and
floating rates. The risk is managed by the Groufntaming an appropriate mix between fixed and
floating rate borrowings.

The ALMC also manages interest rate and markes figkmatching the Group’s interest rate position,
which provides the Group with a positive interesargin. The Department of Financial Control
conducts monitoring of the Group’s current finahgarformance, estimates the Group’s sensitivity
to changes in interest rates and its influencéherGroup’s profitability.
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The majority of the Group’s loan contracts and ofireancial assets and liabilities that bear insere
contain clauses enabling the interest rate to lngdd at the option of the lender. The Group
monitors its interest rate margin and consequetitigs not consider itself exposed to significant
interest rate risk or consequential cash flow risk.

Interest rate risk

The Group manages interest rate by determinindgsttoeip’s exposure to the interest rate risk using
the approach described by the Basle Committee @prihciples for the management and supervision
of interest rate risk. This approach identifies @m@up’s exposure to the interest rate risk byingst
the impact of a parallel movement in interest raiesassets and liabilities by 200 basis points. In
addition the Group performs Value at Risk (“VaRPadysis of interest rates on deposits and loans
based on historical data.

The following table presents a sensitivity analysisnterest rate risk, which has been determined
based on “reasonably possible changes in the dslable”. The impact on profit before tax is the
effect of the assumed changes in interest ratehemet interest income for one year, based on the
floating rate financial assets and liabilities haklat 31 December 2006 and 2007 and the effect of
revaluating instruments with fixed rates accourgethir value. The impact on equity is the effetct o
the assumed changes in interest rate due to chamgetsined earnings and the effect of revaluating
available for sale investment securities with fixates.

Impact on profit before tax based on asset valeed 81 December 2007 and 31 December 2006:

31 December 2007 31 December 2006
Interest rate Interest rate Interest rate Interest rate
+2% -2% +2% -2%

FINANCIAL ASSETS:
Financial assets at fair value through

profit or los: (1,365) 1,556 (2,360) 2,682
Loans to customers 1,441 (1,441) 823 (823)
Investment securities available-for-sale - - - -
FINANCIAL LIABILITIES:
Amounts due to credit institutions (811) 811 (561) 561
Amounts due to customers (1,684) 1,684 - -
Net impact on profit before tax (2,419) 2,610 (2,098) 2,420
Impact on equity:

31 December 2007 31 December 2006
Interest rate Interest rate Interest rate Interest rate
+2% -2% +2% -2%

FINANCIAL ASSETS:
Financial assets at fair value through

profit or los: (1,365) 1,556 (2,360) 2,682
Loans to customers 1,441 (1,441) 823 (823)
Investment securities available-for-sale (766) 766 (685) 685
FINANCIAL LIABILITIES:
Amounts due to credit institutions (811) 811 (561) 561
Amounts due to customers (1,684) 1,684 - -
Net impact on equity (3,185) 3,376 (2,783) 3,105
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Currency risk

Currency risk is defined as the risk that the vatfiea financial instrument will fluctuate due to
changes in foreign exchange rates. The Group i®sexp to the effects of fluctuations in the
prevailing foreign currency exchange rates oniiiarfcial position and cash flows.

The ALMC controls currency risk by management o tipen currency position on the estimated
basis of KZT devaluation and other macroeconondicators, which gives the Group an opportunity
to minimize losses from significant currency ratihsctuations toward its national currency.

The Treasury Department performs daily monitorifighe Group’s open currency position with the
aim to match the requirements of FMSA.

Currency risk is also managed by using a VaR aizlys

A VaR calculation is used to determine the Grougxposure to currency risk, and is based on
statistical data for previous periods HistoricaR/assuming the following:

» benchmark data — average KASE rate used by thepGootecalculate currency positions;

» length of period —one year from the calculatiored@52 working days);

» confidence interval — 95%; and

» positions are assessed for each risk currencythiase which are more than 5% of the
Group’s equity.

The aim of this method is to assess the risk obtargial negative revaluation of the Group’s open
currency positions in order to ensure effective agament of market currency risks.

The table below indicates the currencies in whith®roup had significant exposure at 31 December
2007 and 2006 and its forecasted cash flows. Tladysis calculates the effect of a reasonable
possible movement of the currency rate with alleothariables held constant on the consolidated
income statement. A negative amount in the tableats a potential net reduction in consolidated

income statement, while a positive amount reflaatet potential increase.

31 December 2007 31 December 2006

+10% -10% +10% -10%
KZT/USD KZT/USD KZT/USD KZT/USD

Impact on profit or loss 5,383 (5,383) (484) 484

Limitations of sensitivity analysis

The above tables demonstrate the effect of a chamgekey assumption while other assumptions
remain unchanged. In reality, there is a corretati@tween the assumptions and other factors. It
should also be noted that these sensitivities anelinear, and larger or smaller impacts shouldb®ot
interpolated or extrapolated from these results.

The sensitivity analyses do not take into consiitamathat the Group’s assets and liabilities are
actively managed. Additionally, the financial pasit of the Group may vary at the time that any
actual market movement occurs. For example, the@sdinancial risk management strategy aims to
manage the exposure to market fluctuations. Assimrent markets move past various trigger levels,
management actions could include selling investmesitanging investment portfolio allocation and
taking other protective action. Consequently, tbeia impact of a change in the assumptions may
not have any impact on the liabilities, whereagtssare held at market value on the balance simeet.
these circumstances, the different measuremens bassgabilities and assets may lead to volatility
shareholder equity.
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32.

Other limitations in the above sensitivity analygedude the use of hypothetical market movements
to demonstrate potential risk that only represéw Group’s view of possible near-term market

changes that cannot be predicted with any certaamg the assumption that all interest rates move i

an identical fashion.

Price risk

Price risk is the risk that the value of a finahamstrument will fluctuate as a result of changes
market prices, where those changes are causedtoySapecific to the individual security, its issu

or factors affecting all securities traded in tharket. The Group is exposed to price risks of its
products which are subject to general and spetiéitket fluctuations.

To determine its exposure to price risk the Grosgsta VaR analysis for financial instruments based
on:

* the Monte-Carlo simulation method; and

» the rating method.

« The VaR analysis for each of these methods, respgctis based on the following
statistical data:

Monte-Carlo method

 benchmark data — data on the transaction priceedoh security received from official
KASE sources or other sources such as BloombeRgoters;

» length of period — data from the previous two yésrssed in the VaR calculation;

» Confidence interval — 95%; and

* Quantity of simulations — no less than 10 thousand.

Rating method

» benchmark data — data on the transaction priceedgh security received from official
KASE sources or other exchange, or non-exchange(B&ktomberg, Reuters);

e current yield to maturity; and

» Confidence interval — 95%.

The rating method is used to calculate VaR for gegdued securities or for securities that are not
regularly traded. This method is based on Moodg#ngs and migration tables which reflect a
security’s rating depending on the risk premiumisTimethod is also based on the possibility of
changing the rating.

The VaR on financial derivatives, such as the Hiséb VaR, the Monte-Carlo method and Black-
Scholes method, is also calculated to determinéstioeip’s exposure to price risk. The choice of the
method used to calculate exposure to price risk véaspect to derivatives depends on the underlying
asset.

CAPITAL RISK MANAGEMENT

The Group’s objectives when managing capital, whsch broader concept than the “equity” on the
face of consolidated balance sheet, are as follows:

* To comply with the capital requirements set by fHASA;

» To safeguard the Group’s ability to continue aag concern so that it can continue to
provide returns for shareholders and benefits floerostakeholders; and

» To maintain a strong capital base to support theldpment of its business.
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The required level of capital is determined by nakinto account the above objectives during the
process of preparing the annual budget, and isospdrby the Board and Board of Directors. The
capital adequacy of the Group is controlled acecaydio the principles, methods and coefficients
employed by Basle Committee. There have been naggsaas to the way the Group measures
capital.

Regulatory capital consists of Tier 1 capital, wh@domprises share capital, share premium, retained
earnings including current year profit, foreign reucy translation and minority interest less acdrue
dividends, net long position in own shares and gakhdThe other component of regulatory capital is
Tier 2 capital, which includes subordinated longmntedebt limited to 50% of Tier 1 capital and
revaluation reserves.

The risk-weighted assets are measured based aeraxrdhiy of five risk weighting according to the
nature of — and reflecting an estimate of creddrkat and other risks associated with — each asset
and counterparty, taking into account any eligibtdlateral or guarantees. A similar treatment is
adopted for off-balance sheet exposure, with sodjgsaments to reflect the more contingent nature
of the potential losses.

The table below summarizes the composition of gy capital and the ratios of the Group for the
years ended 31 December. During those two yeagsinttividual entities within the Group and the
Group complied with all of the externally imposexpital requirements to which they are subject.

31 December 31 December
2007 2006

Composition of requlatory capita
Tier 1
Share capiti 65,53: 60,684
Sharepremiun 1,952 2,18:
Reserves and retained earn 92,25 56,73t
Less: revaluation resen 15 (543
Less: goodwi (3,265 (3,265
Minority interes 1,35¢ 1,062
Total qualifying tier 1 capital 157,841 116,857
Tier 2
Subordinated de 33,88« 30,70¢
Revaluation resen (15) 54z
Total qualifying tier 2 capital 33,869 31,251
Less investments in associates (262) (293)
Total regulatory capital 191,448 147,815
Risk weighted assets 1,484,559 945,707
Tier 1 capital ratio 10.6% 12.4%
Total capital adequacy ratio 12.9% 15.6%

Quantitative measures established by the Basle Gibeerio ensure capital adequacy require the

Group to maintain minimum amounts and ratios dalt(8%) and tier 1 capital (4%) to risk weighted
assets.
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33. SEGMENT ANALYSIS

The Group’s primary format for reporting segmenfoimation is business segments and the
secondary format is geographical segments.

Business Segments

The Group is organised on a basis of two main lessisegments:

Retail banking — representing private banking sewi private customer current accounts, savings,
deposits, investment savings products, custodgjtcaed debit cards, consumer loans and mortgages

and cash and foreign currency related services.

Corporate banking — representing direct debit itssl, current accounts, deposits, overdrafts, loan
and other credit facilities, foreign currency aratie finance products.

There were no transactions between business segohgting 2007 and 2006.
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Segment information for the main reportable businesgments of the Group for the years ended
31 December 2007 and 2006 is set out below:

Year ended 31 December 2007
External revenues

Total revenues

Total revenues comprise:

- Interest income

- Net gain from financial assets at
fair value through profit or loss

- Net realized gains from
available-for-sale investment
securities

- Share of loss of associates

- Net gains on foreign exchange
operations

- Fee and commission income

- Insurance underwriting income
and other income

Total revenues

- Interest expense on amounts due
to customers

- Impairment charge

- Fee and commission expense

- Salaries and other employee
benefits

- Deposit insurance and
advertisement expenses

- Recoveries of provisions

Segment result

Total unallocated costs
Income before income tax expense
Income tax expense

Net income

Total segment assets
Unallocated assets

Total assets
Total segment liabilities
Unallocated liabilities

Total liabilities

Other segment items:

Capital expenditure (unallocated)

Depreciation and amortization
expense (unallocated)
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Retall Corporate Other Total
Banking banking
68,882 94,528 11,725 175,135
68,882 94,528 11,725 175,135
50,811 81,755 - 132,566
- - 3,365 3,365
- - 623 623
- (31) - (31)
1,612 3,835 - 5,447
16,459 8,969 - 25,428
- - 7,737 7,737
68,882 94,528 11,725 175,135
(18,333) (17,015) - (35,348)
(6,068) (16,116) - (22,184)
(191) (1,064) - (1,255)
(3,699) (15,982) - (19,681)
(2,826) - - (2,826)
(53) 1,050 - 997
37,712 45,401 11,725 94,838
(43,671)
51,167
(10,642)
40,525
323,093 976,073 155,912 17455,0
139,997
1,595,075
(357,672) (579,641) - (937,313)
(496,737)
(1,434,050)
(9,780)
(3,366)



Year ended 31 December 2006
External revenues

Total revenues

Total revenues comprise:

- Interest income

- Net losses from financial assets
at fair value through profit or
loss

- Net gains from available-for-
sale investment securities

- Share of income of associates

- Net gains from foreign exchange

operations

- Fee and commission income

- Insurance underwriting income
and other income

Total revenues

- Interest expense on amounts due

to customers

- Impairment charge

- Fee and commission expense

- Salaries and other employee
benefits

- Deposit insurance and
advertisement expenses

- Other provisions

Segment result

Total unallocated costs

Income before income tax expense

Income tax expense

Net income

Total segment assets
Unallocated assets

Total assets
Total segment liabilities
Unallocated liabilities

Total liabilities

Other segment items:

Capital expenditure (unallocated)

Depreciation and amortization
expense (unallocated)

Retall Corporate Other Total
Banking banking
47,464 58,854 1,698 108,016
47,464 58,854 1,698 108,016
33,025 47,622 - 80,647
- - (193) (193)
- - 202 202
- 167 - 167
1,043 2,397 - 3,440
13,396 8,668 - 22,064
- - 1,689 1,689
47,464 58,854 1,698 108,016
(8,160) (10,331) - (18,491)
(2,862) (5,469) - (8,331)
(329) (600) - (929)
(3,736) (12,195) - (15,931)
(1,674) - - (1,674)
- (752) - (752)
30,703 29,507 1,698 61,908
(26,307)
35,601
(8,442)
27,159
212,907 513,437 176,355 902,699
88,660
991,359
(210,476) (390,480) - (600,956)
(269,776)
(870,732)
(8,584)
(2,371)
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34.

Some of the assets and liabilities that cannot lleeaded to a particular segment are included in
unallocated assets and liabilities. Unallocatedetassnclude obligatory reserves, property and
equipment and other unallocated assets. Unallodiatgitities include debt securities issued, amsunt
due to credit institutions and other unallocatadilities.

Geographical segments Segment information for the main geographicghsents of the Group is
set out below as at 31 December 2007 and 2006aartkd years then ended.

Kazakhstan OECD Non OECD Total

2007

Total segment assets 1,343,705 242,031 9,339 1,595,075
External revenues 165,034 9,726 375 175,135
Capital expenditure (9,780) - - (9,780)
2006

Total segment assets 892,586 97,124 1,649 991,359
External revenues 104,811 3,165 40 108,016
Capital expenditure (8,584) - - (8,584)

External revenues, assets and credit related comants have generally been allocated based on
domicile of the counterparty. Cash on hand, prgpartd equipment and capital expenditure have
been allocated based on the country in which theyhysically held.

FAIR VALUES OF FINANCIAL INSTRUMENTS

Fair value is defined as the amount at which thgriment could be exchanged in a current
transaction between knowledgeable willing parttean arm’s length transaction, other than in forced
or liquidation sale. The estimates presented hexstnnot necessarily indicative of the amounts the
Group could realize in a market exchange from #ie sf its full holdings of a particular instrument

The following methods and assumptions are used@yGroup to estimate the fair value of financial
instruments not carried at fair value.

Amounts Due from and to Credit Institution&or assets and liabilities maturing within onentfn,

the carrying amount approximates fair value dudghi relatively short- term maturity of these
financial instruments. For the assets and liabditmaturing in over one month, the fair value was
estimated as the present value of estimated futash flows discounted at the appropriate year-end
market rates.

Loans to CustomersThe estimate was made by discounting the schddulture cash flows of the
individual loans through the estimated maturitynggprevailing market rates as at the respective yea
end.

Amounts Due to Customerdnterest rates charged to customers closelyoxppate market interest
rates and accordingly, the carrying amounts appraté fair values.

Debt Securities IssuedMarket values have been used to determine fhevddue of debt securities

traded on an active market. For other debt seegrithe fair value was estimated as the presené val
of estimated future cash flows discounted at tteg-ged market rates.
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35.

The following table sets out the carrying amourd &air values of financial assets and liabilitiext n
carried at their fair values:

31 December 2007 31 December 2006
Carrying Fair Value  Carrying Fair Value
Amount Amount
Financial assets
Amounts due from credit institutions 3,398 3,193 043, 2,049
Loans to customers 1,040,273 1,084,619 596,216 497,8
Financial liabilities
Amounts due to customers 935,429 901,563 597,935 8,259
Amounts due to credit institutions 247,452 267,413 118,719 122,911
Debt securities issued 224,886 212,925 134,413 8634,

Financial assets at fair value through profit @sland available-for-sale investment securities are
carried at fair value in the consolidated balanbeet The carrying amounts of cash and cash
equivalents, obligatory reserves, other financsaslesés and other financial liabilities approximdtds
value due to the short-term nature of such findmegruments.

SUBSEQUENT EVENTS
On 8 January 2008, the Bank established a whollyenwsubsidiary JSC Halyk Bank Georgia. This
subsidiary is incorporated under Georgian law dntdined license for providing banking activities in

Georgia. The share capital of JSC Halyk Bank GeaoiggiLl6 million Georgian Laryis which was fully
paid on 28 January 2008.
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36. RELATED PARTY TRANSACTIONS

Related parties or transactions with related parie assessed in accordance with IAS 24 “Related
Party Disclosures”. Related parties may enter tramsactions which unrelated parties might not.
Transactions between related parties are genaffdlgted on the same terms, conditions and amounts
as transactions between unrelated parties.

In considering each possible related party relatigm attention is directed to the substance of the
relationship, and not merely the legal form. The@r had the following transactions outstanding as

at 31 December 2007 and 2006 with related parties:

Related party

31 December 2007
Total category as

31 December 2006
Related party  Total category as

balances per financial balances per financial
statements statements
caption caption
Loans to customers before allowance for
impairment losses 133 1,096,970 5,246 629,870
- the parent - 229
- entities with joint control or
significant influence over the entity - 4,972
- key management personnel of the
entity or its parent 43 45
- other related parties 920 -
Allowance for impairment losses 56,697 959 33,654
- entities with joint control or
significant influence over the entity - 959
Amounts due to customers 3,735 935,429 217,993 597,935
- the parent 2,673 101,025
- entities with joint control or
significant influence over the entity - 116,306
- associates - 239
- key management personnel of the
entity or its parent 406 423
- other related parties 656 -
Guarantees issued - 34,888 593 39,897
- entities with joint control or
significant influence over the entity - 586
- associates - 7
Year ended Year ended

Related party

31 December 2007
Total category as

31 December 2006
Related party  Total category as

transactions per financial transactions per financial
statements statements
caption caption
Key management personnel
compensation: 909 19,681 1,043 15,931
- short-term employee benefits 909 1,043
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Included in the consolidated income statementtierytears ended 31 December 2007 and 2006 are
the following amounts which arose due to transastiwith related parties:

Year ended Year ended
31 December 2007 31 December 2006
Related party  Total category  Related party  Total category
transactions  as per financial  transactions  as per financial

statements statements
caption caption

Interest income - 132,566 464 80,647
- the parent - 73
- entities with joint control or

significant influence over the entity - 385
- key management personnel of the

entity or its parent - 6
Interest expense 59 61,532 4,664 34,184
- the parent 11 1,944
- entities with joint control or

significant influence over the entity - 2,696
- associates - 4
- key management personnel of the

entity or its parent 22 20
- other related parties 26 -
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