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Message from the Chairman of the Board of Directors

Aidar Arifkhanov
Chairman of the Boards of Directors  
of JSC «Mortgage organization «Kazakhstan Mortgage Company»

In 2017, the subsidiary organization of hold-
ing company «Baiterek», JSC «Mortgage or-
ganization «Kazakhstan Mortgage Company», 
carried out effective work to achieve strategic 
goals in the area of increasing the affordabili-
ty of housing for citizens of our country. New 
instruments for stimulating mortgage lend-
ing were launched, the mechanism for issu-
ing rental housing was improved, most of the 
planned tasks were overfulfilled.

This led to an increase in specific economic 
indicators. The company provided a net profit 
of 19.3% over the previous year. The interna-
tional rating agency confirmed the long-term 
issuer default rating of the Company in for-
eign and local currency at «BBB-» with «Sta-
ble» outlook. These results indicate the effec-
tiveness of the Company as an operator of the 
implementation of state initiatives.

In total for the period of its activity JSC «MO 
«Kazakhstan Mortgage Company» participat-
ed in the implementation of five state and 
sectoral programs. This allowed providing 
about 35 thousand Kazakhstanis with their 
own housing.

In 2017, the Company, as the operator of the 
Housing Construction Program, launched 
a new tool aimed at stimulating the devel-
opment of mortgage lending – subsidizing 
part of the interest rate on mortgage hous-
ing loans issued by commercial banks. Due 

to this, the final mortgage interest rate for the 
borrower is reduced to 10% per annum with 
average rates of commercial banks being 
15-20%. In total for the reporting period the 
Company approved 1336 applications for the 
amount of KZT 13.62 bn.

A great social importance in the activity of 
JSC «MO «Kazakhstan Mortgage Company» 
is the provision of waiting lists for local exec-
utive bodies of housing for rent with subse-
quent repurchase. Since the beginning of the 
implementation of this scheme, the Company 
has introduced 957,4 thousand sq m of social 
rental housing, more than 16,8 thousand 
apartments have been provided for distribu-
tion across all regions of Kazakhstan.

In the light of the prevailing trends to reduce 
the volume of mortgage loans to the popu-
lation, observed in 2014-2016, the Company 
decided to resume the buyout of claims on 
mortgage loans, which contributed to the li-
quidity of financial institutions. Last year, the 
Company exceeded the strategic indicator in 
this direction twice.

In conclusion, I express my gratitude to our 
partners and clients for their trust, their sup-
port and fruitful cooperation. The company 
will continue to develop the mortgage lend-
ing system, solving the most important social 
tasks to improve the living conditions of our 
citizens
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Dear customers,  
partners, investors!

Adil Mukhamejanov
Chairman of the Management Board  
of JSC «Mortgage organization «Kazakhstan Mortgage Company»

late the development of the mortgage mar-
ket, despite unfavorable conditions in the 
mortgage and stock markets, is fulfilled.

Following its mission of increasing the availa-
bility of housing, the Company, as part of the 
implementation of the program of the «Rent-
al Housing with the Purchase of JSC «Mort-
gage organization «Kazakhstan Mortgage 
Company» exceeded the established indica-
tor for the volume of commissioning of rental 
housing by almost 24%, providing construc-
tion of 3,622 apartments or 203,9 thousand 
m² of housing. At the end of 2017, 5,567 lease 
agreements were concluded with a purchase 
of KZT 48,180 million, including with medical 
workers and young scientists of the Republic 
of Kazakhstan.

I want to note the positive financial results of 
the Company – the net profit of the Compa-
ny following the results of 2017 amounted to 
KZT 3.7 bn., the size of assets – KZT 250.5 bn. 
At the end of the year, the Company’s loan 
and leasing portfolios amounted to KZT 167.9 
billion, while the Company’s lease portfolio 
increased almost 1.6 times to KZT 117.8 bil-
lion compared to 2016.

As a result of effective management of obliga-
tions during the reporting year, remuneration 
for all issued bonds and borrowed loans was 
paid in full and on time. The company suc-
cessfully repaid the main debt for three issues 
of bonds for a total of KZT 19.6 bn., and made 
a full repayment of the principal debt on a 
loan from Halyk Bank of Kazakhstan for a total 
of KZT 7.15 bn.

The international rating agency Fitch Ratings 
affirmed the long-term issuer default ratings 
of the Company in foreign and local currency 

at «BBB-» with a «Stable» forecast, one level 
below the sovereign rating of our country. 
The Short-term foreign currency IDR was af-
firmed at ‘F3’. In addition, Fitch affirmed the 
long-term rating of the Company’s outstand-
ing debt obligations at the level of «BBB-».

Summing up the successful results of the 
Company’s activities in 2017 as the operator 
of the state housing program, as well as tak-
ing into account the positive expectations of 
the economic development in the short term, 
including the growth of household incomes, 
the development of the housing construction 
market, and the revival in the banking servic-
es market, on the Company’s products, both 
from the public and financial organizations, 
all of the above factors create a solid founda-
tion for further development of the Company.

I express my gratitude to the entire team of 
JSC «MO «Kazakhstan Mortgage Company» 
for a fruitful work, and to the Sole Sharehold-
er and the Government of the Republic of Ka-
zakhstan for their trust.

2017 became a landmark for JSC «Mortgage 
organization «Kazakhstan Mortgage Compa-
ny» – the Company focused on stimulating the 
development of the mortgage market through 
the functions of a financial agent to subsidize 
part of the interest rate on mortgage housing 
loans issued to the population by banks un-
der the Housing Construction Program «Nurly 
Zher», and also resumed activities to acquire 
the rights of claims for mortgage loans of sec-
ond-tier banks and mortgage organizations.

With a view to realizing the direction on subsi-
dizing mortgage loans, the Company in a short 
time prepared all the necessary infrastructure 
that included not only the implementation of 
the necessary automated processes, but also 
building partnerships with banks, as well as 
conducting public awareness campaigns on 
the possibilities for improving the living con-
ditions under the program. As a result, in 2017 
the Company exceeded planned targets for 
the number of subsidized mortgage loans by 
19.6%, while the portfolio of subsidized loans 
amounted to more than KZT 12 bn.

During the year of 2017, the Company repeat-
edly organized round tables to determine the 
main reasons for the decline in mortgage 

lending in the country and find ways to elim-
inate them. As a result, in order to stimulate 
financial institutions to issue mortgages to 
the public, in 2017 the Company raised cap-
ital on market terms for 8.5 billion tenge, of 
which KZT 4.1 billion was used to purchase 
mortgage portfolios of second-tier banks and 
mortgage organizations, which allowed us to 
exceed the Company’s strategic efficiency by 
the volume of acquisition of rights of claim 
by half. In the current year, the Company pur-
chased bonds of JSC «Bank CenterCredit» se-
cured by mortgage loans, with a mandatory 
condition for using the funds received from 
the placement of bonds to issue mortgages 
to the population within 12 months from the 
date of placement.

Thus, the key task of the Company to stimu-

Message from the Chairman of the Management Board
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Company profile

Joint-Stock company «Mortgage organization «Kazakhstan Mortgage Company» (hereinafter 
– the Company) was created by the decision of the Management Board of the National Bank 
of the Republic of Kazakhstan dated December 29, 2000 to implement the Concept of Long-
term Housing Financing and Mortgage Lending Development and is one of the first mortgage 
organizations in the post-Soviet space, the activities whereof are aimed at implementing the 
state housing policy.

The purpose of the Company’s creation is to ensure the availability of mortgage loans to the 
population of the country and the development of the mortgage lending market, including by 
acquiring the rights for mortgage loans from second-tier banks and mortgage organizations 
by attracting investments in the capital market. The company’s business model is based on the 
experience of such well-known companies as Fannie Mae and Freddie Mac (USA).

The Company started its core business in 2001 and is currently one of the largest non-banking 
financial institutions in the Republic of Kazakhstan.

In addition to the development of the secondary mortgage market, the Company is success-
fully implementing the Housing Construction Program «Nurly Zher» for the provision of rental 
housing with subsequent repurchase, and is also a financial agent to subsidize part of the inter-
est rate on housing loans issued by second-tier banks.

In 2017, the international rating agency Fitch Ratings affirmed the long-term issuer default 
rating (IDR) of the Company in foreign and local currency at ‘BBB-’ with a ‘Stable’ outlook. The 
Short-term foreign currency IDR was affirmed at ‘F3’. In addition, Fitch affirmed the long-term 
rating of the Company’s outstanding debt obligations at the level of «BBB-».

The Company’s head office is located in Almaty. In the city of Astana there is a representative 
office, in 13 regions of the Republic of Kazakhstan there are regional representatives.

The sole shareholder of the Company is Joint-Stock Company «National managing holding 
«Baiterek» (hereinafter – JSC «NMH «Baiterek»). As of 01.01.2018, JSC «NMH «Baiterek» owns 
100% of the Company’s voting shares.

1 Approved by the decision No.922 of the Government of the Republic of Kazakhstan dated December 31, 2016

The nominal value of 1 share is 10 000 tenge. A sim-
ple share grants the shareholder the right to partici-
pate in the general meeting of shareholders with the 
right to vote when resolving all issues submitted for 
voting, the right to receive dividends if the company 

has a net income and the relevant resolution of the 
general meeting of shareholders, as well as part of the 
company’s property in liquidation, established by the 
legislation of the Republic of Kazakhstan.

Information on the structure of the charter capital as of 01.01.2018
Number of announced shares 13 681 600 pcs

Number of placed shares 6 331 380 pcs

Number of repurchased shares 250 000 pcs

Company history

2000 establishment of the Company

2002 issue of the first mortgage bonds in the CIS

2004 opening representative offices in 15 regions of the country

2005 placement of the Company’s shares on KASE

2005 implementation of the state program for the development of hous-
ing construction in the Republic of Kazakhstan for 2005-2007

2008 assignment of the first international credit rating

2010 launch of programs of direct crediting of the population

2011 launch of a special mortgage lending program for affordable housing 
in the framework of the Housing Construction Program in Almaty for 
2011-2014

2012 beginning of the implementation of the «Affordable Housing-2020»  
Program in the direction of «Rental Housing with Redemption»

2013 state shareholding of the Company was transferred to the manage-
ment of JSC «NMH «Baiterek»

2014 beginning of the implementation of the Program for the Develop-
ment of Regions before 2020

2016 approval of the Housing Construction Program «Nurly Zher»  
(hereinafter referred to as the Program) and the definition of the Com-
pany as the financial agent for subsidizing part of the interest rate on 
mortgage loans issued by the Second tier banks

2017 resumption of activities for the redemption of claims on mortgage 
loans from STB and mortgage organizations
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Company’s development strategy

In connection with the introduction of changes to the state programs in the implementation 
of which the Company participates, as well as the actualization of the Development Strategy 
of the JSC «NMH «Baiterek» for 2014-2023, in 2017, the Company’s Development Strategy for 
2014-2023 was updated.

Taking into account that the activities of JSC «NMH «Baiterek» to improve the availability of 
housing is realized through the use of a wide range of tools (financing of developers, subsidiz-
ing mortgage lending, guaranteeing housing construction, building rental and credit housing, 
managing rental housing and lending for housing), and taking into account international ex-
perience and trends in the development of the housing market in Kazakhstan, the actualized 
development strategy shifted the vector from the direction for realizing rental housing to stim-
ulate the development of the mortgage housing market and mortgage securities. 

Company’s Mission –  
Increasing the affordability of housing.
Key tasks of the Company:
• stimulating the development of the mortgage market;
• achievement of indicators set by state programs in the areas;
• increasing efficiency of the Company’s activity. 

In order to solve key tasks, the development strategy defines the following strategic ar-
eas of activity:
• Acquisition of rights for claims on mortgage loans, mortgage securities of STB and issue of 

mortgage securities;
• Subsidizing part of the interest rate on mortgage loans issued to the population of the sec-

ond-tier banks under the Program;
• Realization of the Program in the direction of «Rental housing with the purchase of JSC «Mort-

gage Organization «Kazakhstan Mortgage Company.»

In the next three years, the Company plans to achieve strategic development goals, in-
cluding:
• building up mortgage and rental portfolios;
• performance of indicators provided for in government programs;
• increase of efficiency of the Company’s activity.
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Overview of the main macroeconomic development 
trends of Kazakhstan in 2017

At the end of 2017, Kazakhstan’s economy grew by 4%, which is the highest since 2015. 

According to the MNE RK2, despite the outstripping growth of extractive industries, the sources 
of GDP growth were concentrated in the non-raw-material segment of the economy. Thus, out 
of 4% of GDP growth, the share of non-oil sector contribution was 60%.

At the same time, if we consider the correlation between the growth of the economy of Kazakh-
stan and the level of world oil prices, we can observe a certain dependence (see, please, the 
diagram 1).

In general, following the results of 2017, the main macroeconomic indicators showed a positive 
trend in comparison with the previous year. The actual volume of GDP was 51 966.8 billion 
tenge. The main share was in the production of services – 57.5%, the share of industry was 
26.5%.

The short-term economic indicator, which includes the dynamics of the development of six 
key industries (industry, agriculture, construction, trade, transport, communications) came at 
105.2% (100.8% in 2016).

Since the beginning of 2017, the level of annual inflation was in the established corridor (6.0-
8.0%) and did not exceed 7.1% in December (1.4 points lower than the same period in 2016).

Against the backdrop of a slowdown in inflation from the beginning of 2016, the National Bank 
of the RK gradually reduced the base rate from 17% in February 2016 to 10.25% in August 2017, 
which remained until December 2017.

According to the preliminary data of the Committee on Statistics, per capita nominal monetary 
incomes of the population for January-December of 2017 came at the level of 978.3 thousand 
tenge, an increase to the previous period was 6.5%. At the same time, in real terms, there was a 
decrease in income over the last two years, following the results of 2017, the index of real mon-
ey income of the population was 99.1%.

The unemployment rate at the end of 2017 was 4.9%, which is 0.1 points lower than in 2016.

The banking sector in Kazakhstan showed moderate growth. As of 01.01.2018, the assets of 
second-tier banks amounted to KZT 24,157.9 billion (decreased by 5.5% against 2016), includ-
ing the loan portfolio of KZT 13,590.5 billion (a decrease of 12.4%). At the same time, a certain 

revival in the credit market was evidenced by the growing issuance of loans, which by the end 
of the year amounted to 10,819.1 billion tenge (an increase of 10% compared to the previous 
year). Growth of extortions was due to loans from individuals (including Individual entrepre-
neurs), whose volume amounted to KZT 3,417.2 billion (+ 46.4%). The quality of the loan portfo-
lio deteriorated somewhat, which was due to the recognition of problem loans of a number of 
banks. The portfolio of NPL (90+) was KZT 1,265.2 billion or 9.3% of the loan portfolio (by early 
2017 – KZT 1,042.1 billion or 6.7% of the loan portfolio).

As a result of 2017, the aggregate liabilities of STB amounted to KZT 21,128.2 billion (a decrease 
of 7%). In particular, customer deposits, which account for 78.9% of all liabilities, amounted to 
KZT 16,680.5 billion (a decrease of 3.4%). At the same time, deposits of individuals increased 
to KZT 8,226.9 billion (an increase of 4%). Thus, there is a gradual shift in the source of funding 
banks in favor of household deposits. The share of deposits of legal entities and individuals in 
foreign currency decreased to 42.9% and 52.4%, respectively, which indicates the continuing 
process of dedollarization.

Residential real estate market
According to official statistics, the total area of the housing stock of the Republic of Kazakhstan 
at the beginning of 2017 was 342.6 million m². As a result of 2017, the total area of commis-
sioned residential buildings amounted to 11,168 thousand m², of which 4,322.2 thousand m² 
were provided by individual developers. The index of the physical volume of housing commis-
sioned in 2017 by the previous year was 106.2%. The pace of housing construction outpaces 
the growth rate of the population (101.4% in 2017), and the housing provision ratio was 21.4 
m² per person. At the same time, the urban population has a security of 24 m², and the rural 
population is 18 m².

The average price for the sale of new housing in Kazakhstan in 2017 (December 2017 to 
December 2016) increased by 1.3% (KZT 253.2 thousand per 1 sq. m.), The most significant 
growth was observed in the cities of Astana, Aktobe, Taldykorgan. The decrease in prices took 
place in Almaty, Kokshetau, Kostanay, Pavlodar and Shymkent.

Diagram 1: Dynamics of GDP growth rates in Kazakhstan and world oil prices

Diagram 2: The total area of the housing stock and the provision of housing for  
 the population of Kazakhstan, at the end of the period
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The average cost of new housing on the market as of 01.01.2017 is much higher than the cost of 
housing, introduced under the Program for the Development of Regions before 2020.

In accordance with the Program, the base cost of construction and acquisition of 1 m² of the total 
area of a dwelling in a fine finish in the cities of Astana, Almaty is up to 200 thousand tenge, in 
the remaining regions it amounts to 180 thousand tenge (without the cost of engineering net-
works). Thus, the housing under the Program is much cheaper than the housing offered on the 
market. In the cities of Astana and Almaty, housing under the Program is cheaper by 38.3% and 
37.7%, respectively, in other cities of Kazakhstan by 6%. 

Mortgage market 
According to the National Bank of the Republic of Kazakhstan, the volume of the mortgage lend-
ing market in the Republic of Kazakhstan as of January 1, 2018 totaled KZT 1,149 bn, which is 10% 
more than in the previous year and is the highest since 2000. At the same time, the largest share 
in the mortgage portfolio of Kazakhstan comes from JSC «Zhilstroysberbank» – 40.5%.

At the same time, considering the mortgage lending market in the context of the development of 
the economy of Kazakhstan as a whole, one can speak of the observed stagnation in the market 
over the last ten years. The share of mortgage lending to GDP declined from 6.7% in 2007 to 2.2% 
in 2017 (the indicator remained at the level of the previous year), without taking into account the 
portfolio of JSC «Zhilstroysberbank», the share of mortgage lending to GDP is only 1.3%.

The aggregate share of commercial banks in the mortgage lending market is 95.4%, the share 
of mortgage organizations is 4.6%, the share of the Company is 4.4%.

In 2017, the volume of mortgage loans increased by 83% compared to 2016 and reached KZT 357 
bn, exceeding pre-crisis volumes (in 2006 – KZT 297.1 bn.). However, this recovery is mainly due 
to the growth in the issuance of loans to JSC «Zhilstroysberbank». The share of JSC «Zhilstroisber-
bank» in the total volume of issuance of banks increased from 76% in 2016 to 81% in 2017.

Since 2007, there has been a decrease in the average interest rates on mortgage loans issued. 
This is due to large-scale government support for citizens who have mortgage loans, as well as 
issuing preferential loans through the system of housing savings.

Diagram 3: Average prices for new home sales in 2017
 (at the end of the period, tenge per 1 m²)

Table 1: Changes in prices in the housing market in the Republic of Kazakhstan
 (at the end of the period, increase +, decrease -)

Source: Committee on Statistics of the Ministry of National Economy of the Republic of Kazakhstan

Source: Committee on Statistics of the Ministry of National Economy of the Republic of Kazakhstan

The resale price of 1 m² of comfortable housing on the secondary market in 2017 decreased by 
1.6% compared to the previous year and amounted to 185.7 thousand tenge. At the same time, 
the rental price increased by 3.8% to KZT 1,329 per 1 m².

Year Sale of new housing Resale of a comfortable 
housing

Rent of comfortable 
housing

price 
for 1 m², 

thousand 
tenge

In percent 
Against 

December of 
the previous 

year

price 
for 1 m², 

thousand 
tenge

In percent 
Against 

December of 
the previous 

year

price 
for 1 m², 

thousand 
tenge

In percent 
Against 

December of 
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year
2001 23,6 13,6 9,5 24,8 188 13,8
2002 36,8 55,5 16,5 73,2 244 29,8
2003 49,7 35,1 22,9 38,7 296 21,3
2004 70,1 41,1 40,4 76,1 416 40,5
2005 92,6 32,2 60,7 50,3 517 24,3
2006 123,9 33,8 95,4 57,3 632 22,2
2007 161,3 30,2 136,2 42,6 779 24,1
2008 147,5 – 8,7 108,3 – 20,4 839 5,5
2009 137,3 – 6,9 100,8 – 6,7 811 – 3,6
2010 143,9 4,4 106 5,1 837 3
2011 154,1 7,1 110,5 4,3 843 0,7
2012 172,8 12,1 129,1 16,8 964 14,4
2013 189,1 9,6 147,4 13,8 1 096 13,7
2014 215,5 11,5 173,3 17,6 1 238 13
2015 257,6 15,8 190 9,1 1 281 3,5
2016 247,4 – 3,6 188,6 – 0,7 1 278 – 0,2
2017 253,2 1,3 185,7 – 1,6 1 329 3,8
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In the regional structure of the mortgage portfolio, the dominant share is occupied by the 
cities of Astana and Almaty – 52% of the market.

Diagram 5: Dynamics of loans issued by Kazakhstan banks for the construction  
 and acquisition of housing for citizens and the weighted average  
 interest rates for them (over the period)

Diagram 6: Mortgage lending to the population in the regional context as of  
 01.01.2018
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Rental market 
Leased housing with subsequent buy-out is a conceptually new direction in the real estate mar-
ket, which has been actively developing in recent years due to the state housing policy.

The product «rental housing with buy-out» is aimed at providing affordable housing to a wide 
section of the population with the opportunity to register ownership of housing after full pay-
ment of the cost of housing. At the same time, this product, in comparison with a mortgage, has 
a significant advantage – there is no need for an initial contribution, the provision of which is 
often problematic for the population. This becomes possible due to the fact that the operator of 
the Program remains the owner of the housing until the lessee fully discharges its obligations, 
thereby minimizing its risks in case of improper performance by the lessee of its obligations.

The rental accommodation under the Program is provided by:
1) JSC «MO «Kazakhstan Mortgage Company»;
2) JSC «Baiterek Development»;
3) JSC «Real Estate Fund «Samruk-Kazyna»;
4) local executive bodies (without BUY-OUT).

According to the Committee on Statistics of the Ministry of National Economy of the Republic of 
Kazakhstan in 2017, 947.9 thousand square meters of rental housing was commissioned, which 
is 8.5% of the total volume of housing commissioned in 2017. Compared to the previous year, 
the introduction of rental housing increased by 76.6%. The Company’s share in the total volume 
of commissioning of rental housing in Kazakhstan amounted to 21.5%.

It should be noted that the provision of rental housing in the framework of state programs is 
carried out by a limited category of persons (waiting lists of local executive bodies relating to 
a certain category of citizens). At the same time, for the last several years there has been an 
interest in this product from commercial development companies. For example, Global Con-
struction provides housing for rent with subsequent purchase under the following conditions: 
the rate of return – from 11% per annum, down payment – 10%, term – 10 years.

Conclusions
Summarizing the results of the socio-economic development of Kazakhstan in 2017, the Com-
pany expects active development of the housing market in the coming years in view of the 
favorable situation on the world oil market and, as a result, a stable economic situation in the 
country, including a restrained level of inflation, positive expectations of real income growth, 
as well as high growth rates of housing construction against the background of stable prices.

Moreover, the ongoing process of improving the banking sector, including through govern-
ment support for a number of banks, cleaning loan portfolios from problem loans, increasing 
household deposits as a source of funding, and lowering the NBRK’s base interest rate will lead 
to a strengthening of the banking market revival trend, including in the segment of mortgage 
lending. All of the above factors provide an increasing demand for the Company’s products 
from both the public and financial institutions, which creates a solid foundation for its devel-
opment.
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Acquisition of rights of claim on mortgage loans of STB 
Activity on acquiring the rights of claim for mortgage loans of STB is carried out by the Com-
pany since 2001. Over the period 2001-2017, more than 212.5 billion tenge was spent on pur-
chasing mortgage portfolios of STBs and mortgage organizations, more than 64,000 mortgage 
loans were purchased, and in 2017 the Company purchased the rights of claim from the STB 
and a mortgage organization for 630 mortgage loans, issued by its own programs, for a total 
amount of KZT 4.1 bn.

The loan portfolio for mortgage loans as of 01.01.2018 was 50.0 billion tenge. The level of 
non-performing loans in the loan portfolio of NPL (60+) does not exceed 5%, the reserve ratio 
is 7.4%.

As of 01.01.2018, the Company was cooperating with 16 partners to acquire mortgage claims, 
of which 14 are second-tier banks. The largest share in the loan portfolio is accounted for by 
mortgage loans held in trust management of JSC «AsiaCredit Bank» with a 15.6% stake, JSC 
«ATF Bank» with a 11.5% stake, JSC «Eurasian Bank» with a 10.9% share. The portfolio, which is 
in the independent servicing of the Company, is 35.2%.

Subsidizing mortgage loans 
The company in 2017, for the first time, began to subsidize part of the interest rate on mortgage 
housing loans issued by STB. The subsidy instrument was introduced within the framework of 
the Program to stimulate demand from the population for mortgage housing loans and is one 
of the new approaches to public policy to improve the affordability of housing for the popu-
lation. In accordance with the Program, partner banks provide mortgage housing loans with a 
reward rate of no more than 16% per annum, of which the Company subsidizes up to 6%, the 
interest rate for the ultimate borrower is 10% per annum.

To implement this direction, subsidies are annually allocated from the republican budget to 
compensate the Company for part of the rate of return.

In 2017, the Company received 1,389 applications for subsidies in the amount of KZT 14,176 
million, of which 1,196 applications for the amount of KZT 12,036 million were subsidized.

Realization of rental housing with the right to buy-out 
under the Program
Realization of rental housing with the right to buy-out is one of the most socially significant 
lines of the Company’s activities, since it allows buying housing for citizens (waiting lists of 
local executive bodies) who do not have the appropriate income to purchase housing by other 
means, including mortgages.

To implement the direction, the Company provides total financing in the amount of 163.3 bil-
lion KZT, including: by obtaining soft loans from the National Fund of the Republic of Kazakh-
stan (in 2015 – 2016 in the amount of KZT 115 billion), the republican budget (in 2016 year in 
the amount of 19.1 billion tenge), as well as an increase in the Company’s charter capital by KZT 
29.2 billion within the framework of the state program «Affordable Housing-2020».

The Company started active construction, acquisition and sale of rental housing activities from 
2014 and, in accordance with the Program, completes in 2019. At the end of 2017, the introduc-
tion of leased housing with accumulation since the beginning of the Program implementation 
amounted to 957.4 thousand m², in particular in 2017 the Company provided construction of 
3,622 apartments or 203,9 thousand m², which exceeded planned targets by 24%, concluded 

Krey focus areas

5,567 lease agreements with a purchase of KZT 48,180 million (a total of 13,632 lease agree-
ments with a purchase of KZT 121,873 million were made in the period 2015-2017).

The lease portfolio of the Company under state programs as of 01.01.2018 amounted to KZT 
115.7 bn, the total lease portfolio3 – KZT 117.8 bn. The quality of the lease portfolio remains 
stable, the share of non-working leases (NPL 60+) in the portfolio does not exceed 0.5%, the 
provision rate is 0.3%.

Table 2: Commissioning of rental housing in the regions in 2015-2017

City Commissioned apartments, units total area, m²

in 2015-2017 including in 2017 in 2015-2017 including in 2017
Astana 474 80 27 355 4 304
Almaty 5 863 1 902 321 767 108 675
Shymkent 2 541  – 140 385  – 
Aktobe 1 409  – 88 218  – 
Taraz 450  – 28 591  – 
Almaty region 230 215 9 226 8 518
Karaganda 240 65 15 538 4 144
Kostanay 220  – 13 926  – 
Families 329  – 17 398  – 
Kyzylorda 1 454 234 93 498 15 491
Taldykorgan 30  – 1 651  – 
Pavlodar 565 120 30 306 5 297
Ust-Kamenogorsk 260 60 14 369 3 271
Aktau 986 670 56 665 36 931
Kokshetau 337 – 19 919  – 
Petropavlovsk 314 116 16 930 6 305
Uralsk 653  – 33 995  – 
Atyrau 75  – 3 936  – 
Rudny 155 80 8 863 3 959
Turkestan 144  – 7 833  – 
Khromtau 120 120 7 041 7 041
Total 16 849 3 662 957 410 203 935

3 Subject to the Company’s own program
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Corporate events

Changes in the composition of the Board of Directors 
of the Company for 2017
By the decision of the Management Board of JSC «NMH «Baiterek»dated 01.02.2017, the pow-
ers of the members of the Board of Directors – Ibragimova L.E. as the representative of the 
Sole Shareholder and Babenov B.B. as an independent director were early terminated. A.A Ar-
ifkhanov was elected as the representative of the Sole Shareholder and A. Dzholdasbekov as an 
independent director, both elected as members of the Board of Directors.

By the decision of the Management Board of JSC «NMH «Baiterek» dated May 26, 2017, Shai-
mardanov Zh.N. was elected as a representative of the Sole Shareholder.

By the decision of the Board of JSC «NMH «Baiterek» dated August 23, 2017, the powers of the 
members of the Board of Directors, independent directors Vokurka U. and Dzoldasbekova A.M. 
were early terminated, and Ospanov E.S. and Tokobayev N.T. were elected as independent di-
rectors, both elected as members of the Board of Directors.

Changes in the composition of the Management Board 
of the Company for 2017
By the decision of the Board of Directors of the Company dated 20.01.2017 the Deputy Chair-
man of the Management Board Dosmukhametov B.S. was dismissed, Kokim R.K. was appointed 
to the position of Deputy Chairman of the Management Board.

By the decision of the Board of Directors of 23.02.2017, the Deputy Chairmen of the Manage-
ment Board, Zhumabekov S.L. and Beysembayev K.Z., were dismissed from the office, and Ra-
khimzhanov A.T. and Isambayev K.A. were appointed to the posts of Deputy Chairmen of the 
Management Board.

By the decision of the Board of Directors dated 03.04.2017 the deputy Chairman of the Manage-
ment Board Isambayev K.A. was dismissed.

By the decision of the Board of Directors dated 25.05.2017, Dykanbaeva A.M. was appointed as 
Deputy Chairman of the Management Board.

By the decision of the Board of Directors dated 03.11.2017 the Deputy Chairman of the Board 
Rakhimzhanov A.T. was dismissed.

Raising funds by placing its own bonds
In order to fulfill its obligations in April 2017, the Company placed the eleventh bond issue for 
a total of KZT 6.5 bn (at face value). In order to acquire the rights for claims on mortgage loans 
and mortgage securities of second-tier banks in December 2017, the Company successfully 
placed the fifteenth bond issue for KZT 8.5 bn (at face value). 

Confirmation of the international credit rating
On November 21, 2017, the international rating agency Fitch Ratings affirmed the long-term 
issuer default rating (IDR) of the Company in foreign and local currency at ‘BBB-’ with a ‘Stable’ 
outlook. The Short-term foreign currency IDR was affirmed at ‘F3’. The long-term rating of the 
Company’s outstanding senior debt obligations is confirmed at the level of «BBB-».

Payment of coupon interest on bonds
In full compliance with the established schedule of obligations for issued bonds in January, 
April, June, July, August and October of 2017, regular coupon payments were made for the 
second and fourth issues within the second bond program, the ninth, tenth, eleventh, twelfth 
and thirteenth issues of the Company’s bonds. 

Repayment of loans
In January 2017, the fourth issue of bonds within the second bond program in the amount of 5 
billion tenge was fully repaid. In April 2017, the second issue was fully repaid within the second 
bond program in the amount of KZT 4.6 bn and the tenth bond issue in the amount of KZT 10 bn.

In June 2017, the Company made a partial repayment of its loan obligations to JSC «Halyk Bank 
of Kazakhstan» in the amount of KZT 3.5 billion, and in December 2017, the full repayment of 
obligations under the loan granted by JSC «Halyk Bank of Kazakhstan» in the amount of 3.5 
billion tenge.
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In 2017, the Company actively continued to provide housing for the population in long-term 
lease with subsequent repurchase. As a result, accounts receivable under finance leases as of the 
end of the reporting period totaled KZT 117.8 bn, an increase of 57.3% compared to 2016.

The mortgage portfolio, consisting of loans purchased from banks and loans under direct lend-
ing, amounted to 50 billion tenge.

Diagram 7: Dynamics of assets, liabilities and equity of the Company in the  
 years 2013-2017 (end of period), billion tenge

Diagram 10: Dynamics of the Company’s market liabilities in 2013-2017 
 (at the end of the period), billion tenge
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Thus, the general requirements for customers on mortgage contracts and lease agreements 
at the end of 2017 increased by 27.7% compared to the previous year and amounted to  
KZT 167.9 billion.

In the structure of the Company’s loan portfolio, the dominant share is held by lease portfolio 
formed under the «Nurly Zher» Program and its own program – 70%, the remaining 30% of the 
portfolio comes from mortgage loans.

In the reporting year, the Company reduced the market debt burden by fully paying off obliga-
tions on issued subordinated securities, as well as reducing liabilities on other borrowed funds.

Diagram 9: Loan portfolio structure as of 31.12.2017
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Key performance results for the year

As a result of its activities for the year 2017, the Company received a net profit of KZT 3.695 billion.

The Company’s assets from the beginning of 2017 decreased by 1.6% to KZT 250.5 billion, liabil-
ities – by 5.8%, to KZT 191.7 billion, equity increased by 15.3% to KZT 58.8 billion.

30%

69%

1%
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Risk management in the Company is a constant, dynamic and continuous process, consisting 
of components for identification, measurement, control and monitoring of risks. In accordance 
with the Regulation of the centralized risk management system, the Company determines the 
limits for components of the risk appetite (capital adequacy, profitability and liquidity). In order 
to ensure its compliance with the Company’s strategy, business environment and the require-
ments of interested parties, the Company approves limits on the risk appetite at the meetings 
of the Board of Directors.

The Company’s risk management policy is aimed at identifying, analyzing and managing risks 
(strategic risks, financial risks, operational risks, legal risks), establishing risk limits and related 
controls, and constantly assessing the level of risks and compliance with established limits. The 
Management is responsible for the proper functioning of the risk management system.

External and internal risk factors are identified and managed within the organizational struc-
ture of the Company. Particular attention is paid to the risk map, which is used to identify the 
entire list of risk factors and serves as a basis for determining the level of sufficiency of cur-
rent procedures for risk reduction. The company annually draws up a register and a risk map 
with the allocation of critical risks and their indicators, develops plans for managing these risks, 
which are comprehensively reviewed and approved by the Board of Directors of the Company.

In addition, within the framework of the centralized risk management system of JSC «NMH 
«Baiterek», on a quarterly basis, information is collected and consolidated on the types of risks 
inherent in the Company’s activities in accordance with risk assessment techniques. Each type 
of risk is quantified for further aggregation to calculate the Company’s internal capital and its 
comparison with available equity to cover all of the Company’s risks.

Strategic risks
The Company on a regular basis pays special attention to the analysis and control of all risks that 
may affect the achievement of long-term strategic goals and key performance indicators of the 
strategy and development plan approved by the Board of Directors of the Company.

Financial risks
In managing credit risk in 2017, three areas of risk were identified: mortgage loans, financial 
leases, and management of temporarily-free cash. To minimize them, a set of measures and pro-
cedures was used, such as: scoring and underwriting of loan and lease applications based on 
established regulatory ratios, setting and monitoring maximum limits on counterparty banks 
by analyzing their financial condition, modeling expected credit losses and creating reserves 
for them.

The company adheres to a conservative policy in the management of currency risks and regu-
larly monitors the open currency position for compliance with the established limit.

Interest rate risk is related to the probability of loss due to sensitivity to changes in interest rates 
if the timing of the return / revaluation of the placed interest-bearing assets and the Company’s 
interest-bearing liabilities are inconsistent. To control exposure to interest rate risk, the Compa-
ny uses a percentage GAP (GAP analysis) tool to determine at what time interval an exposure to 
interest rate risk of a net gap position is formed (the difference between interest-bearing assets 
that are sensitive to interest rate changes and interest-bearing liabilities sensitive to changes 
in interest interest rate). The Company also assesses the exposure to interest rate risk of the 
portfolio of (debt) securities by using the modified duration for a certain bond and the bond 
portfolio as a whole.

The Company manages the risk of loss of liquidity by monitoring imbalances in the maturities 
of assets and liabilities, with the application of measures to eliminate the lack of liquidity. The 
company regularly monitors such positions and ensures the elimination of possible gaps.

Operational risks
In order to reduce operational risks, the Company operates a system of rapid and adequate 
response to the emergence of threats in order to prevent losses, as well as the elimination of 
re-implementation of risk events. The system is provided by planning and developing scenarios 
in case of unforeseen circumstances, analyzing data on operational losses events, continuous 
improvement of business processes, internal rules and control procedures, information protec-
tion, automation system development and other measures.

In 2017, within the framework of business process reengineering, the structure of the matrix 
of business processes, risks and controls was updated and improved in accordance with the 
Company’s strategic goals and focus on key business processes.

Legal and compliance risks
The Company determines the legal and compliance risks as a probability of unfavorable con-
sequences, including costs and negative impact on the Company’s business reputation due to 
violation or non-compliance with the legislation of the Republic of Kazakhstan, rules, regulato-
ry requirements, internal procedures and policies of the Company, as well as ethical standards, 
including on behavior in the market, settlement of conflicts of interests, consulting and cus-
tomer service. The Compliance Control Service is also the unit responsible for monitoring the 
prevention of money laundering and the financing of terrorism.

Improvement of risk assessment techniques
In 2017, in order to transition to the International Financial Reporting Standard (IFRS) 9 «Finan-
cial Instruments», the Company carried out a set of measures to develop a methodology and 
a model for the devaluation of financial instruments. Based on the results of these activities, 
statistical models for calculating expected credit losses on financial instruments in accordance 
with IFRS 9 was developed and implemented. 

Risk management
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The company, acting as one of the main operators of 
government measures to support the development of 
the mortgage market and housing construction in the 
Republic of Kazakhstan, attaches paramount importance 
to the social factors of sustainable development of soci-
ety and considers social responsibility as one of the key 
principles of its activities.

The Company’s corporate social responsibility is under-
stood as making a voluntary contribution to the develop-
ment of society in the social, economic and environmen-
tal spheres related to the main activity.

Issues of corporate social responsibility are regulated in 
the Collective Agreement, the Corporate Governance 
Code and other documents of the Company.

In its activities, the Company recognizes and bears cor-
porate social responsibility to all stakeholders: the socie-
ty, the state, the shareholder, partners and personnel.

The company provides its employees with basic social 
guarantees and compensations provided for by the leg-
islation of the Republic of Kazakhstan, and also develops 
social programs and benefits:
• provides medical insurance for employees of the Com-

pany;
• provides the necessary material assistance to employees;
• promotes professional development of personnel.

To establish a social partnership between the Compa-
ny and its employees, a general meeting of employees 
elected representatives of employees for collective bar-
gaining and representation of their interests within the 
framework of the Collective Bargaining Agreement (ef-
fective from October 13, 2008). 

Support for employee health is an important part of 
working with staff. On the basis of the contract of vol-
untary medical insurance, the Company’s employees 
receive qualified medical advice, once a year, those who 
wish to undergo a medical examination.

The issues of professional development of personnel 
are considered as one of the key factors for improving 
the Company’s operations. The main objectives of the 
training are to improve the qualification, deepen the pro-
fessional knowledge, skills and abilities and expand the 
professional capabilities of the Company’s employees, 
taking into account the constant increase in the require-
ments imposed on them in connection with changes in 
technology and the financial market.

In 2017, within the framework of the approved training 
and development plan, 216 employees of the Company 
were trained at courses and participated in various sem-
inars. 

In order to teach the national language to the employees, 
a program was prepared and approved to expand the 
scope of the state language for 2017-2020 and a training 
schedule for 2017, which included lessons for groups of 
different levels of training.

Environment protection. In its activities the Company 
strives to follow the principles of careful and rational atti-
tude to the environment, contributing to the prevention 
of negative environmental impacts.

In the implementation of housing construction, the Com-
pany has an impact on the environment in the areas of 
construction, in connection with which the Company 
takes into account social and environmental factors in 
the field of environmental protection. Housing projects 
are based on recommended technologies for comfort 
and safety in accordance with the building codes and 
regulations of the Republic of Kazakhstan, which allows 
to ensure rational use of resources and to minimize envi-
ronmental risks.

During the year 2017, in the course of the Company’s op-
erations, there were no cases related to fines imposed for 
non-compliance with the environmental legislation of 
the Republic of Kazakhstan.

Sustainable development 
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In its activities, the Company is guided by the principles of corporate governance defined by 
the Company’s Corporate Governance Code.

Corporate governance is understood as a set of processes that provide management and con-
trol over activities and include relations between the Sole Shareholder, the Board of Directors, 
the Management Board, other bodies of the Company and stakeholders in the interests of the 
Sole Shareholder.

The company regards corporate governance as a means of increasing its efficiency, strengthen-
ing its reputation and reducing the cost of attracting capital.

Corporate governance is built on the basis of fairness, honesty, responsibility, transparency, 
professionalism and competence.

The principles of corporate governance are aimed at creating trust in relations arising in connec-
tion with the management of the Company, and are the basis of all rules and recommendations.

Corporate governance

THE SOLE SHAREHOLDER OF THE COMPANY  
IS JOINT-STOCK COMPANY 
«NATIONAL MANAGING HOLDING «BAITEREK.»
As of 01.01.2018, it owns 100% of the Company’s voting shares.

The Board of Directors is the 
management body of the Compa-
ny, which exercises general man-
agement of the activities, except 
for the resolution of issues referred 
by the Law of the Republic of Ka-
zakhstan «On Joint Stock Compa-
nies» and / or the Company’s Char-
ter to the exclusive competence of 
the Company’s Sole Shareholder.

The sole shareholder elects the 
members of the Board of Directors 
of the Company in accordance 
with the procedure established by 
the legislation of the Republic of 
Kazakhstan, the charter and inter-
nal documents of the Company, 
taking into account the compe-
tencies, skills, achievements, busi-
ness reputation and professional 
experience of candidates.

According to the Law of the Republic of Kazakhstan «On 
Joint-Stock Companies» (dated May 13, 2003 No. 415-II 
with amendments and additions as of May 24, 2013), in-
dependent directors meet the following criteria:
• are not affiliated persons of the Company and have not been 

them for the three years preceding their election to the 
Board of Directors and are not affiliated persons with respect 
to the Company’s affiliates;

• are not bound by subordination to officials of the Company 
or affiliated companies of the Company and have not been 
bound by subordination to these persons for the three years 
preceding their election to the Board of Directors;

• are not civil servants;
• are not representatives of the shareholder at meetings of the 

Company’s bodies and have not represented them during the 
three years preceding their election to the Board of Directors;

• Do not participate in the audit of the Company as auditors 
working in the audit organization and have not participated 
in such an audit within three years preceding their election 
to the Board of Directors.

JSC «NMH «Baiterek»  
(supreme body)

Board of Directors 
(management body)Internal Audit Service

Committee for Personnel,  
Remuneration  

and Social Affairs

Corporate Secretary Internal Audit Committee

Chief Compliance  
Controller

Committee on Strategic 
Planning

The Management Board 
(executive body)

Structure of the bodies of  
JSC «MO «Kazakhstan Mortgage Company»
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Aidar Arifkhanov 
Chairman of the Board of Directors

Year of birth: 1974
Citizen of the Republic of Kazakhstan

Experience:
Since December 2017 he has been the Chair-
man of the Board of JSC «NMH «Baiterek».

Previously, he held the positions of Deputy 
Chairman of the Board of JSC «NMH «Baiterek», 
Deputy Minister of Finance of the Republic of 
Kazakhstan, Deputy Head of the Office of the 
Prime Minister of the Republic of Kazakhstan, 
Vice Minister of Labor and Social Protection 
of the Republic of Kazakhstan, Adviser to the 
Prime Minister of the Republic of Kazakhstan, 
Kazakhstan on Informatization and Communi-
cations, Managing Director of JSC «Kazakhtel-
ecom», Deputy Chairman of the Board of JSC 
«NJSC «Kazatomprom», Vice Minister of Na-
tional Economy of the Republic of Kazakhstan. 

Education:
Degree (in economics). He holds a master’s 
degree in public administration from Colum-
bia University’s Economic Policy Management 
Program.

Zhandos Shaimardanov
Member of the Board of Directors

Year of birth: 1987
Citizen of the Republic of Kazakhstan

Experience:
Since April 2017 he was appointed a Direc-
tor of Asset Management Department of  
JSC «NMH «Baiterek».

Previously, he was a Director of the Analy-
sis and Research Department of JSC «NMH 
«Baiterek», Advisor to the Minister of Economy 
and Budget Planning, Manager of the Eco-
nomic and Planning Department of JSC «FNB 
«Samruk-Kazyna», Chief Expert of the Budget 
Policy and Planning Department of the Minis-
try of Economy and Budget Planning. 

Education:
Higher (economic), graduated from York Uni-
versity.

Adil Mukhamejanov 
Member of the Board of Directors

Year of birth: 1981
Citizen of the Republic of Kazakhstan

Experience:
In September 2016 he was appointed as a 
Chairman of the Management Board of the 
Company.

Previously, he held various positions at JSC 
«KazTransOil», was a member of the Board of 
Directors of «Caspian Energy Inc.», JSC «Asia-
Credit Bank», Vice President of LLP «Aral Petro-
leum Capital», and Chairman of the Board of 
«ONPF «Otan». 

Education:
Higher (economic), graduated from Kazakh 
Economic University named after T. Ryskulov, 
Nottingham University (Great Britain).

Kairbek Uskenbayev 
Member of the Board of Directors

Year of birth: 1964
Citizen of the Republic of Kazakhstan

Experience:
Since January 2018 he has been appointed to 
the post of Vice-Minister for Investments and 
Development of the Republic of Kazakhstan.

Previously, he was a Managing Director – 
Member of the Board of JSC «NMH «Baiterek», 
Vice Minister of Regional Development of the 
Republic of Kazakhstan, Deputy Minister of 
National Economy of the Republic of Kazakh-
stan, Deputy General Director for Commerce 
and Marketing LLP» KazMunayGas-Service». 

Education:
Higher (legal, economic).

The composition of the Board of Directors as  
of December 31, 2017:
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Jacek Brzeziński
Member of the Board of Directors – independent director

Nurlan Tokobayev
Member of the Board of Directors – independent director

Year of birth: 1955
Austrian citizen

Experience:
He is an independent director in JSC 
«Tsesnabank Capital» (Astana), JSC 
«Kazyna Capital Management» (As-
tana), Sberbank Serbia (Belgrade), 
JSC «Tsesna Garant» (Almaty), JSC 
«Tsesnabank» (Astana).

Education:
Higher (economic), master’s degree, 
PhD in Economics.

Year of birth: 1974
Citizen of the Republic of Kazakhstan

Experience:
Currently, he is a member of the 
Board of Directors – an independ-
ent director of LLP «Kazakhstan 
Project Preparation Fund» and 
OJSC «Optima Bank» (Kyrgyzstan).

Previously, he held various positions 
in the National Bank of the Republic 
of Kazakhstan, First Deputy Chair-
man of the Company’s Manage-
ment Board, Director of the Securi-
ties and Pension Funds Regulation 
Department of the Republic of 
Kazakhstan Agency for Regulation 

and Supervision of Financial Market 
and Financial Organizations, Ad-
viser to the Chairman of the Board 
of jsc «Astana-Finance», Chairman 
of the Management Board of JSC 
Commercial Bank «Credit Standard» 
(Uzbekistan), Chairman of the Board 
of Directors of JSC Commercial Bank 
«Credit Standard» (Uzbekistan), in-
dependent Director of JSC «Visor 
Capital», independent director of 
«Advance Bank of Asia» (Cambodia).

Education:
Higher (economic), graduated from 
the Kazakh State Academy of Man-
agement.

The Board of Directors of the Company has three 
committees: 
1. Committee on Strategic Planning;
2. Internal Audit Committee;
3. The Personnel, Remuneration and Social Affairs 

Committee (in accordance with the decision of 
the Board of Directors of September 29, 2017, the 
Personnel and Remuneration Committee and the 
Committee for Social Affairs were reorganized 
into the Personnel, Remuneration and Social Af-
fairs Committee).

Committee on Strategic Planning – is a permanent 
advisory and deliberative body of the Board of Direc-
tors to formulate recommendations on the Compa-
ny’s priority activities and strategic goals, including 
issues related to the development of measures to 
enhance the Company’s performance in the medium 
and long term.

Composition of the Strategic Planning Committee
As of 01.01.2017
Chairman of the Committee U.Vokurka
Member of the Committee Ibrahimova L.E.
Member of the Committee Uskenbayev K.A.
Member of the Committee J. Brzezinski

As of 31.12.2017
Chairman of the Committee Ospanov Y.S.
Member of the Committee Arifkhanov A.A.
Member of the Committee J. Brzezinski
Member of the Committee Tokobayev N.T.
Member of the Committee Shaimardanov Zh.N.

Internal Audit Committee – is a permanent advisory 
and deliberative body of the Board of Directors of the 
Company. The Committee’s activities are aimed at im-
proving the efficiency and quality of the work of the 
Board of Directors by preparing recommendations 
for establishing an effective system for monitoring 
the Company’s financial and business operations (in-
cluding completeness and reliability of financial re-
porting), monitoring the reliability and effectiveness 
of internal control and risk management systems, as 
well as for the implementation of documents in the 
field of corporate governance, to monitor the inde-
pendence of external and internal audit.

Composition of the Internal Audit Committee
As of 01.01.2017
Chairman of the Committee Babenov BB
Member of the Committee Ibrahimova L.E.
Member of the Committee Uskenbayev K.A.
Member of the Committee U. Vokurka

As of 31.12.2017
Chairman of the Committee Tokobayev N.T.
Member of the Committee Arifkhanov A.A.
Member of the Committee J. Brzezinski
Member of the Committee Ospanov Y.S.
Member of the Committee Shaimardanov Zh.N.

Committee for Personnel, Remuneration and So-
cial Affairs – is a permanent advisory and delibera-
tive body of the Board of Directors of the Company, 
established to improve the efficiency and quality of 
the Board of Directors’ work through in-depth study 
and monitoring of issues related to the competence 
of the Board of Directors in the area of personnel pol-
icy, the system of appointments and remuneration, 
and assessment of activity of members of the Man-
agement Board, chief compliance auditor, and the 
Corporate Secretary.

Committee for Personnel and Remuneration
As of 01.01.2017
Chairman of the Committee J. Brzezinski
Member of the Committee Ibragimova L.E.
Member of the Committee Uskenbayev K.A.
Member of the Committee Babenov B.B.

Committee for Social Affairs
As of 01.01.2017
Chairman of the Committee Babenov B.B.
Member of the Committee Ibragimova L.E.
Member of the Committee Uskenbayev K.A.
Member of the Committee J. Brzezinski

Composition of the Committee for Personnel, 
Remuneration and Social Affairs
As of 31.12.2017
Chairman of the Committee J. Brzezinski
Member of the Committee Tokobayev N.T.
Member of the Committee Uskenbayev K.A.
Member of the Committee Shaimardanov Zh.N.

Composition and functions of committees of the  
Board of DirectorsYerbolat Ospanov

Member of the Board of Directors – independent director

Year of birth: 1967
Citizen of the Republic of Kazakhstan

Experience:
Currently he is the CEO of Borgata 
Mayer Inc.

Previously, he worked in ZAO «Ka-
zakhinstrakh», JSC «Trade House 
«KazMunayGas», JSC «NC «KazMu-
nayGas», Agip Kazakhstan North 

Caspian Operating Company BV, 
Private Limited Company KMG 
Kashagan B.V.

Education:
Higher (economic), graduated from 
the Kazakh State University named 
after Kirov, Kazakh State Academy 
of Management, University of Los 
Angeles UCLA Anderson School.
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Report on the activities of the Board of Directors 
and its committees 
In 2017, 13 meetings of the Board of Directors were 
held (11 meetings in presentia and 2 meetings in ab-
sentia), which considered 123 issues in the following 
categories:

• internal audit issues – 16;

• planning and reporting – 41;

• strategy issues – 5;

• approval of IRR-21;

• personnel issues – 13;

• risk management issues – 11;

• transactions / investment projects – 5;

• other issues – 11.

The main issues considered by the Board of Direc-
tors in 2017 are:
• updating the Company’s Development Strategy;

• consideration of the annual financial statements 
for 2016;

• preliminary approval of the draft amendments 
and additions to the Regulations on the Board of 
Directors of the Company with subsequent sub-
mission to the Sole Shareholder;

• approval of the Work Plan of the Company’s 
Board of Directors for 2018;

• approval of the Company’s organizational struc-
ture;

• approval of the adjustment of the Company’s De-
velopment Plan for 2017-2021.

All issues stipulated by the Work Plan of the Board of 
Directors of the Company for 2017 are considered in 
the reporting period.

Attendance of meetings of the Board of Directors by 
the members of the Board of Directors was 97% tak-
ing into account that some members of the Board of 
Directors were on vacation.

During the reporting period, 25 meetings of the 
Committees were held (10 meetings of the Strategic 
Planning Committee, 7 meetings of the Internal Au-
dit Committee and 8 meetings of the Personnel and 
Remuneration Committee, and 2 meetings of the Per-
sonnel, Remuneration and Social Committee), which 
addressed 94 issues.

Attendance of the meetings of the Committees of the 
Board of Directors by their members was 97% taking 

into account that some members of the Committees 
on were labor holidays.

Board of Directors remuneration policy
The current policy of JSC «NMH «Baiterek» does not 
provide for the payment of remuneration to mem-
bers of the Board of Directors who are representatives 
of the Sole Shareholder and the Management Board 
of the Company. 

Remuneration to independent members of the Board 
of Directors is carried out in the following form:
• annual fixed remuneration;
• additional remuneration for participation in 

meetings of committees under the Board of Di-
rectors.

The amount of remuneration of independent direc-
tors for 2017 amounted to 46,483 thousand KZT (be-
fore taxes and other mandatory contributions).

Also, independent directors are compensated for ex-
penses related to traveling to meetings of the Board 
of Directors held outside the permanent residence of 
independent directors (travel, accommodation).

The Management Board is the executive body of the 
Company and consists of four members. The activities 
of the Management Board are regulated by the Reg-
ulations on the Management Board approved by the 
resolution of the Board of Directors of the Company 
dated April 13, 2006 (minutes of the meeting No. 7). 
Meetings of the Board are held regularly, and, as ap-
propriate, at least once a month.

The Management Board manages the day-to-day op-
erations of the Company in order to fulfill the tasks 
and implement the development strategy. The Man-
agement Board has the right to make decisions on 
any issues of the Company’s activities that are not at-
tributed by the legislation of the Republic of Kazakh-
stan and the Company’s Charter to the competence 
of other bodies and officials of the Company.

The activities of the Board are accountable to the Sole 
Shareholder and the Board of Directors.

Members of the Management Board are elected in ac-
cordance with the Company’s Articles of Association 
and the Regulations on the Management Board of 
the Company.

In 2017, the Board held 100 meetings, whereon 449 
issues were considered.

Adil Mukhamejanov 
Member of the Management Board

Experience:
In September 2016 he was ap-
pointed as a Chairman of the Man-
agement Board of the Company. 
Previously, he held various posi-
tions at JSC «KazTransOil», was a 
member of the Board of Directors 
of «Caspian Energy Inc.», JSC «Asi-
aCredit Bank», Vice President of 
LLP «Aral Petroleum Capital», and 

Chairman of the Board of «ONPF 
«Otan». 

Education:
Higher (economic), graduated 
from Kazakh Economic University 
named after T. Ryskulov, Notting-
ham University (Great Britain).

Ruslan Kakim 
Deputy Chairman of the Management Board

Experience:
In January 2017 he was appoint-
ed Deputy Chairman of the Man-
agement Board of the Company. 
Previously, he worked in various 
positions in JSC «Express Bank», 
JSC «Investment Fund of Kazakh-

stan», JSC «Alliance Bank», LLP 
«SK-Pharmacy», JSC «Real Estate 
Fund «Samruk-Kazyna».

Education:
Degree (in economics).

Assel Dykanbayeva
Deputy Chairman of the Management Board

Experience:
In May 2017, she was appointed 
Deputy Chairman of the Manage-
ment Board of the Company. She 
previously worked in various posi-
tions in JSC «BTA Bank», JSC «Asia-
Credit Bank», LLP «AB Legal». 

Education:
Higher (economic), master’s de-
gree in applied economics from 
the Johns Hopkins University.

Members of the Management Board of the Company  
as of December 31, 2017
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Internal Audit Service of the Company (hereinafter the IAS) in the conduct of professional ac-
tivities is guided by the Regulation on IAS and international principles of professional practice 
of internal audit.

IAS controls financial and business activities, assesses the quality of internal control systems, 
corporate risk management system and corporate governance, and provides advice to improve 
the Company’s operations.

The head and employees of the Internal Audit Service are appointed and dismissed by decision 
of the Board of Directors of the Company on the recommendation of the Audit Committee.

The activity of IAS is carried out in accordance with the Annual audit plan approved by the de-
cision of the Board of Directors of the Company.

In the course of 2017, the IAS carried out audit assignments in accordance with the established 
Annual Audit Plan. All recommendations were evaluated by importance, proposed measures nec-
essary for their implementation and appointed persons responsible for their implementation.

In 2017, the audit covered key business processes such as working with problem loans, assess-
ing the achievement of approved strategic key indicators for 2016, the targeted use of funds 
allocated to the Company from the national budget / National Fund, the activities to support 
housing projects and work with real estate, sales, administration, evaluation and monitoring 
of collateral, accounting and payment processing, procurement, information technology and 
treasury activities. The system of internal control, corporate governance and efficiency of the 
corporate risk management system of the Company was also assessed using generally accept-
ed standards of internal audit and corporate standards, in accordance with the procedures ap-
proved by the Board of Directors of the Company.

Based on the results of audited assignments for 2017, IAS issued 54 recommendations. In ac-
cordance with the Internal Audit Policy of the Company, IAS ensured the adoption of audit 
plans for corrective and preventive actions. IAS conducts a regular (quarterly) monitoring of 
the implementation of recommendations, in accordance with the established deadlines, with 
information on the results of monitoring of all stakeholders.

In 2017, LLP «KPMG Tax and Advance» conducted an independent evaluation of the IAS. The 
activity of the IAS was evaluated for compliance with the requirements of the international 
professional standards of internal audit of the Institute of Internal Auditors, the level of maturity 
was determined in comparison with the best international practices.

According to the Report on the independent external evaluation of the effectiveness of IAS, 
the activities of IAS generally correspond to the definition of internal audit, the Code of Ethics 
and the International Professional Standards of Internal Audit, as well as internal documents 
regulating the activities of IAS. The overall level of maturity of IAS is assessed by most criteria as 
«Managed», which, in accordance with the maturity model used, means that IAS is integrating 
information from the whole organization with the goal of improving corporate governance and 
risk management.

LLP «KPMG» was issued a number of recommendations aimed at further improvement of the 
IAS, on the basis of which the Plan of corrective and preventive actions was adopted.

Organizational structure of the Company represents a sufficient number of structural units, 
based on the tasks and functions assigned to them, the volume of work performed.

The average number of employees for 2017 was 224 employees.

Management Board renumeration policy
The remuneration of the members of the Management Board consists of the following parts: 
• official salary;
• Prizes for a public holiday;
• remuneration for the results of activities for the reporting period.

The amount of remuneration to members of the Management Board for 2017 was 93,144 thou-
sand KZT (before taxes and other mandatory contributions).

The total amount of the accrued remuneration to the members of the Board of Directors and 
the Management Board of the Company for 2017 was 139,627 thousand tenge.

Information on Conflict of Interest Policy
By the decision of the Board of Directors of April 9, 2015 (minutes of the meeting No. 4), the 
Policy on the settlement of corporate conflicts and conflicts of interests of the Company was 
approved.

The policy defines procedures for the prevention and regulation of corporate conflicts, the 
timely identification and prevention of corporate conflicts, as well as the definition of a clear 
coordination of the actions of all bodies in the event that a corporate conflict or conflict of 
interest arises or may arise.

Members of the Board of Directors and the Management Board, as well as employees of the 
Company, perform their professional duties in good faith and reasonably with due care and 
circumspection in the interests of the Company and the Sole Shareholder, avoiding conflicts of 
interest and corporate conflicts.

In 2017 cases of corporate conflicts and conflicts of interest were absent.

Compliance with the principles of the Corporate 
Governance Code of the Company
The company regards corporate governance as a means of increasing its efficiency, ensuring 
transparency and accountability, strengthening its reputation and reducing the cost of attract-
ing capital.

In 2017, the Company was guided in its work by the requirements of the legislation of the Re-
public of Kazakhstan in the field of corporate governance, as well as the principles enshrined 
in the Corporate Governance Code of the Company (hereinafter – the Code) approved by the 
decision of the Sole Shareholder dated December 22, 2015 (Minutes No. 31/15) – the principles 
of protecting the rights and interests of the Sole Shareholder, effective management of the 
Company by the Board of Directors and the Management Board, the independent activities of 
the Company, transparency and objectivity of disclosure of information on the Company’s ac-
tivities, legality and ethics, effective dividend policy, effective personnel policy, environmental 
protection, fair regulation of corporate conflicts and conflicts of interests, responsibility.

According to the Report on compliance with the principles of the Code on the results of 2017, 
the Company’s activities complied with all the principles established by the Code.

In accordance with the Annual Audit Plan of the IAS for 2017 in February 2017, the Internal 
Audit Service conducted a diagnosis of the Company’s corporate governance for the period 
from April 2016 to January 31, 2017. The final result of the Company’s corporate governance 
compliance with best practices was 84.1% (for example, in 2015 this indicator was 66.2%). The 
most significant improvement was in the indicator «Transparency» (from 59.1% to 81.7%).
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Based on the results of the diagnosis, a corrective action plan was prepared to improve cor-
porate governance in the Company. All measures, the deadlines for which were set for 2017, 
are fulfilled.

It should also be noted that the corporate governance practices of the Company are not static. 
In order to improve the system of corporate governance and introduce the best practices of 
corporate governance of Kazakhstan and international companies on February 6, 2018, a new 
version of the Company’s Corporate Governance Code was adopted.

Improving Business Processes
In 2017, the Company implemented a project to re-engineer the main business processes 
aimed at improving the Company’s operational efficiency. As a result, internal control and risk 
management systems have been improved. Automation of the business process on subsidizing 
mortgage loans issued by the second-tier banks was carried out, which reduced the time for 
consideration of one application to 3.32 hours instead of 2 days.

In order to improve the quality of the services offered, the business process for handling cus-
tomer requests has been automated and a personal on-line office for the tenant has been cre-
ated. For the convenience of clients, the channels for accepting payments have been expanded. 
In order to minimize operational risks, work is underway to automate the process of interaction 
with agent banks for the accounting of payments to the Company’s customers.

Table 3: Results of diagnostics of corporate governance of IAS in 2015 and 2017

Component April 2016 - 
January 2017

2015 Deviation

Structure 94,2% 80% + 14,2 %
Processes 79,5% 63,1% + 16,4 %
Transparency 81,7% 59,1% + 22,6 %
The indicator of corporate governance 
compliance was

84,1% 66,2% + 17,9 %
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To the Board of Directors of Mortgage Organisation  
Kazakhstan Mortgage Company JSC

Opinion
We have audited the financial statements of JSC «Mortgage organization «Kazakhstan Mort-
gage Company» (the “Company”), which comprise the statement of financial position as at 31 
December 2017, the statements of profit or loss and other comprehensive income, changes in 
equity and cash flows for the year then ended, and notes, comprising significant accounting 
policies and other explanatory information.

In our opinion, the accompanying financial statements present fairly, in all material respects, 
the financial position of the Company as at 31 December 2017, and its financial performance 
and its cash flows for the year then ended in accordance with International Financial Reporting 
Standards (IFRS).

Basis for Opinion
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our 
responsibilities under those standards are further described in the Auditors’ Responsibilities for 
the Audit of the Financial Statements section of our report. We are independent of the Company 
in accordance with the International Ethics Standards Board for Accountants’ Code of Ethics for 
Professional Accountants (IESBA Code) together with the ethical requirements that are relevant 
to our audit of the financial statements in the Republic of Kazakhstan, and we have fulfilled 
our other ethical responsibilities in accordance with these requirements and the IESBA Code. 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our opinion.

Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most significance 
in our audit of the financial statements of the current period. These matters were addressed in the 
context of our audit of the financial statements as a whole, and in forming our opinion thereon, 
and we do not provide a separate opinion on these matters.
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Responsibilities of Management and Those Charged 
with Governance for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements 
in accordance with IFRS, and for such internal control as management determines is necessary to 
enable the preparation of financial statements that are free from material misstatement, whether 
due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s 
ability to continue as a going concern, disclosing, as applicable, matters related to going concern 
and using the going concern basis of accounting unless management either intends to liquidate 
the Company or to cease operations, or has no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Company’s financial reporting 
process.

Auditors’ Responsibilities for the Audit of the Financial 
Statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a 
whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’ 
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a 
guarantee that an audit conducted in accordance with ISAs will always detect a material misstate-
ment when it exists. Misstatements can arise from fraud or error and are considered material if, 
individually or in the aggregate, they could reasonably be expected to influence the economic 
decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain pro-
fessional scepticism throughout the audit. We also:
• Identify and assess the risks of material misstatement of the financial statements, whether due to 

fraud or error, design and perform audit procedures responsive to those risks, and obtain audit 
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not de-
tecting a material misstatement resulting from fraud is higher than for one resulting from error, 
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override 
of internal control.

• Obtain an understanding of internal control relevant to the audit in order to design audit proce-
dures that are appropriate in the circumstances, but not for the purpose of expressing an opinion 
on the effectiveness of the Company’s internal control.

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by management.

• Conclude on the appropriateness of management’s use of the going concern basis of account-
ing and, based on the audit evidence obtained, whether a material uncertainty exists related to 
events or conditions that may cast significant doubt on the Company’s ability to continue as a 
going concern. If we conclude that a material uncertainty exists, we are required to draw atten-
tion in our auditors’ report to the related disclosures in the financial statements or, if such disclo-
sures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence 
obtained up to the date of our auditors’ report. However, future events or conditions may cause 
the Company to cease to continue as a going concern.

• Evaluate the overall presentation, structure and content of the financial statements, including 
the disclosures, and whether the financial statements represent the underlying transactions and 
events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit and significant audit findings, including any significant de-
ficiencies in internal control that we identify during our audit.

Other information
Management is responsible for the other information. The other information comprises the in-
formation included in the annual report but does not include the financial statements and our 
auditors’ report thereon. The annual report is expected to be made available to us after the date 
of this auditors’ report.

Our opinion on the financial statements does not cover the other information and we will not 
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other 
information identified above when it becomes available and, in doing so, consider whether the 
other information is materially inconsistent with the financial statements or our knowledge 
obtained in the audit, or otherwise appears to be materially misstated. 

Impairment of loans to customers and finance lease receivables
Please refer to the Notes 3 (l), 12 and 13 in the financial statements.

The key audit matter How the matter was addressed in our audit

The assessment of the Com-
pany’s estimate of impair-
ment losses against loans to 
customers and finance lease 
receivables is considered to 
be a key audit matter due to 
the significance of loans to 
customers and finance lease 
receivables, and the signifi-
cant judgments it requires 
the Company to make.

Calculation of the collective 
loss allowance uses statisti-
cal models based on histor-
ical delinquency rates, and 
also requires the application 
of management judgement.

Our audit procedures in this area included, among others: 

• assessing the design and operating effectiveness of con-
trols in respect of the Company’s underwriting process, 
management review process over impaired loans;

• re-performing calculations and agreeing a sample of data 
inputs to source documentation;

• assessing whether the data used in the models is com-
plete and accurate through testing a sample of relevant 
data fields and their aggregate amounts against data in 
the source systems;

• challenging the appropriateness of the key assumptions 
used for collective impairment against our understanding 
of the Company and its recent performance. This involved 
recalculation of provisioning rates based on the Compa-
ny’s actual historic experience;

• considering the adequacy of the Company’s disclosures 
about credit risk, structure and quality of loan and finance 
lease portfolios and related impairment allowances.
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We also provide those charged with governance with a statement that we have complied with 
relevant ethical requirements regarding independence, and communicate with them all relation-
ships and other matters that may reasonably be thought to bear on our independence, and where 
applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those mat-
ters that were of most significance in the audit of the financial statements of the current period and 
are therefore the key audit matters. We describe these matters in our auditors’ report unless law or 
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, 
we determine that a matter should not be communicated in our report because the adverse con-
sequences of doing so would reasonably be expected to outweigh the public interest benefits of 
such communication.

The engagement partner on the audit resulting in this independent auditors’ report is:

Note 2017
KZT’000

2016
KZT’000

Interest income 4  15,995,742 18,539,350
Interest expense 4 (6,280,876) (9,010,568)
Net interest income 9,714,866 9,528,782
Fee and commission income 2,549 1,072
Fee and commission expense (219,095) (302,672)
Net fee and commission expense (216,546) (301,600)
Net foreign exchange loss (18,437) (186,927)
Net gain from repurchase of debt securities issued - 4,978
Other operating income 686,679 761,912
Operating income 10,166,562 9,807,145
Impairment losses 5 (2,019,839) (2,456,527)
Personnel expenses 6 (1,619,826) (1,488,949)
General administrative expenses 7 (1,615,460) (1,373,010)
Profit before income tax 4,911,437 4,488,659
Income tax expense 8 (1,216,314) (1,399,395)
Profit for the year 3,695,123 3,089,264

- Net change in fair value (160,586) 512,706
Other comprehensive (loss)/income for the year, net of income tax (160,586) 512,706
Total comprehensive income for the year 3,534,537 3,601,970
Basic and diluted earnings per share, in KZT 22(f ) 621 555

Other comprehensive (loss)/income, net of income tax

Items that are or may be reclassified subsequently to profit or loss:
Revaluation reserve for available-for-sale financial assets

The financial statements as set out on pages 45 to 106 were approved by Management on 28 February 
2018 and were signed on its behalf by:

Mukhamejanov A.B. 
Chairman of the Management Board

Sagimkulova B.D. 
Managing director

Toktarkozha A.T. 
Chief Accountant

Assel Urdabayeva
Certified Auditor 
of the Republic of Kazakhstan,
Auditor’s Qualification Certificate 
No. МФ-0000096 of 27 August 2012

28 February 2018

Asel Khairova 
General Director of KPMG Audit LLC 
acting on the basis of the Charter 

The statement of profit or loss and other comprehensive income is to be read in conjunction with the notes to, and forming part of, the financial statements.

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME FOR THE YEAR ENDED 31 DECEMBER 2017
JSC «MORTGAGE ORGANIZATION «KAZAKHSTAN MORTGAGE COMPANY»
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KPMG Audit LLC 
State Licence to conduct audit # 0000021 dated 6 December 2006 issued by the Ministry of 
Finance of the Republic of Kazakhstan
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CASH FLOWS FROM OPERATING ACTIVITIES 2017 
KZT’000

2016 
KZT’000

Interest receipts 12,692,986 16,184,504
Interest payments (3,446,024) (6,611,235)
Fee and commission receipts 2,345 1,010
Fee and commission payments (122,467) (302,672)
Other income receipts 955,228 714,192
Personnel expenses payments (1,494,124) (1,153,692)
General administrative expenses payments (1,566,594) (1,127,837)

7,021,350 7,704,270
(Increase)/decrease in operating assets
Placements with banks and other financial institutions (6,037,579) 15,387,917
Loans to customers 5,827,827 24,968,326
Advances paid for acquisition and construction of real estate 632,760 (34,617,304)
Assets to be transferred under finance lease agreements (8,548,873) (9,124,200)
Construction in progress (12,274,013) (878,543)
Finance lease receivables 3,716,008 1,975,686
Other assets 359,324 (2,682,361)
Increase in operating liabilities
Other liabilities 963,776 1,224,295
Net cash (used in)/from operating activities before income tax paid (8,339,420) 3,958,086
Income tax paid (456,890) (1,100,777)
Cash flows (used in)/from operations (8,796,310) 2,857,309

CASH FLOWS FROM INVESTING ACTIVITIES 2017 
KZT’000

2016 
KZT’000

Redemption and sale of available-for-sale financial assets - 3,481,687
Purchases of property, equipment and intangible assets (132,079) (549,726)
Sales of investment property 158,017 126,048
Cash flows from investing activities 25,938 3,058,009

CASH FLOWS FROM FINANCING ACTIVITIES 2017 
KZT’000

2016 
KZT’000

Repurchase/redemption of debt securities issued (9,599,700) (21,414,874)
Proceeds from issue of debt securities 14,374,280
Redemption of subordinated debt securities issued (10,000,000) -
Receipts of other borrowed funds - 41,592,292
Repayment of other borrowed funds (7,150,000) (14,416,667)
Dividends paid (926,802) -
Proceeds from issuance of share capital 5,200,000 -
Cash flows (used in)/from financing activities (8,102,222) 5,760,751
Net (decrease)/increase in cash and cash equivalents (16,872,594) 11,676,069
Effect of changes in exchange rates on cash and cash equivalents 7,269 177,863
Cash and cash equivalents at the beginning of the year 38,665,521 26,811,589
Cash and cash equivalents at the end of the year (Note 9) 21,800,196 38,665,521

ASSETS Note 2017 
KZT’000

2016 
KZT’000

Cash and cash equivalents 9 21,800,196 38,665,521
Placements with banks and other financial institutions 10 6,109,035 167,534
Available-for-sale financial assets 11 9,234,246 11,089,637
Loans to customers 12 50,049,179 56,535,641
Finance lease receivables 13 117,838,422 74,921,988
Current tax asset 2,645,992 3,201,687
Advances paid for acquisition and construction of real estate 14 3,746,747 28,212,420
Assets to be transferred under finance lease agreements 15 7,652,924 24,221,971
Construction in progress 16 23,475,511 9,229,741
Property and equipment 2,173,139 2,186,810
Investment property 917,489 1,315,991
Other assets 17 4,842,065 4,783,924
Total assets 250,484,945 254,532,865

EQUITY Note 2017 
KZT’000

2016 
KZT’000

Share capital 63,313,800 58,113,800
Share premium 12,661 12,661
Treasury shares (2,597,522) (2,597,522)
Additional paid-in capital 5,822,856 5,822,856
Reserve capital 2,734,447 2,734,447
Revaluation reserve for available-for-sale financial assets (1,366,764) (1,206,178)
Accumulated losses (9,109,985) (11,878,306)
Total equity 58,809,493 51,001,758
Total equity and liabilities 250,484,945 254,532,865

LIABILITIES Note 2017 
KZT’000

2016 
KZT’000

Debt securities issued 18 43,177,214 37,334,185
Subordinated debt securities issued - 10,152,242
Other borrowed funds 19 29,832,799 35,159,984
Deferred income 20 106,893,420 109,964,767
Deferred tax liability 8 1,309,953 1,106,223
Other liabilities 21 10,462,066 9,813,706
Total liabilities 191,675,452 203,531,107

The statement of financial position is to be read in conjunction with the notes to, and forming part of, the financial statements. The statement of cash flows is to be read in conjunction with the notes to, and forming part of, the financial statements.

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 31 DECEMBER 2017
JSC «MORTGAGE ORGANIZATION «KAZAKHSTAN MORTGAGE COMPANY»

STATEMENT OF FINANCIAL POSITION AS AT 31 DECEMBER 2017
JSC «MORTGAGE ORGANIZATION «KAZAKHSTAN MORTGAGE COMPANY»
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Data for 2016

Data for 2017

KZT’000 Share capital Share 
premium

Treasury shares Additional paid in 
capital

Reserve capital Revaluation reserve for 
available-for-sale financial assets

Accumulated 
losses

Total

Balance as at 1 January 2016 58,113,800 12,661 (2,597,522) 5,822,856 2,734,447 (1,718,884) (14,967,570) 47,399,788
Total comprehensive income
Profit for the year – – – – – – 3,089,264 3,089,264

Other comprehensive income
Items that are or may be reclassified subsequently to profit or loss:
Net change in fair value of available-for sale financial assets – – – – – 512,706 – 512,706
Total other comprehensive income – – – – – 512,706 – 512,706
Total comprehensive income for the year – – – – – 512,706 3,089,264 3,601,970
Balance as at 31 December 2016 58,113,800 12,661 (2,597,522) 5,822,856 2,734,447 (1,206,178) (11,878,306) 51,001,758

KZT’000 Share capital Share 
premium

Treasury shares Additional paid in 
capital

Reserve capital Revaluation reserve for available-
for-sale financial assets

Accumulated 
losses

Total

Balance as at 1 January 2017 3,534,537 12,661 (2,597,522) 5,822,856 2,734,447 (1,206,178) (11,878,306) 51,001,758
Total comprehensive income
Profit for the year – – – – – – 3,695,123 3,695,123

Other comprehensive income
Items that are or may be reclassified subsequently to profit or loss:
Net change in fair value of available-for sale financial assets – – – – – (160,586) – (160,586)
Total other comprehensive income – – – – – (160,586) – (160,586)
Total comprehensive income for the year (160,586) 3,695,123 3,534,537

TRANSACTIONS WITH OWNERS, RECORDED DIRECTLY IN EQUITY

Share issued 5,200,000 – – – – – – 5,200,000
Dividends declared – – – – – – (926,802) (926,802)
Balance as at 31 December 2017 63,313,800 12,661 (2,597,522) 5,822,856 2,734,447 (1,366,764) (9,109,985) 58,809,493

The statement of changes in equity is to be read in conjunction with the notes to, and forming part of, the financial statements.

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2017
JSC «MORTGAGE ORGANIZATION «KAZAKHSTAN MORTGAGE COMPANY»

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2017
JSC «MORTGAGE ORGANIZATION «KAZAKHSTAN MORTGAGE COMPANY»
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Notes

1  Reporting entity

(A) Organisation and operations

JSC «Mortgage organization «Kazakhstan Mortgage Company» (the “Company”) was estab-
lished on 29 December 2000 in accordance with the Decree #469 of the National Bank of the 
Republic of Kazakhstan (the “NBRK”) dated 20 December 2000. The principal activity of the 
Company is acquisition of rights on mortgage loans, finance leasing and issuance of mortgage 
loans in accordance with the license of regulatory authorities. The Company may additionally 
perform trust, factoring, forfeiting and leasing operations.

On 12 April 2010 the Company obtained a banking license #5.1.69 on banking lending trans-
actions.

The activities of the Company are regulated by the National Bank of the Republic of Kazakhstan.

The Company’s registered office is 98, Karasay Batyr st., А05Е3В4, Almaty, Kazakhstan. The Com-
pany has a representative office in Astana.

(B) Shareholders

As at 31 December 2017 the Company is wholly-owned by the National Management Holding 
Baiterek JSC (“NMH “Baiterek” JSC).

(C) Kazakhstan business environment

The Company’s operations are primarily located in Kazakhstan. Consequently, the Company is 
exposed to the economic and financial markets of Kazakhstan which display display character-
istics of an emerging market. The legal, tax and regulatory frameworks continue development, 
but are subject to varying interpretations and frequent changes which together with other le-
gal and fiscal impediments contribute to the challenges faced by entities operating in Kazakh-
stan. In addition, the depreciation of the Kazakhstan tenge which took place during 2015, and 
the reduction in the global price of oil, have increased the level of uncertainty in the business 
environment.

The financial statements reflect management’s assessment of the impact of the Kazakhstan 
business environment on the operations and the financial position of the Company. The future 
business environment may differ from management’s assessment.

2 Basis of accounting

(A) Statement of compliance

The financial statements are prepared in accordance with International Financial Reporting 
Standards (IFRS).

(B) Basis of measurement

The financial statements are prepared on the historical cost basis except that available-for-sale 
financial assets are stated at fair value.

(C) Functional and presentation currency

The functional currency of the Company is the Kazakhstani tenge (“KZT”) as, being the national 
currency of the Republic of Kazakhstan, it reflects the economic substance of the majority of 
underlying events and circumstances relevant to them. 

Tenge is also the presentation currency for the purposes of these financial statements.

Financial information presented in KZT is rounded to the nearest thousand, except when oth-
erwise indicated.

(D) Use of estimates and judgments

The preparation of financial statements in conformity with IFRS requires management to make 
judgements, estimates and assumptions that affect the application of accounting policies and 
the reported amounts of assets, liabilities, income and expenses. Actual results could differ from 
those estimates. 

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to account-
ing estimates are recognised in the period in which the estimates are revised and in any future 
periods affected.

Information about significant areas of estimation uncertainty and critical judgments in apply-
ing accounting policies is described in the following notes:
• Available-for-sale financial assets – Note 11;
• Loans to customers – Note 12;
• Other borrowed funds – Note 19.

(E) Changes in accounting policies 

The Company has adopted the following amendments to standards with a date of initial appli-
cation of 1 January 2017:
• Disclosure Initiative (Amendments to IAS 7). IAS 7 Statement of Cash Flows has been amended as 

part of the IASB’s broader disclosure initiative to improve presentation and disclosure in finan-
cial statements. The amendment requires disclosures that enable users of financial statements 
to evaluate changes in liabilities arising from financing activities, including both changes arising 
from cash flow and non-cash changes. One way to meet this new disclosure requirement is to 
provide a reconciliation between the opening and closing balances for liabilities arising from 
financing activities. However, the objective could also be achieved in other ways.

3 Significant accounting policies
The accounting policies set out below are applied consistently to all periods presented in these 
financial statements, and are applied consistently by the Company. 

(A) Foreign currency

Transactions in foreign currencies are translated to the respective functional currencies of the 
Company at exchange rates at the dates of the transactions. 

Monetary assets and liabilities denominated in foreign currencies at the reporting date are re-
translated to the functional currency at the exchange rate at that date. The foreign currency 
gain or loss on monetary items is the difference between amortised cost in the functional cur-
rency at the beginning of the period, adjusted for effective interest and payments during the 
period, and the amortised cost in foreign currency translated at the exchange rate at the end of 
the reporting period. 

Non-monetary assets and liabilities denominated in foreign currencies that are measured at 
fair value are retranslated to the functional currency at the exchange rate at the date that the 
fair value is determined. Non-monetary items that are measured in terms of historical cost in a 
foreign currency are translated using the exchange rate at the date of the transaction. 

Foreign currency differences arising on retranslation are recognised in profit or loss, except for 
differences arising on the retranslation of available-for-sale equity instruments unless the dif-
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• the Company designates as available-for-sale or,
• meet the definition of loans and receivables

Available-for-sale financial assets are those non-derivative financial assets that are designated as 
available-for-sale or are not classified as loans and receivables, held-to-maturity investments or 
financial instruments at fair value through profit or loss.

(I) Recognition

Financial assets and liabilities are recognised in the statement of financial position when the 
Company becomes a party to the contractual provisions of the instrument. All regular way pur-
chases of financial assets are accounted for at the settlement date. 

(II) Measurement

A financial asset or liability is initially measured at its fair value plus, in the case of a financial 
asset or liability not at fair value through profit or loss, transaction costs that are directly attrib-
utable to the acquisition or issue of the financial asset or liability.

Subsequent to initial recognition, financial assets, including derivatives that are assets, are 
measured at their fair values, without any deduction for transaction costs that may be incurred 
on their sale or other disposal, except for: 
• loans and receivables which are measured at amortised cost using the effective interest method;
• held-to-maturity investments that are measured at amortised cost using the effective interest 

method;
• investments in equity instruments that do not have a quoted market price in an active market 

and whose fair value cannot be reliably measured which are measured at cost.

All financial liabilities, other than those designated at fair value through profit or loss and finan-
cial liabilities that arise when a transfer of a financial asset carried at fair value does not qualify 
for derecognition, are measured at amortised cost.

(III) Amortised cost

The amortised cost of a financial asset or liability is the amount at which the financial asset or 
liability is measured at initial recognition, minus principal repayments, plus or minus the cu-
mulative amortisation using the effective interest method of any difference between the initial 
amount recognised and the maturity amount, minus any reduction for impairment. Premiums 
and discounts, including initial transaction costs, are included in the carrying amount of the 
related instrument and amortised based on the effective interest rate of the instrument. 

(IV) Fair value measurement principles

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an 
orderly transaction between market participants at the measurement date in the principal, or in 
its absence, the most advantageous market to which the Company has access at that date. The 
fair value of a liability reflects its non-performance risk.

When available, the Company measures the fair value of an instrument using quoted prices in 
an active market for that instrument. A market is regarded as active if transactions for the asset 
or liability take place with sufficient frequency and volume to provide pricing information on 
an ongoing basis. 

When there is no quoted price in an active market, the Company uses valuation techniques that 
maximise the use of relevant observable inputs and minimise the use of unobservable inputs. 
The chosen valuation technique incorporates all the factors that market participants would 
take into account in these circumstances.

The best evidence of the fair value of a financial instrument at initial recognition is normally 
the transaction price, i.e., the fair value of the consideration given or received. If the Company 
determines that the fair value at initial recognition differs from the transaction price and the fair 

ference is due to impairment in which case foreign currency differences that have been recog-
nised in other comprehensive income are reclassified to profit or loss; a financial liability des-
ignated as a hedge of the net investment in a foreign operation to the extent that the hedge 
is effective; or qualifying cash flow hedges to the extent that the hedge is effective, which are 
recognised in other comprehensive income. 

(B) Cash and cash equivalents

Cash and cash equivalents include notes and coins on hand, unrestricted balances (nostro ac-
counts) held with the NBRK and other banks and highly liquid financial assets with original 
maturities of less than three months, which are subject to insignificant risk of changes in their 
fair value, and are used by the Company in the management of short-term commitments. Cash 
and cash equivalents are carried at amortised cost in the statement of financial position. 

(C) Financial instruments

(I) Classification

Financial instruments at fair value through profit or loss are financial assets or liabilities that are:
• acquired or incurred principally for the purpose of selling or repurchasing in the near term
• part of a portfolio of identified financial instruments that are managed together and for which 

there is evidence of a recent actual pattern of short-term profit-taking- derivative financial 
instruments (except for a derivative that is a financial guarantee contract or a designated and 
effective hedging instruments) or,

• upon initial recognition, designated as at fair value through profit or loss. 

The Company may designate financial assets and liabilities at fair value through profit or loss 
where either: 
• the assets or liabilities are managed, evaluated and reported internally on a fair value basis
• the designation eliminates or significantly reduces an accounting mismatch which would oth-

erwise arise or,
• the asset or liability contains an embedded derivative that significantly modifies the cash 

flows that would otherwise be required under the contract

All trading derivatives in a net receivable position (positive fair value), as well as options pur-
chased, are reported as assets. All trading derivatives in a net payable position (negative fair 
value), as well as options written, are reported as liabilities.

Management determines the appropriate classification of financial instruments in this category 
at the time of the initial recognition. Derivative financial instruments and financial instruments 
designated as at fair value through profit or loss upon initial recognition are not reclassified 
out of at fair value through profit or loss category. Financial assets that would have met the 
definition of loans and receivables may be reclassified out of the fair value through profit or loss 
or available-for-sale category if the Company has an intention and ability to hold them for the 
foreseeable future or until maturity. Other financial instruments may be reclassified out of at fair 
value through profit or loss category only in rare circumstances. Rare circumstances arise from a 
single event that is unusual and highly unlikely to recur in the near term.

Loans and receivables are non-derivative financial assets with fixed or determinable payments 
that are not quoted in an active market, other than those that the Company:
• intends to sell immediately or in the near term;
• upon initial recognition designates as at fair value through profit or loss;
• upon initial recognition designates as available-for-sale or,
• may not recover substantially all of its initial investment, other than because of credit deteri-

oration.

Held-to-maturity investments are non-derivative financial assets with fixed or determinable pay-
ments and fixed maturity that the Company has the positive intention and ability to hold to 
maturity, other than those that:
• the Company upon initial recognition designates as at fair value through profit or loss;
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counterparty liability included in amounts payable under repo transactions within deposits and 
balances from banks or current accounts and deposits from customers, as appropriate. The dif-
ference between the sale and repurchase prices represents interest expense and is recognised 
in profit or loss over the term of the repo agreement using the effective interest method. 

Securities purchased under agreements to resell (reverse repo) are recorded as amounts receiva-
ble under reverse repo transactions within loans to banks or loans to customers, as appropriate. 
The difference between the purchase and resale prices represents interest income and is recog-
nised in profit or loss over the term of the repo agreement using the effective interest method.

If assets purchased under an agreement to resell are sold to third parties, the obligation to re-
turn securities is recorded as a trading liability and measured at fair value.

(IX) Offsetting

Financial assets and liabilities are offset and the net amount presented in the statement of fi-
nancial position when, and only when, the Company currently has a legally enforceable right to 
set off the recognised amounts and intends either to settle on a net basis or to realise the asset 
and settle the liability simultaneously. The Company currently has a legally enforceable right 
to set off if that right is not contingent on a future event and enforceable both in the normal 
course of business and in the event of default, insolvency or bankruptcy of the Company and 
all counterparties.

(E) Leases

Leases which assume transfer of substantially all the risks and rewards of ownership are clas-
sified as finance leases. Leases which do not assume transfer of substantially all the risks and 
rewards of ownership are classified as operating leases.

The Company classifies the property leasing under the hire purchase contracts as finance lease 
as at the date of beginning of the lease relationship in accordance with IAS 17 Leases 
•  The lease transfers ownership of the asset to the lessee by the end of the lease term
• The lessee has the option to purchase the asset at a price which is expected to be sufficiently 

lower than the fair value at the date the option becomes exercisable such that, at the incep-
tion of the lease, it is reasonably certain that the option will be exercised

• The lease term is for the major part of the economic life of the asset even if title is not trans-
ferred

• At the inception of the lease the present value of the minimum lease payments amounts to at 
least substantially all of the fair value of the leased asset, or

• The leased assets are of a specialised nature such that only the lessee can use them without 
major modifications being made.

The Company as a lessor initially measures finance leases at an amount equal to the net invest-
ment in the lease. Subsequently the recognition of finance income is based on a pattern reflect-
ing a constant periodic rate of return on the Company’s net investment in the finance lease.

(F) Foreclosed assets

Foreclosed assets are measured at the lower of cost and net realisable value. The cost of fore-
closed assets is based on the specific identification principle, and recorded at net book value of 
underlying lease at foreclosure date.

Net realisable value is the estimated selling price in the ordinary course of business, less the 
estimated costs of completion and selling expenses.

(G) Property and equipment

(I) Owned assets

Items of property and equipment are stated at cost less accumulated depreciation and impair-
ment losses. 

value is evidenced neither by a quoted price in an active market for an identical asset or liability 
nor based on a valuation technique that uses only data from observable markets, the financial 
instrument is initially measured at fair value, adjusted to defer the difference between the fair 
value at initial recognition and the transaction price. Subsequently, that difference is recognised 
in profit or loss on an appropriate basis over the life of the instrument, but no later than when 
the valuation is supported wholly by observable market data or the transaction is closed out.

If an asset or a liability measured at fair value has a bid price and an ask price, the Company meas-
ures assets and long positions at the bid price and liabilities and short positions at the ask price.

The Company recognises transfers between levels of the fair value hierarchy as of the end of the 
reporting period during which the change has occurred.

(VI) Gains and losses on subsequent measurement

A gain or loss arising from a change in the fair value of a financial asset or liability is recognised 
as follows: 
• a gain or loss on a financial instrument classified as at fair value through profit or loss is recog-

nised in profit or loss
• a gain or loss on an available-for-sale financial asset is recognised as other comprehensive in-

come in equity (except for impairment losses and foreign exchange gains and losses on debt 
financial instruments available-for-sale) until the asset is derecognised, at which time the cu-
mulative gain or loss previously recognised in equity is recognised in profit or loss. Interest in 
relation to an available-for-sale financial asset is recognised in profit or loss using the effective 
interest method.

For financial assets and liabilities carried at amortised cost, a gain or loss is recognised in profit 
or loss when the financial asset or liability is derecognised or impaired, and through the amor-
tisation process.

(VII) Derecognition

The Company derecognises a financial asset when the contractual rights to the cash flows from 
the financial asset expire, or when it transfers the financial asset in a transaction in which sub-
stantially all the risks and rewards of ownership of the financial asset are transferred or in which 
the Company neither transfers nor retains substantially all the risks and rewards of ownership 
and it does not retain control of the financial asset. Any interest in transferred financial assets 
that qualify for derecognition that is created or retained by the Company is recognised as a 
separate asset or liability in the statement of financial position. The Company derecognises a 
financial liability when its contractual obligations are discharged or cancelled or expire.

The Company enters into transactions whereby it transfers assets recognised on its statement 
of financial position, but retains either all risks and rewards of the transferred assets or a portion 
of them. If all or substantially all risks and rewards are retained, then the transferred assets are 
not derecognised. 

In transactions where the Company neither retains nor transfers substantially all the risks and 
rewards of ownership of a financial asset, it derecognises the asset if control over the asset is lost. 

In transfers where control over the asset is retained, the Company continues to recognise the 
asset to the extent of its continuing involvement, determined by the extent to which it is ex-
posed to changes in the value of the transferred assets.

If the Company purchases its own debt, it is removed from the statement of financial position 
and the difference between the carrying amount of the liability and the consideration paid is 
included in gains or losses arising from early retirement of debt.

The Company writes off assets deemed to be uncollectible.

(VIII) Repurchase and reverse repurchase agreements

Securities sold under sale and repurchase (repo) agreements are accounted for as secured fi-
nancing transactions, with the securities retained in the statement of financial position and the 
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Net realisable value is the estimated selling price in the ordinary course of business, less the 
estimated costs of completion and selling expenses.

(L) Impairment

The Company assesses at the end of each reporting period whether there is any objective evi-
dence that a financial asset or group of financial assets is impaired. If any such evidence exists, 
the Company determines the amount of any impairment loss.

A financial asset or a group of financial assets is impaired and impairment losses are incurred if, 
and only if, there is objective evidence of impairment as a result of one or more events that oc-
curred after the initial recognition of the financial asset (a loss event) and that event (or events) 
has had an impact on the estimated future cash flows of the financial asset or group of financial 
assets that can be reliably estimated. 

Objective evidence that financial assets are impaired can include default or delinquency by a 
borrower, breach of loan covenants or conditions, restructuring of financial asset or group of 
financial assets that the Company would not otherwise consider, indications that a borrower or 
issuer will enter bankruptcy, the disappearance of an active market for a security, deterioration 
in the value of collateral, or other observable data related to a group of assets such as adverse 
changes in the payment status of borrowers in the group, or economic conditions that correlate 
with defaults in the group.

In addition, for an investment in an equity security available-for-sale a significant or prolonged 
decline in its fair value below its cost is objective evidence of impairment.

(I) Financial assets carried at amortised cost

Financial assets carried at amortised cost consist principally of loans and other receivables 
(loans and receivables). The Company reviews its loans and receivables to assess impairment 
on a regular basis. 

The Company first assesses whether objective evidence of impairment exists individually for 
loans and receivables that are individually significant, and individually or collectively for loans 
and receivables that are not individually significant. If the Company determines that no objec-
tive evidence of impairment exists for an individually assessed loan or receivable, whether sig-
nificant or not, it includes the loan or receivable in a group of loans and receivables with similar 
credit risk characteristics and collectively assesses them for impairment. Loans and receivables 
that are individually assessed for impairment and for which an impairment loss is or continues 
to be recognised are not included in a collective assessment of impairment.

If there is objective evidence that an impairment loss on a loan or receivable has been incurred, 
the amount of the loss is measured as the difference between the carrying amount of the loan or 
receivable and the present value of estimated future cash flows including amounts recoverable 
from guarantees and collateral discounted at the loan or receivable’s original effective interest rate. 
Contractual cash flows and historical loss experience adjusted on the basis of relevant observable 
data that reflect current economic conditions provide the basis for estimating expected cash flows.

In some cases the observable data required to estimate the amount of an impairment loss on a 
loan or receivable may be limited or no longer fully relevant to current circumstances. This may 
be the case when a borrower is in financial difficulties and there is little available historical data 
related to similar borrowers. In such cases, the Company uses its experience and judgment to 
estimate the amount of any impairment loss. 

All impairment losses in respect of loans and receivables are recognised in profit or loss and are 
only reversed if a subsequent increase in recoverable amount can be related objectively to an 
event occurring after the impairment loss was recognised.

When a loan or receivables are uncollectable, it is written off against the related allowance for 
loan impairment. The Company writes off a loan balance (and any related allowances for loan 
losses) when management determines that the loans are uncollectible and when all necessary 
steps to collect the loan are completed. 

Where an item of property and equipment comprises major components having different use-
ful lives, they are accounted for as separate items of property and equipment. 

II) Leased assets

Leases under which the Company assumes substantially all the risks and rewards of ownership 
are classified as finance leases. Equipment acquired by way of finance lease is stated at the 
amount equal to the lower of its fair value and the present value of the minimum lease pay-
ments at inception of the lease, less accumulated depreciation and impairment losses. 

(III) Depreciation

Depreciation is charged to profit or loss on a straight-line basis over the estimated useful lives 
of the individual assets. Depreciation commences on the date of acquisition or, in respect of 
internally constructed assets, from the time an asset is completed and ready for use. Land is not 
depreciated. The estimated useful lives are as follows:
• buildings 8 - 100 years
• computer equipment 2 - 10 years
• vehicles 5 - 7 years
• other  3 - 20 years.

(H) Intangible assets

Acquired intangible assets are stated at cost less accumulated amortisation and impairment losses. 

Acquired computer software licenses are capitalised on the basis of the costs incurred to ac-
quire and bring to use the specific software.

Amortisation is charged to profit or loss on a straight-line basis over the estimated useful lives 
of intangible assets. The estimated useful lives range from 1 year for programme software to 20 
years for licenses.

(I) Investment property

Investment property is property held either to earn rental income or for capital appreciation or 
for both, but not for sale in normal course of business, or for the use in production or supply of 
goods or services or for administrative purposes. Investment property is measured at cost less 
accumulated depreciation and impairment losses.

When the use of a property changes such that it is reclassified as property and equipment, its 
carrying value at the date of reclassification becomes its cost for subsequent accounting.

(J) Assets held for sale

Non-current assets, or disposal groups comprising assets and liabilities, that are expected to be 
recovered primarily through sale rather than through continuing use, are classified as held for 
sale. Immediately before classification as held for sale, the assets, or components of a disposal 
group, are remeasured in accordance with the Company’s accounting policies. Thereafter gen-
erally, the assets, or disposal group, are measured at the lower of their carrying amount and fair 
value less cost to sell. 

(K) Inventories

Inventories include assets to be transferred under finance lease agreements and other invento-
ry. Assets to be transferred under finance lease are real estate objects acquired by the Company 
and transferred to the lessees once the title of ownership on objects is obtained. Inventories 
are measured at the lower of cost and net realisable value. The cost of inventories is based on 
the weighted average cost principle, and includes expenditure incurred in acquiring the inven-
tories, production or conversion costs and other costs incurred in bringing them to their exist-
ing location and condition. In the case of manufactured inventories and work in progress, cost 
includes an appropriate share of production overheads based on normal operating capacity. 
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Government grants are recognised in profit or loss on a systematic basis over the periods in 
which the Company recognises as expenses the related costs for which the grants are intended 
to compensate.

(N) Provisions

A provision is recognised in statement of financial position when the Company has a legal or 
constructive obligation as a result of a past event, and it is probable that an outflow of eco-
nomic benefits will be required to settle the obligation. If the effect is material, provisions are 
determined by discounting the expected future cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money and, where appropriate, the risks specific to the 
liability.

(O) Share capital

(I) Ordinary shares

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of 
ordinary shares and share options are recognised as a deduction from equity, net of any tax 
effects.

(II) Treasury shares

When share capital recognised as equity is repurchased, the amount of the consideration paid, 
including directly attributable costs, is recognised as a decrease in equity.

(III) Dividends

The ability of the Company to declare and pay dividends is subject to the rules and regulations 
of Kazakh legislation.

Dividends in relation to ordinary shares are reflected as an appropriation of retained earnings in 
the period when they are declared.

(P) Taxation

Income tax comprises current and deferred tax. Income tax is recognised in profit or loss except 
to the extent that it relates to items of other comprehensive income or transactions with share-
holders recognised directly in equity, in which case it is recognised within other comprehensive 
income or directly within equity.

(I) Current tax

Current tax expense is the expected tax payable on the taxable income for the year, using tax 
rates enacted or substantially enacted at the reporting date, and any adjustment to tax payable 
in respect of previous years. 

(II) Deferred tax

Deferred tax is recognised in respect of temporary differences between the carrying amounts 
of assets and liabilities for financial reporting purposes and the amounts used for taxation pur-
poses. 

Deferred tax assets are recognised for unused tax losses, unused tax credits and deductible 
temporary differences to the extent that it is probable that future taxable profits will be availa-
ble against which they can be used. Future taxable profits are determined based on the reversal 
of relevant taxable temporary differences. If the amount of taxable temporary differences is 
insufficient to recognise a deferred tax asset in full, then future taxable profits are considered. 
Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it 
is no longer probable that the related tax benefit will be realised; such reductions are reversed 
when the probability of future taxable profits improves.

(II) Financial assets carried at cost 

Financial assets carried at cost include unquoted equity instruments included in availa-
ble-for-sale financial assets that are not carried at fair value because their fair value cannot be 
reliably measured. If there is objective evidence that such investments are impaired, the impair-
ment loss is calculated as the difference between the carrying amount of the investment and 
the present value of the estimated future cash flows discounted at the current market rate of 
return for a similar financial asset. 

All impairment losses in respect of these investments are recognised in profit or loss and cannot 
be reversed.

(III) Available-for-sale financial assets 

Impairment losses on available-for-sale financial assets are recognised by transferring the cu-
mulative loss that is recognised in other comprehensive income to profit or loss as a reclassi-
fication adjustment. The cumulative loss that is reclassified from other comprehensive income 
to profit or loss is the difference between the acquisition cost, net of any principal repayment 
and amortisation, and the current fair value, less any impairment loss previously recognised in 
profit or loss. Changes in impairment provisions attributable to time value are reflected as a 
component of interest income. 

If, in a subsequent period, the fair value of an impaired available-for-sale debt security increases 
and the increase can be objectively related to an event occurring after the impairment loss was 
recognised in profit or loss, the impairment loss is reversed, with the amount of the reversal 
recognised in profit or loss. However, any subsequent recovery in the fair value of an impaired 
available-for-sale equity security is recognised in other comprehensive income.

(IV) Non financial assets

Other non financial assets, other than deferred taxes, are assessed at each reporting date for 
any indications of impairment. The recoverable amount of non financial assets is the greater of 
their fair value less costs to sell and value in use. 

In assessing value in use, the estimated future cash flows are discounted to their present 
value using a pre-tax discount rate that reflects current market assessments of the time 
value of money and the risks specific to the asset. For an asset that does not generate 
cash inflows largely independent of those from other assets, the recoverable amount is 
determined for the cash-generating unit to which the asset belongs. An impairment loss 
is recognised when the carrying amount of an asset or its cash-generating unit exceeds its 
recoverable amount.

All impairment losses in respect of non financial assets are recognised in profit or loss and re-
versed only if there has been a change in the estimates used to determine the recoverable 
amount. Any impairment loss reversed is only reversed to the extent that the asset’s carrying 
amount does not exceed the carrying amount that would have been determined, net of depre-
ciation or amortisation, if no impairment loss had been recognised. 

(M) Government grants

Government grants are assistance by the Government, Government agencies and state-
owned entities in the form of transfers of resources to the Company in return for past or fu-
ture compliance with certain conditions relating to the operating activities of the Company. 
Government grants are not recognised until there is reasonable assurance that the Company 
will comply with the conditions attached to them and the grants will be received. If there 
are conditions that may require repayment, the grant is recognised as a “deferred income” in 
other liabilities.

The benefit of a government loan at a below-market rate of interest is treated as a government 
grant. The benefit of the below-market rate of interest is measured as the difference between 
the initial carrying value of the loan determined as described in Note 3(d) (III) and the proceeds 
received.
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IFRS 9 Financial instruments

In July 2014, the IASB issued the final version of IFRS 9 Financial Instruments. IFRS 9 is effective 
for annual periods beginning on or after 1 January 2018, with early adoption permitted. It re-
places IAS 39 Financial Instruments: Recognition and Measurement. 

In October 2017, the IASB issued Prepayment Features with Negative Compensation (Amend-
ments to IFRS 9). The amendments are effective for annual periods beginning on or after 1 Janu-
ary 2019, with early adoption permitted. 

The Company has not early adopted IFRS 9 in its financial statements for the year ended 31 
December 2017. 

The Company will apply IFRS 9 as issued in July 2014 initially on 1 January 2018 and will early 
adopt the amendments to IFRS 9 on the same date. Based on assessments undertaken to date, 
the total estimated adjustment (net of tax) of the adoption of IFRS 9 on the opening balance of 
the Company’s equity at 1 January 2018 will not exceed 5% of the total equity.

The above assessment is preliminary because not all transition work has been finalised. The 
actual impact of adopting IFRS 9 on 1 January 2018 may change because: 
• IFRS 9 will require the Company to revise its accounting processes and internal controls and 

these changes are not yet complete; 
• although parallel runs were carried out in the second half of 2017, the new systems and asso-

ciated controls in place have not been operational for a more extended period; 
• the Company has not finalised the testing and assessment of controls over its new IT systems 

and changes to its governance framework; 
• the Company is refining and finalising its models for ECL calculations; and 
• the new accounting policies, assumptions, judgements and estimation techniques employed 

are subject to change until the Company finalises its first financial statements that include the 
date of initial application. 

(I) Classification – Financial assets

IFRS 9 contains a new classification and measurement approach for financial assets that reflects 
the business model in which assets are managed and their cash flow characteristics. 

IFRS 9 includes three principal classification categories for financial assets: measured at am-
ortised cost, fair value through other comprehensive income (FVOCI) and fair value through 
profit or loss (FVTPL). It eliminates the existing IAS 39 categories of held to maturity, loans and 
receivables and available for sale. 

A financial asset is measured at amortised cost if it meets both of the following conditions and 
is not designated as at FVTPL: 
• it is held within a business model whose objective is to hold assets to collect contractual cash 

flows; and 
• its contractual terms give rise on specified dates to cash flows that are solely payments of 

principal and interest (SPPI) on the principal amount outstanding. 

A financial asset is measured at FVOCI only if it meets both of the following conditions and is 
not designated as at FVTPL: 
• it is held within a business model whose objective is achieved by both collecting contractual 

cash flows and selling financial assets; and 
• its contractual terms give rise on specified dates to cash flows that are solely payments of 

principal and interest on the principal amount outstanding. 

On initial recognition of an equity investment that is not held for trading, the Company may 
irrevocably elect to present subsequent changes in fair value in OCI. This election is made on an 
investment-by-investment basis. 

All financial assets not classified as measured at amortised cost or FVOCI as described 
above are measured at FVTPL. In addition, on initial recognition the Company may irrev-
ocably designate a financial asset that otherwise meets the requirements to be measured 
at amortised cost or at FVOCI as at FVTPL if doing so eliminates or significantly reduces an 

Unrecognised deferred tax assets are reassessed at each reporting date and recognised to the 
extent that it has become probable that future taxable profits will be available against which 
they can be used.

Deferred tax is measured at the tax rates that are expected to be applied to the temporary 
differences when they reverse, based on the laws that have been enacted or substantively en-
acted by the reporting date.

The measurement of deferred tax reflects the tax consequences that would follow the manner 
in which the Company expects, at the end of the reporting period, to recover or settle the car-
rying amount of its assets and liabilities. 

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current 
tax assets and liabilities, and they relate to income taxes levied by the same tax authority on the 
same taxable entity, or on different tax entities, but they intend to settle current tax liabilities 
and assets on a net basis or their tax assets and liabilities will be realised simultaneously.

In determining the amount of current and deferred tax the Company takes into account the 
impact of uncertain tax positions and whether additional taxes, penalties and late-payment 
interest may be due. The Company believes that its accruals for tax liabilities are adequate for all 
open tax years based on its assessment of many factors, including interpretations of tax law and 
prior experience. This assessment relies on estimates and assumptions and may involve a se-
ries of judgments about future events. New information may become available that causes the 
Company to change its judgment regarding the adequacy of existing tax liabilities; such chang-
es to tax liabilities will impact the tax expense in the period that such a determination is made.

(Q) Income and expense recognition

Interest income and expense are recognised in profit or loss using the effective interest method.

Loan origination fees, loan servicing fees and other fees that are considered to be integral to 
the overall profitability of a loan, together with the related transaction costs, are deferred and 
amortised to interest income over the estimated life of the financial instrument using the effec-
tive interest method.

Other fees, commissions and other income and expense items are recognised in profit or loss 
when the corresponding service is provided. 

Dividend income is recognised in profit or loss on the date that the dividend is declared.

Payments made under operating leases are recognised in profit or loss on a straight-line basis 
over the term of the lease. Lease incentives received are recognised as an integral part of the 
total lease expense, over the term of the lease. 

(R) Segment reporting

An operating segment is a component of a Company that engages in business activities from 
which it may earn revenues and incur expenses (including revenues and expenses related to 
transactions with other components of the same Company); whose operating results are regu-
larly reviewed by the chief operating decision maker to make decisions about resources to be 
allocated to the segment and assess its performance, and for which discrete financial informa-
tion is available.

(S) New standards and interpretations not yet adopted

A number of new standards, amendments to standards and interpretations are not yet effec-
tive as at 31 December 2017, and are not applied in preparing these financial statements. Of 
these pronouncements, potentially the following will have an impact on the Company’s finan-
cial position and performance. The Company plans to adopt these pronouncements when they 
become effective.

The following standards are expected to have a material impact on the Company’s financial 
statements in the period of initial application. 
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In addition, a prepayment feature is treated as consistent with this criterion if a financial asset is 
acquired or originated at a premium or discount to its contractual par amount, the prepayment 
amount substantially represents the contractual par amount plus accrued (but unpaid) contrac-
tual interest (which may also include reasonable compensation for early termination), and the 
fair value of the prepayment feature is insignificant on initial recognition. 

Impact assessment

The standard will affect the classification and measurement of financial assets held as at 1 Jan-
uary 2018 as follows. 
• Placements with banks and other financial institutions, reverse repurchase agreements and 

loans to customers that are classified as loans and receivables and measured at amortised 
cost under IAS 39 will in general also be measured at amortised cost under IFRS 9. 

• Debt investment securities that are classified as available-for-sale under IAS 39 may, under 
IFRS 9, be measured at amortised cost, FVOCI or FVTPL, depending on the particular circum-
stances. 

(II) Impairment – Financial assets, loan commitments and financial guarantee contracts

IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with a forward-looking ‘expected credit loss’ 
(ELC) model. This will require considerable judgement over how changes in economic factors 
affect ECLs, which will be determined on a probability-weighted basis. 

The new impairment model applies to the following financial instruments that are not meas-
ured at FVTPL: 
• financial assets that are debt instruments; 
• lease receivables; and 
• loan commitments and financial guarantee contracts issued (previously, impairment was 

measured under IAS 37 Provisions, Contingent Liabilities and Contingent Assets). 

Under IFRS 9, no impairment loss is recognised on equity investments. 

IFRS 9 requires a loss allowance to be recognised at an amount equal to either 12-month ECLs 
or lifetime ECLs. Lifetime ECLs are the ECLs that result from all possible default events over the 
expected life of a financial instrument, whereas 12-month ECLs are the portion of ECLs that re-
sult from default events that are possible within the 12 months after the reporting date. 

The Company will recognise loss allowances at an amount equal to lifetime ECLs, except in the 
following cases, for which the amount recognised will be 12-month ECLs: 
• debt investment securities that are determined to have low credit risk at the reporting date. 

The Company considers a debt security to have low credit risk when its credit risk rating is 
equivalent to the globally understood definition of ‘investment-grade’; and 

• other financial instruments (other than lease receivables) for which credit risk has not in-
creased significantly since initial recognition.

Impairment allowance for lease receivables will be estimated in the amount equal to expected 
credit losses in accordance to the certain stage of impairment.

Loss allowances for lease receivables will always be measured at an amount equal to lifetime ECLs.

The impairment requirements of IFRS 9 are complex and require management judgements, esti-
mates and assumptions, particularly in the following areas, which are discussed in detail below: 
• assessing whether the credit risk of an instrument has increased significantly since initial rec-

ognition; and 
• incorporating forward-looking information into the measurement of ECLs.

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses and will be measured as follows: 
• financial assets that are not credit-impaired at the reporting date: the present value of all cash 

shortfalls – i.e. the difference between the cash flows due to the entity in accordance with the 
contract and the cash flows that the Company expects to receive; 

accounting mismatch that would otherwise arise. 

A financial asset is classified into one of these categories on initial recognition. See (v) for the 
transition requirements relating to classification of financial assets. 

Under IFRS 9, derivatives embedded in contracts where the host is a financial asset in the scope 
of IFRS 9 are not separated. Instead, the hybrid financial instrument as a whole is assessed for 
classification.

Business model assessment

The Company will make an assessment of the objective of the business model in which a finan-
cial asset is held at a portfolio level because this best reflects the way the business is managed 
and information is provided to management. The information that will be considered includes: 
• the stated policies and objectives for the portfolio and the operation of those policies in 

practice, including whether management’s strategy focuses on earning contractual interest 
revenue, maintaining a particular interest rate profile, matching the duration of the financial 
assets to the duration of the liabilities that are funding those assets or realising cash flows 
through the sale of assets; 

• how the performance of the portfolio is evaluated and reported to the Company’s manage-
ment; 

• the risks that affect the performance of the business model (and the financial assets held 
within that business model) and how those risks are managed; 

• how managers of the business are compensated – e.g. whether compensation is based on the 
fair value of the assets managed or the contractual cash flows collected; and 

• the frequency, volume and timing of sales in prior periods, the reasons for such sales and ex-
pectations about future sales activity. However, information about sales activity is not consid-
ered in isolation, but as part of an overall assessment of how the Company’s stated objective 
for managing the financial assets is achieved and how cash flows are realised. 

Financial assets that are held for trading and those that are managed and whose performance 
is evaluated on a fair value basis will be measured at FVTPL because they are neither held to 
collect contractual cash flows nor held both to collect contractual cash flows and to sell finan-
cial assets.

Assessment whether contractual cash flows are solely payments of principal and interest

For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset 
on initial recognition. ‘Interest’ is defined as consideration for the time value of money, for the 
credit risk associated with the principal amount outstanding during a particular period of time 
and for other basic lending risks and costs (e.g. liquidity risk and administrative costs), as well 
as a profit margin. 

In assessing whether the contractual cash flows are solely payments of principal and interest, 
the Company will consider the contractual terms of the instrument. This will include assessing 
whether the financial asset contains a contractual term that could change the timing or amount 
of contractual cash flows such that it would not meet this condition. In making the assessment, 
the Company will consider: 
• contingent events that would change the amount and timing of cash flows; 
• leverage features; 
• prepayment and extension terms; 
• terms that limit the Company’s claim to cash flows from specified assets – e.g. non-recourse 

asset arrangements; and 
• features that modify consideration for the time value of money – e.g. periodic reset of interest 

rates. 

All of the Company’s retail loans contain prepayment features. 

A prepayment feature is consistent with the SPPI criterion if the prepayment amount substan-
tially represents unpaid amounts of principal and interest on the principal amount outstanding, 
which may include reasonable compensation for early termination of the contract. 
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9. Credit risk grades are defined using qualitative and quantitative factors that are indicative 
of the risk of default. These factors may vary depending on the nature of the exposure and the 
type of borrower. 

Credit risk grades are defined and calibrated such that the risk of default occurring increases 
exponentially as the credit risk deteriorates – e.g. the difference in the risk of default between 
credit risk grades 1 and 2 is smaller than the difference between credit risk grades 2 and 3. 

Each exposure will be allocated to a credit risk grade on initial recognition based on available 
information about the borrower. Exposures will be subject to ongoing monitoring, which may 
result in an exposure being moved to a different credit risk grade.

Generating the term structure of PD

Credit risk grades will be a primary input into the determination of the term structure of PD for 
exposures. The Company will collect performance and default information about its credit risk 
exposures analysed by jurisdiction, by type of product and borrower and by credit risk grading. 
For some portfolios, information purchased from external credit reference agencies may also 
be used. 

The Company will employ statistical models to analyse the data collected and generate esti-
mates of the remaining lifetime PD of exposures and how these are expected to change as a re-
sult of the passage of time. For inter-bank exposures and debt securities the Company decided 
to use external ratings of counterparties and respective PDs for each rating.

This analysis will include the identification and calibration of relationships between changes 
in default rates and changes in key macro-economic factors, as well as in-depth analysis of the 
impact of certain other factors (e.g. forbearance experience) on the risk of default. For most 
exposures, key macro-economic indicator is likely to be GDP growth. 

The Company’s approach to incorporating forward-looking information into this assessment is 
discussed below.

Determining whether credit risk has increased significantly

The Company has established a framework that incorporates both quantitative and qualitative 
information to determine whether the credit risk on a particular financial instrument has in-
creased significantly since initial recognition. The framework aligns with the Company’s internal 
credit risk management process. The criteria for determining whether credit risk has increased 
significantly will vary by portfolio and will include a backstop based on delinquency. 

In certain instances, using its expert credit judgement and, where possible, relevant histori-
cal experience, the Company may determine that an exposure has undergone a significant in-
crease in credit risk if particular qualitative factors indicate so and those indicators may not be 
fully captured by its quantitative analysis on a timely basis. As a backstop, and as required by 
IFRS 9, the Company will presumptively consider that a significant increase in credit risk occurs 
no later than when an asset is more than 30 days past due. The Company will determine days 
past due by counting the number of days since the earliest elapsed due date in respect of which 
full payment has not been received.

The Company will monitor the effectiveness of the criteria used to identify significant increases 
in credit risk by regular reviews to confirm that: 
• the criteria are capable of identifying significant increases in credit risk before an exposure is 

in default; 
• the criteria do not align with the point in time when an asset becomes 30 days past due; 
• the average time between the identification of a significant increase in credit risk and default 

appears reasonable; 
• exposures are not generally transferred directly from 12-month ECL measurement to cred-

it-impaired; and 
• there is no unwarranted volatility in loss allowance from transfers between 12-month ECL and 

lifetime ECL measurements.

• financial assets that are credit-impaired at the reporting date: the difference between the gross 
carrying amount and the present value of estimated future cash flows; 

• undrawn loan commitments: the present value of the difference between the contractual cash 
flows that are due to the Company if the commitment is drawn down and the cash flows that 
the Company expects to receive; and 

• financial guarantee contracts: the present value of the expected payments to reimburse the 
holder less any amounts that the Company expects to recover. 

Financial assets that are credit-impaired are defined by IFRS 9 in a similar way to financial assets 
that are impaired under IAS 39 (see Note 3(h).

Definition of default

Under IFRS 9, the Company will consider a financial asset to be in default when: 
• there is a delay in payments of 90 (ninety) days and more as at the reporting date;
• the financial instrument has been restructured due to financial difficulties, which resulted in 

decrease in the net present value of the operating cash flows by 10% and more;
• according to information from the publicly available information sources the counterparty is 

in the state of bankruptcy;
• the external credit rating of the financial instrument/counterparty is below CC- (hereinafter 

according to the rating scales of Standard&Poor’s, Moody’s, etc.);
• at the current reporting date the Company has defaulted on another financial instrument of 

the counterparty;
• other indicators which evidence the counterparty’s impaired ability to fulfil its financial liabil-

ities to the Company and deterioration of the state of financial asset/increased probability of 
fulfillment by the Company of the contingent liabilities.

In assessing whether a borrower is in default, the Company will consider indicators that are: 
• qualitative: e.g. breaches of covenant; 
• quantitative: e.g. overdue status and non-payment of another obligation of the same issuer to 

the Company; and 
• based on data developed internally and obtained from external sources. 

Inputs into the assessment of whether a financial instrument is in default and their significance 
may vary over time to reflect changes in circumstances.

Significant increase in credit risk

Under IFRS 9, when determining whether the credit risk (i.e. risk of default) on a financial instru-
ment has increased significantly since initial recognition, the Company will consider reasona-
ble and supportable information that is relevant and available without undue cost or effort, 
including both quantitative and qualitative information and analysis based on the Company’s 
historical experience, expert credit assessment and forward-looking information. 

The Company will primarily identify whether a significant increase in credit risk has occurred for 
an exposure by comparing: 
• the remaining lifetime probability of default (PD) as at the reporting date; with 
• the remaining lifetime PD for this point in time that was estimated on initial recognition of the 

exposure. 

Assessing whether credit risk has increased significantly since initial recognition of a financial 
instrument requires identifying the date of initial recognition of the instrument. For certain re-
volving facilities (e.g. credit cards and overdrafts), the date when the facility was first entered 
into could be a long time ago. Modifying the contractual terms of a financial instrument may 
also affect this assessment, which is discussed below.

Credit risk grades 

The Company will allocate each exposure to a credit risk grade based on a variety of data that is 
determined to be predictive of the risk of default and applying experienced credit judgement. 
The Company will use these grades in identifying significant increases in credit risk under IFRS 
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cial asset. For loans secured by retail property, loan-to-value (LTV) ratios are likely to be a key 
parameter in determining LGD. LGD estimates will be calibrated for different economic scenari-
os and, for real estate lending, to reflect possible changes in property prices. They will be calcu-
lated on a discounted cash flow basis using the effective interest rate as the discounting factor.

EAD represents the expected exposure in the event of a default. The Company will derive 
the EAD from the current exposure to the counterparty and potential changes to the current 
amount allowed under the contract, including amortisation, and prepayments. The EAD of a 
financial asset will be the gross carrying amount at default. 

As described above, and subject to using a maximum of a 12-month PD for financial assets for 
which credit risk has not significantly increased, the Company will measure ECLs considering 
the risk of default over the maximum contractual period (including any borrower’s extension 
options) over which it is exposed to credit risk, even if, for risk management purposes, the Com-
pany considers a longer period. The maximum contractual period extends to the date at which 
the Company has the right to require repayment of an advance or terminate a loan commit-
ment or guarantee. 

Where modelling of a parameter is carried out on a collective basis, the financial instruments 
will be grouped on the basis of shared risk characteristics that include: 
• instrument type; 
• collateral type; 

The groupings will be subject to regular review to ensure that exposures within a particular 
Company remain appropriately homogeneous.

For portfolios in respect of which the Company has limited historical data, external benchmark 
information will be used to supplement the internally available data.

Forward-looking information

Under IFRS 9, the Company will incorporate forward-looking information into both its assess-
ment of whether the credit risk of an instrument has increased significantly since initial recogni-
tion and its measurement of ECLs. This assessment is based also on external information. Exter-
nal information may include economic data and forecasts published by governmental bodies 
and monetary authorities in the countries where the Company operates, such as NBRK and Min-
istry of National Economy of Kazakhstan, and selected private sector and academic forecasters. 

The Company will also periodically carry out stress-testing of more extreme shocks to calibrate 
its determination of these other representative scenarios. 

The Company has identified and documented key drivers of credit risk and credit losses for 
each portfolio of financial instruments and, using an analysis of historical data, has estimated 
relationships between macro-economic variable and credit risk and credit losses. 

IFRS 9 largely retains the existing requirements in IAS 39 for the classification of financial liabilities. 

However, under IAS 39 all fair value changes of financial liabilities designated as at FVTPL are 
recognised in profit or loss, whereas under IFRS 9 these fair value changes will generally be 
presented as follows: 
• the amount of the change in the fair value that is attributable to changes in the credit risk of 

the liability will be presented in OCI; and 
• the remaining amount of the change in the fair value will be presented in profit or loss. 

(III) Derecognition and contract modification

IFRS 9 incorporates the requirements of IAS 39 for the derecognition of financial assets and 
financial liabilities without substantive amendments. 

However, it contains specific guidance for the accounting when the modification of a financial 
instrument not measured at FVTPL does not result in derecognition. Under IFRS 9, the Company 
will recalculate the gross carrying amount of the financial asset (or the amortised cost of the 
financial liability) by discounting the modified contractual cash flows at the original effective in-
terest rate and recognise any resulting adjustment as a modification gain or loss in profit or loss. 

Modified financial assets

The contractual terms of a loan may be modified for a number of reasons, including changing 
market conditions, customer retention and other factors not related to a current or potential 
credit deterioration of the customer. An existing loan whose terms have been modified may be 
derecognised and the renegotiated loan recognised as a new loan at fair value. 

Under IFRS 9, when the terms of a financial asset are modified and the modification does not 
result in derecognition, the determination of whether the asset’s credit risk has increased signif-
icantly reflects comparison of: 
• the remaining lifetime PD at the reporting date based on the modified terms; 
• the remaining lifetime PD estimated based on data on initial recognition and the original 

contractual terms;
• decrease in net present value (NPV) of cash flows by more than 10%.

The Company renegotiates loans to customers in financial difficulties (referred to as ‘forbear-
ance activities’) to maximise collection opportunities and minimise the risk of default. Under 
the Company’s forbearance policy, loan forbearance is granted on a selective basis if the debtor 
is currently in default on its debt or if there is a high risk of default, there is evidence that the 
debtor made all reasonable efforts to pay under the original contractual terms and the debtor 
is expected to be able to meet the revised terms. 

The revised terms usually include extending the maturity, changing the timing of interest pay-
ments and amending the terms of loan covenants, in addition loans are subject to the forbear-
ance policy. 

For financial assets modified as part of the Company’s forbearance policy, the estimate of PD 
will reflect whether the modification has improved or restored the Company’s ability to collect 
interest and principal and the Company’s previous experience of similar forbearance action. As 
part of this process, the Company will evaluate the borrower’s payment performance against 
the modified contractual terms and consider various behavioural indicators. 

Generally, forbearance is a qualitative indicator of default and credit impairment and expecta-
tions of forbearance are relevant to assessing whether there is a significant increase in credit. 
Following forbearance, a customer needs to demonstrate consistently good payment behav-
iour over a period of time before the exposure is no longer considered to be in default/cred-
it-impaired or the PD is considered to have decreased such that the loss allowance reverts to 
being measured at an amount equal to 12-month ECLs. 

Inputs into measurement of ECLs

The key inputs into the measurement of ECLs are likely to be the term structures of the follow-
ing variables: 
• PD; 
• loss given default (LGD); and 
• exposure at default (EAD). 

These parameters will be derived from internally developed statistical models and other his-
torical data that leverage regulatory models. They will be adjusted to reflect forward-looking 
information as described below. 

PD estimates are estimates at a certain date, which will be calculated based on statistical rating 
models and assessed using rating tools tailored to the various categories of counterparties and 
exposures. These statistical models will be based on internally compiled data comprising both 
quantitative and qualitative factors. Where it is available, market data may also be used to de-
rive the PD for large corporate counterparties. If a counterparty or exposure migrates between 
rating classes, then this will lead to a change in the estimate of the associated PD. PDs will be es-
timated considering the contractual maturities of exposures and estimated prepayment rates. 

LGD is the magnitude of the likely loss if there is a default. The Company will estimate LGD pa-
rameters based on the history of recovery rates of claims against defaulted counterparties. The 
LGD models will consider the structure, collateral, seniority of the claim, the amount of claims at 
default, counterparty industry and recovery costs of any collateral that is integral to the finan-
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Under IAS 39, the Company does not recognise any gain or loss in profit or loss on modifications 
of financial liabilities and non-distressed financial assets that do not lead to their derecognition. 

The Company does not expect material impact from adopting these new requirements.

(IV) Disclosures

IFRS 9 will require extensive new disclosures, in particular about hedge accounting, credit risk 
and ECLs.

(V) Transition

Changes in accounting policies resulting from the adoption of IFRS 9 will generally be applied 
retrospectively, except as described below. 
• The Company will take advantage of the exemption allowing it not to restate comparative in-

formation for prior periods with respect to classification and measurement (including impair-
ment) changes. Differences in the carrying amounts of financial assets and financial liabilities 
resulting from the adoption of IFRS 9 will generally be recognised in retained earnings and 
reserves as at 1 January 2018. 

• The following assessments have to be made on the basis of the facts and circumstances that 
exist at the date of initial application. 

• The determination of the business model within which a financial asset is held. 
• If a debt investment security has low credit risk at 1 January 2018, then the Company will de-

termine that the credit risk on the asset has not increased significantly since initial recognition.

IFRS 16 Leases

IFRS 16 replaces existing leases guidance including IAS 17 Leases, IFRIC 4 Determining whether 
an Arrangement contains a Lease, SIC-15 Operating Leases—Incentives and SIC-27 Evaluating the 
Substance of Transactions Involving the Legal Form of a Lease.

The standard is effective for annual periods beginning on or after 1 January 2019. Early adoption 
is permitted for entities that apply IFRS 15 at or before the date of initial application of IFRS 16.

IFRS 16 introduces a single, on-balance sheet lease accounting model for lessees. A lessee rec-
ognises a right-of-use asset representing its right to use the underlying asset and a lease lia-
bility representing its obligation to make lease payments. There are recognition exemptions 
for short-term leases and leases of low value items. Lessor accounting remains similar to the 
current standard – i.e. lessors continue to classify leases as finance or operating leases.

The Company has completed an initial assessment of the potential impact on its financial state-
ments but has not yet completed its detailed assessment. The actual impact of applying IFRS 16 
on the financial statements in the period of initial application will depend on future economic 
conditions, including the Company’s borrowing rate at 1 January 2019, the composition of the 
Company’s lease portfolio at that date, the Company’s latest assessment of whether it will exer-
cise any lease renewal options and the extent to which the Company chooses to use practical 
expedients and recognition exemptions.

Other standards

The following amended standards and interpretations are not expected to have a significant impact 
on the Company’s financial statements:
• IFRS 15 Revenue
• IFRS 17 Insurance contracts
• Annual Improvements to IFRSs 2014-2016 Cycle – Amendments to IFRS 1 and IAS 28
• Classification and Measurement of Share-based Payment Transactions (Amendments to IFRS 2)
• Transfers of Investment Property (Amendments to IAS 40)
• Sale or Contribution of Assets between an Investor and its Associate or Joint Venture (Amendments 

to IFRS 10 and IAS 28)
• IFRIC 22 Foreign Currency Transactions and Advance Consideration
• IFRIC 23 Uncertainty over Income Tax Treatments.

4  Net interest income

Interest returns 2017 
KZT’000

2016 
KZT’000

Finance lease receivables 6,449,233 3,692,457
Loans to customers 5,531,587 6,489,073
Cash and cash equivalents 2,656,740 5,739,239
Available-for-sale financial assets 1,044,447 1,139,911
Placements with banks and other financial institutions 141,073 1,409,922
Reverse repurchase agreements 37,761 –
Other assets 134,901 68,748

15,995,742 18,539,350

Interest expense 2017 
KZT’000

2016 
KZT’000

Debt securities issued (3,465,068) (4,979,360)
Other borrowed funds (2,472,220) (2,958,898)
Subordinated debt securities issued (247,758) (970,566)
Recognition of discount on long-term receivable (95,830) (101,744)

(6,280,876) (9,010,568)

2017 
KZT’000

2016 
KZT’000

Finance lease receivables (Note 13) 174,186 (129,211)
Cash and cash equivalents (Note 9) (93,360) (2,525,730)
Loans to customers (Note 12) (448,718) 200,191
Available-for-sale financial assets (Note 11) (1,474,449) –
Other assets (Note 17) (177,498) (1,777)

(2,019,839) (2,456,527)

2017 
KZT’000

2016 
KZT’000

Employee compensation 1,467,161 1,360,418
Salary related taxes 152,665 128,531

1,619,826 1,488,949

Net interest income 9,714,866 9,528,782

Included within various line items under interest income for the year ended 31 December 2017 is a 
total of KZT 224,334 thousand (2016: KZT 1,082,826 thousand) accrued on impaired financial assets.

Interest income on finance lease receivables for the period ended 31 December 2017 includes am-
ortisation of deferred income of KZT 3,071,347 thousand (2016: KZT 1,609,314 thousand) (Note 20).

5 Impairment losses 

6 Personnel expenses
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2017 
KZT’000

2016 
KZT’000

Taxes other than on income 261,532 207,669
Professional services 255,568 351,226
Land use planning expenses 188,362 113,884 
Advertising and marketing 149,958 93,948
Depreciation and amortisation 123,354 113,297
Utilities 95,714 60,621
Outsourcing 65,645 24,010
Insurance of mortgage loans 62,538 44,314
Technical services for software 50,953 45,000
Security 45,856 33,704
Business travel 41,264 28,324
Repairs and maintenance 27,018 25,478
Occupancy 23,269 42,165
Communications and information services 11,368 12,465
State duties 3,226 9,708
Other 209,835 167,197

1,615,460 1,373,010

2017 
KZT’000

% 2016 
KZT’000

%

Profit before income tax 4,911,437 4,488,659

Income tax at the applicable tax rate (982,287) (20) (897,732) (20)
Tax exempt interest on securities 208,144 4 228,162 5
Non-deductible impairment losses (314,224) (6) (531,344) (12)
Other non-deductible expenses (127,947) (3) (198,481) (4)

(1,216,314) (25) (1,399,395) (31)

2017 
KZT’000

2016 
KZT’000

Current year tax expense (1,012,584) (209,325)
Deferred taxation movement due to origination and reversal of temporary differ-
ences and movement in valuation allowance

(203,730)  (1,190,070)

Total income tax expense (1,216,314) (1,399,395)

7 General administrative expenses

8 Income tax expense

In 2017, the applicable tax rate for current and deferred tax is 20% (2016: 20%).

Reconciliation of effective tax rate for the year ended 31 December:

KZT’000 1 January 
2017

Recognised 
in profit or 
loss

31 Decem-
ber 2017

Property and equipment (132,389) 59,419 (72,970)
Available-for-sale financial assets 3,982 (683) 3,299
Other assets 10,277 (2,205) 8,072
Other borrowed funds (23,010,027) 335,683 (22,674,344)
Deferred income 21,992,953 (614,269) 21,378,684
Other liabilities 28,981 18,325 47,306
Tax loss carry-forward 370,994 - 370,994

(735,229) (203,730) (938,959)
Unrecognised deferred tax asset (370,994) - (370,994)

(1,106,223) (203,730) (1,309,953)

KZT’000 1 January 
2016

Recognised 
in profit or 
loss

31 Decem-
ber 2016

Property and equipment (48,223) (84,166) (132,389)
Available-for-sale financial assets 3,804 178 3,982
Other assets 3,677 6,600 10,277
Other borrowed funds (16,659,503) (6,350,524) (23,010,027)
Deferred income 15,617,604 6,375,349 21,992,953
Other liabilities 36,271 (7,290) 28,981
Tax loss carry-forward 1,501,211 (1,130,217) 370,994

454,841 (1,190,070) (735,229)
Unrecognised deferred tax asset (370,994) - (370,994)

83,847 (1,190,070) (1,106,223)

Deferred tax asset and liability

Temporary differences between the carrying amounts of assets and liabilities for financial re-
porting purposes and the amounts used for taxation purposes give rise to a net deferred tax lia-
bility as at 31 December 2017 and 2016. These deferred tax assets and liabilities are recognised 
in these financial statements.

Movements in temporary differences during the year ended 31 December 2017 are presented 
as follows:

Movements in temporary differences during the year ended 31 December 2016 are presented 
as follows:
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2017 
KZT’000

2016 
KZT’000

Nostro accounts with the NBRK 1,291,453 -
Nostro accounts with other banks
– rated BB 3,395,831 11,754,995
– rated BB- 2,644,991 198
– rated B+ 9,950,088 28,346
– rated B 405,255 18,432,830
– rated B- 5,355 8,449,152
– rated D 2,141,045 2,525,730
Total gross nostro accounts with other banks 19,834,018 41,191,251
Impairment allowance (2,141,045) (2,525,730)
Total net nostro accounts with banks 17,692,973 38,665,521
Reverse repurchase agreements
– rated BBB- to BBB+ 4,107,223 -
Total reverse repurchase agreements 4,107,223 -
Total cash and cash equivalents 21,800,196 38,665,521

2017 
KZT’000

2016 
KZT’000

– rated BB- 6,006,411 -
– rated B- - 167,534 
– not rated 102,624 -

6,109,035 167,534

2017 
KZT’000

2016 
KZT’000

Available-for-sale securities
Treasury bills of the Ministry of Finance of the Republic of Kazakhstan 1,179,676 1,140,166
Corporate bonds rated BBB- 1,222,537 –
Corporate bonds rated from BB+ to BB- – 1,289,855
Corporate bonds rated from B+ to B- 4,810,588 4,872,214
Corporate bonds not rated 5,051,433 5,342,941

12,264,234 12,645,176
Impairment allowance (3,029,988) (1,555,539)

9,234,246 11,089,637

2017 
KZT’000

2016 
KZT’000

Balance at the beginning of the year 2,525,730 -
Net charge 93,360  2,525,730
Write-offs (478,045) -
Balance at the end of the year 2,141,045 2,525,730

9 Cash and cash equivalents 10 Placements with banks and other financial institutions

11 Available-for-sale financial assets
The credit ratings are presented by reference to the credit ratings of Standard&Poor’s credit 
ratings agency or analogues of similar international agencies.

On 27 December 2016 the NBRK revoked the license of Kazinvestbank JSC (KIB) citing its repeat-
ed failures to process payments. As at 31 December 2017 the Company considers the nostro 
account held with KIB for the total amount of KZT 2,141,045 thousand fully impaired as based 
on its understanding of the KIB’s current position it does not expect probable future cash flows 
from the assets. 

As at 31 December 2017 the Company has one bank (2016: four banks) whose balance exceeds 
10% of equity. The gross value of these balance as at December 2017 is KZT 9,899,932 thousand 
(2016: KZT 34,027,974 thousand).

During 2017 the Company entered into the reverse REPO transactions with counterparties at 
Kazakhstan Stock Exchange. These transactions are collatelarised with the treasury bills of the 
Ministry of Finance of the Republic of Kazakhstan and notes of the NBRK. As at 31 December 
2017 the fair value of financial assets collateralising reverse repurchase agreements is KZT 
4,102,001 thousand. 

Analysis of movements in the impairment allowance:

The credit ratings are presented by reference to the credit ratings of Standard&Poor’s credit 
ratings agency or analogues of similar international agencies.

None of the balances of placements are impaired or past due.

As at 31 December 2017 the Company placed term deposit with interest rate 9.75% per annum 

(2016: 6.3%) and which has maturity in March 2018 (2016: March 2017).

As at 31 December 2017 the Company has one bank (2016: no banks) whose balances exceed 10% 
of equity. The gross value of the balance as at 31 December 2017 was KZT 6,006,411 thousand.

The credit ratings are presented by reference to the credit ratings of Standard&Poor’s credit 
ratings agency or analogues of similar international agencies.

Corporate bonds are interest-bearing securities, issued by local companies and banks. These se-
curities are freely tradable on the Kazakhstan Stock Exchange (“KASE”), except for the bonds of 
Rosa JSC (“Rosa”), Kazakhstan Kagazy JSC (“KK”), “Corporation “APK Invest” LLC (“APK”) and “KT 
Orda Credit LLC (“OC”) with gross amounts of KZT 437,743 thousand, KZT 1,117,796 thousand, 
KZT 984,930 thousand and KZT 489,519 thousand respectively (31 December 2016: Rosa and 
KK of KZT 437,743 thousand and KZT 1,117,796 thousand, respectively). Rosa, KK, APK and OC 
bonds were excluded from trading on KASE on 2 October 2009, 13 November 2015, 4 July 2017 
and 26 January 2018, respectively.
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As at 31 December 2017 carrying amounts of loans with full recourse and partial recourse to the sell-
er were KZT 10,397,029 thousand and KZT 19,684,750 thousand, respectively (31 December 2016: 
KZT 8,093,174 thousand and KZT 25,006,142 thousand, respectively).

In accordance with agreements on partial recourse, the recourse options do not exceed 20-25% of 
the total principal amount of mortgage loans at the date of purchase of those loans.

(B) Key assumptions and judgements for estimating loan impairment

As described in Note 2, the Company uses its experience and judgment to estimate the amount 
of impairment loss for loans to customers.

The significant assumptions used in determining the impairment losses for mortgage loans include:
• mortgage loans with recourse overdue more than 60 days can be sold back by the Company at 

any time at their gross amount; 
• other mortgage loans are subject to collective impairment assessment based on their past loss 

experience;
• loss migration rates are constant and can be estimated based on the historical loss migration 

pattern for the past 24 months;
• a delay of two years in obtaining proceeds from the foreclosure of collateral, which is not com-

pensated by related interest income, and a discount of 65% to 80% to the originally appraised 
value if the property pledged is sold through court procedures (2016: 65% to 80%).

Movements in the loan impairment allowance for the year ended 31 December are as follows:

Changes in these estimates could affect the loan impairment provision. For example, to the ex-
tent that the net present value of estimated cash flows differs by plus/minus three percent, the 
impairment allowance on loans to customers as at 31 December 2017 would be KZT 1,501,475 
thousand lower/higher (31 December 2016: KZT 1,696,069 thousand).

(C) Analysis of collateral

Mortgage loans are secured by the underlying housing real estate. 

For loans with recourse to the seller, the commercial banks-partners are responsible for moni-
toring of collateral on a periodic basis according to requirements of the NBRK. The recoverabili-
ty of these loans is primarily dependent on the creditworthiness of the borrowers and commer-
cial banks-partners rather than the value of collateral, and the current value of the collateral has 
lesser impact on the impairment assessment.

As at 31 December 2017 and 2016 the Company considers bonds fully impaired as based on its 
understanding of the issuers’ financial positions it does not expect probable future cash flows 
from the assets.

Analysis of movements in the impairment allowance:

During the year ended 31 December 2017 the Company acquired mortgage loan portfolios 
from two commercial banks and one mortgage organisation (2016: nil). The loans acquired dur-
ing 2017 were recorded at their fair value totalling KZT 4,129,110 thousand (2016: nil).

(A) Credit quality of mortgage loans

The following table provides information on the credit quality of mortgage loans as at 31 
December 2017 and 2016:

12 Loans to customers
Loans to customers comprise mortgage loans purchased from commercial banks and credit 
institutions of the Republic of Kazakhstan and mortgage loans issued to individuals. The loans 
comprise KZT and USD denominated mortgage loans due from individuals located in the 
Republic of Kazakhstan.

2017 
KZT’000

2016 
KZT’000

Balance at the beginning of the year 1,555,539 1,555,539
Net charge 1,474,449 -
Balance at the end of the year 3,029,988 1,555,539

2017 
KZT’000

2016 
KZT’000

Balance at the beginning of the year 3,562,695 3,764,985
Net charge (recovery) 448,718 (200,191)
Write-offs (1,121) (1,241)
Exchange differences on translation (1,655) (858)
Balance at the end of the year 4,008,637 3,562,695

2017 
KZT’000

2016 
KZT’000

Mortgage loans 53,300,190 59,421,900
Accrued interest 757,626 676,436
Gross loans to customers 54,057,816 60,098,336
Impairment allowance (4,008,637) (3,562,695)
Net loans to customers 50,049,179 56,535,641

2017 
KZT’000

2016 
KZT’000

Mortgage loans
- not overdue 48,953,692 55,507,964
- overdue less than 30 days 2,090,382 1,809,108
- overdue 30-89 days 755,102 573,006
- overdue 90-179 days 404,837 453,656
- overdue 180-360 days 131,808 248,093
- overdue more than 360 days 1,721,995 1,506,509
Total loans to customers 54,057,816 60,098,336
Total impairment allowance on loans to customers (4,008,637) (3,562,695)
Total net loans to customers 50,049,179 56,535,641
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13 Finance lease receivables
The components of net investments in finance lease as at 31 December 2017 and 2016 are as 
follows:

The Company leases out housing real estate under Nurly Zher and Own programme.

These lease agreements are classified as finance lease under IAS 17 because ownership of the as-
sets gets transferred to lessees by the end of the lease term, and at the inception the present value 
of the minimum lease payments amounts to substantially all of the fair value of the leased assets.

The finance lease agreements for Own programme have a maturity term up to 20 years and 
bear nominal interest rates of 11.50% and 13.00%. The finance lease agreements for Nurly Zher 
have a maturity term of 20 years and monthly lease payments limited to KZT 1,120 per square 
meter for Almaty and Astana cities and KZT 924 per square meter in other regions. The interest 
rate implicit in the lease payments under Nurly Zher program is 3.1%.

The following tables provide information on real estate collateral securing mortgage loans, net 
of impairment:

The table above excludes overcollateralisation.

The Company updates the appraised values of collateral obtained at inception of the loans to 
the current values considering the approximate changes in property values. The Company may 
also obtain specific individual valuation of collateral at each reporting date where there are 
indications of impairment.

Repossessed property

The Company obtains certain assets by taking possession of collateral for loans to retail cus-
tomers. As at 31 December 2017, the carrying amount of such assets was KZT 1,197,831 thou-
sand (2016: KZT 1,860,732 thousand), which consisted of investment property of KZT 917,489 
thousand (2016: KZT 991,700 thousand) and other assets of KZT 280,342 thousand (2016: KZT 
869,032 thousand). 

The Company’s policy is to sell these. 

(D) Asset securitisation

Loans to customers with the amount of principal of KZT 18,899,802 thousand (2016: KZT 21,793,626 
thousand) serve as collateral for debt securities issued by the Company.

As at 31 December 2017, the carrying amount of these debt securities is KZT 17,141,829 thousand 
(31 December 2016: KZT 18,797,316 thousand). Refer to Note 18.

(E) Significant credit exposures

As at 31 December 2017 the Company has one bank with credit rating B- (2016: no banks) to 
whom the Company has recourse in respect of its purchased loans, whose loan exposures exceed 
10% of equity. The gross value of this balance as at 31 December 2017 is KZT 7,956,252 thousand 
(2016: nil).

(F) Loan maturities

The maturity of the loan portfolio is presented in Note 23(e), which shows the remaining period 
from the reporting date to the contractual maturity of the loans.

Loans to cus-
tomers, carry-
ing amount

Fair value of collateral 
– for collateral assessed 
as of reporting date

Fair value of collateral – 
for collateral assessed as 
of loan inception date

Fair value of 
collateral not 
determined

31 December 2017, KZT’000
Not overdue loans 46,807,119 42,651,446 13,384 4,142,289 
Overdue loans 3,242,060 3,210,826 - 31,234

50,049,179 45,862,272 13,384 4,173,523

31 December 2016, KZT’000
Not overdue loans 53,697,468 27,326,881 24,098,793 2,271,794
Overdue loans 2,838,173 1,562,912 1,230,996 44,265

56,535,641 28,889,793 25,329,789 2,316,059

2017 
KZT’000

2016 
KZT’000

Within one year 8,450,647 5,498,695
More than one year, but less than five years 33,849,644 21,978,822
More than five years 115,081,647 75,629,063
Minimum lease payments 157,381,938 103,106,580
Less unearned finance income:
Less than one year (3,581,758) (2,494,462)
From one to five years (13,452,112) (9,421,510)
More than five years (22,216,162) (15,800,950)
Less unearned finance income, total (39,250,032) (27,716,922)
Less impairment allowance (293,484) (467,670)
Net investment in finance lease 117,838,422 74,921,988
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2017 
KZT’000

2016 
KZT’000

Finance lease receivables under Own Programme
 - not overdue 2,082,982 3,779,308
- overdue 30-89 days 13,167 13,607
 - overdue 180-360 days 28,390 14,059
 - overdue more than 360 days 98,973 -
Total finance lease receivables under Own Programme 2,223,512 3,806,974
Impairment allowance on finance lease receivables under Own Programme (36,954) (17,961)
Net finance lease receivables under Own Programme 2,186,558 3,789,013

Finance lease receivables under Nurly Zher Programme
- not overdue 107,958,744 68,535,299
- overdue less than 30 days 6,406,354 2,426,263
- overdue 30-89 days 1,416,149 551,727
- overdue 90-179 days 112,424 43,497
- overdue 180-360 days 7,268 11,223
- overdue more than 360 days 7,455 14,675
Total finance lease receivables under Nurly Zher Programme 115,908,394 71,582,684
Impairment allowance on finance lease receivables under Nurly Zher Programme (256,530) (449,709)
Net finance lease receivables under Nurly Zher Programme 115,651,864 71,132,975
Total finance lease receivables 118,131,906 75,389,658
Total impairment allowance on finance lease receivables (293,484) (467,670)
Total net finance lease receivables 117,838,422 74,921,988

2017 
KZT’000

2016 
KZT’000

Baiterek Development JSC 2,000,000 1,007,820
VK-Technogrup LLP 1,379,824 1,849,266
Capital Construction Company of administration of Almaty city LLP - 11,032,390
Others 366,923 14,322,944

3,746,747 28,212,420

2017 
KZT’000

2016 
KZT’000

Balance at the beginning of the year 467,670 338,459
Net (recovery) charge (174,186) 129,211
Balance at the end of the year 293,484 467,670

14 Advances paid for acquisition and construction  
 of real estate

Advances paid for acquisition and construction of real estate comprise advances made by the 
Company for housing real estate to be acquired from third parties. The Company plans to lease 
it out under finance lease, once the legal title on the property passes to the Company.  

Movements in the finance lease receivables impairment allowance for the year ended 31 December 
2017 and 2016 are as follows:

15 Assets to be transferred under finance lease agreements
Assets to be transferred under finance lease agreements include housing real estate, which the 
Company intends to transfer to lessees in 2018.

The major portion of the assets relates to assets to be transferred under Nurly Zher programme.

During 2017, the largest micro districts acquired by the Company are located in city of Almaty 
and Almaty region in the total amount of KZT 4,695,715 thousand (2016: micro districts in cities of 
Shymkent, Aktobe, Petropavlovsk, and Almaty in the total amount of KZT 21,930,991 thousand).

16 Construction in progress
Construction in progress represents capitalised costs incurred by the Company during con-
struction of residential real estate in different regions of Kazakhstan as part of implementation 
of the state and government programs adopted before (State program of Infrastructure De-
velopment Nurly zhol for 2015-2019 adopted in accordance with the Edict of the President of 
the RK dated 6 April 2015, No.1030; “Regions Development Program till 2020” approved by the 
Decree #728 of the Government of the Republic of Kazakhstan dated 28 June 2014) integrated 
into the Housing Contrsuction Program Nurly Zher (hereinafter, the “Progam”). The Company 
will lease out the constructed housing estate in accordance with the terms established by the 
Program through signing the finance lease contracts. 

As at 31 December 2017 the largest construction projects relate to construction of micro dis-
tricts “Zhas-Kanat” located in Almaty, “micro district #32A” located in Aktau, and “Nur-Aktobe” 
located in Aktobe in the amounts of KZT 14,302,250 thousand, KZT 3,151,947 thousand and 

KZT 1,107,736 thousand, respectively (2016: micro districts “Assar” located in Shymkent and 
Zachagansk village in Uralsk in the amounts of KZT 2,983,500 thousand and KZT 2,983,480 
thousand, respectively).

(A) Credit quality of finance lease receivables

The following table provides information on credit quality of finance lease receivables as at 31 
December 2017 and 2016:
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Receivables on loan acquisition transactions. In July 2013, the Company acquired a portfolio of 
mortgage loans from a second-tier bank and paid a premium for the acquired mortgage loans. 
Ceratin portion of the acquired loans was fully repaid by the borrowers before registration of 
the cession agreements. As at 31 December 2017 and 2016 the value of receivable comprises 
the amount of unamortised premiums related to unregistered mortgage loans which were re-
paid in advance of the contractual repayment schedule before finalisation of the loan acquisi-
tion procedures and on overdue mortgage loans. 

Foreclosed property comprises real estate collateral accepted by the Company in exchange for 
its rights and obligations under impaired mortgage loans.

Analysis of movements in the impairment allowance

Debt securities with ISIN #KZ2C0Y08D913 and #KZ2C0Y08E218 are secured under the bank 
loan agreements issued by the Company and rights of claims under the contracts of bank loans 
acquired from the partner banks by means of purchase of the mortgage certificates or signing 
the contracts of assignment of the right of claim (cession contracts) (Note 12) for a total amount 
of KZT 18,899,802 thousand (2016: KZT 21,793,626 thousand).

The floating rate is based on the inflation index for the prior 12 months published by the Statistics 
Agency of the Republic of Kazakhstan and is revised semi-annually according to the date of issue.

As at 31 December 2017 and 31 December 2016, other borrowed funds comprised loans from 
the NMC “Baiterek” JSC under the State Program of Infrastructure Development “Nurly Zhol” for 
2015-2019 adopted in accordance with the Edict of the President of the RK dated 6 April 2015, 
No.1030; “Regions Development Program till 2020” program approved by the Decree #728 of 
the Government of the Republic of Kazakhstan dated 28 June 2014, which were integrated in 
the Program of Housing Construction Nurly Zher with regard to construction and acquisition 
of the leased and credit housing (currently Nurly Zher Program). As set out in the programme, 
the purpose of the loans is to finance construction and acquisition of housing real estate to 
be further leased out under finance lease. The loans bear a nominal interest rate of 0.15% per 
annum and mature in January 2045, January 2046 and June 2046. The principal is repayable at 
maturity. At initial recognition these 4 loans were recognised at fair value measured by applying 
estimated relevant market interest rates ranging from 6.9% to 8.0% to discount the contractual 
future cash flows. The discount on these loans is recognised as deferred income (Note 20). 

2017 
KZT’000

2016 
KZT’000

Receivables on loan acquisition transactions 2,849,920 2,851,703
Receivable from sale of assets held for sale 1,269,948 725,626
Other receivables 163,312 -
Impairment allowance (163,312) -
Total other financial assets 4,119,868 3,577,329
Foreclosed property 280,342 869,032
Intangible assets 177,387 136,715
Other prepayments 112,618 129,257
Receivables from government duties 57,258 -
Inventory 24,135 34,816
Other 111,280 63,412
Impairment allowance (40,823) (26,637)
Total other non-financial assets 722,197 1,206,595
Total other assets 4,842,065 4,783,924

2017 
KZT’000

2016 
KZT’000

Loan from National Management Holding Baiterek JSC 25,596,002 24,075,406
Due to the Government of the Republic of Kazakhstan 4,236,797 3,931,321
Loans from banks of the Republic of Kazakhstan – 7,153,257

29,832,799 35,159,984

Emission Maturity 
date

Nominal coupon rate Effective rate 2017 
KZT’000

2016 
KZT’000

KZ2C0Y07E517 26.07.2020 8.5% 8.50% 10,355,151 10,350,981
KZ2C0Y08D913 23.12.2018 1.00%+NBRK refinancing rate 

(limited to maximum 10%, 
minimum 6%)

12.72% 9,963,200 8,950,306

KZ2C0Y05E503 26.07.2018 8.00% 8.00% 8,190,622 8,185,888
KZ2C0Y10F013 15.12.2027 10.5% 10.50% 8,526,339 -
KZ2C0Y08E218 02.04.2020 7.00% 7.00% 6,141,902 7,121
KZPC4Y10B547 15.01.2017 0.01%+floating inflation 

index (limited to 7.5%)
13.45% - 5,161,471

KZPC2Y12B547 10.04.2017 0.01%+floating inflation 
index (limited to 7.5%)

7.42% - 4,678,418

43,177,214 37,334,185

19 Other borrowed funds

2017, KZT’000 2016, KZT’000

Other financial 
assets

Other non finan-
cial assets

Total Other non finan-
cial assets

Balance at the beginning of the year - 26,637 26,637 24,860
Net charge 163,312 14,186 177,498 1,777
Balance at the end of the year 163,312 40,823 204,135 26,637

17 Other assets

18 Debt securities issued
Debt securities issued as at 31 December 2017 and 2016 comprised KZT denominated bonds.
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Amounts due to the Government of the Republic of Kazakhstan consist of a loan received in 
December 2007 from the Ministry of Finance of the Republic of Kazakhstan for the purchase 
of mortgage loans from second-tier banks. The loan carries a nominal interest rate of 0.1% per 
annum with principal repayable at maturity in December 2027. The fair value of the loan at 
initial recognition was estimated by discounting the contractual future cash flows of the loan 
using management’s estimate of a long-term market borrowing rate for the Company of 8% p.a.

During 12-month period ended 31 December 2017, the Company repaid principal on a loan 
from Halyk Savings Bank of Kazakhstan JSC in accordance with the repayment schedules in 
amounts of KZT 7,150,000 thousand. 

Reconciliation of movements of liabilities to cash flows arising from financing activities dur-
ing the year ended 31 December 2017:

The amount payable for rights on loans acquired represents final instalments payable for certain 
acquired mortgage loans (Note 12). Part of the amount is due upon completion of transfer of 
the agreed volume of mortgage loans and part is pending completion of reconciliation process.

Interest strip payable represents obligation to return to the original loan issuer a portion of 
interest receivable on mortgage loan portfolios acquired from three banks during 2013-2015. 
The Company is obliged to pay 1.2-1.7% p.a. of the outstanding mortgage loan portfolio on a 
monthly basis. This balance does not meet criteria for offsetting and, thus, is recognised as a 
separate financial liability.

22 Share capital and reserves

(A) Issued capital and share premium

As at 31 December 2017 and 2016 authorised share capital comprises 13,681,000 ordinary 
shares. As at 31 December 2017 issued and outstanding share capital comprises 6,331,380 
shares (2016: 5,811,380), including treasury shares (Note (c) below). During 2017 the Company 
issued 520,000 ordinary shares with the total value of KZT 5,200,000 thousand. All shares have 
a nominal value of KZT 10 thousand.

(B) Dividends

In accordance with the legislation of the Republic of Kazakhstan, the Company’s distributable 
reserves are limited to the balance of retained earnings as recorded in the Company’s statutory 
financial statements prepared in accordance with IFRSs or profit for the period if there is an ac-
cumulated loss brought forward. A distribution cannot be made if this would result in negative 
equity or the Company’s insolvency. 

During the year ended 31 December 2017, dividends in the amount of KZT 926,802 thousand 
or KZT 146.38 per ordinary share were declared and paid relating to the previous year results of 
the Company (2016: no dividends were declared and paid relating to the previous year results 
of the Company).

During period ended 31 December 2016 the Company recorded as deferred income the ben-
efits of KZT 33,486,061 thousand, provided by means of low interest rate on the loans from 
National Management Holding “NMH Baiterek” JSC. The benefits are to be allocated further to 
the Company lessees by providing favourable rates. No low interest rate loans were received by 
the Company during period ended 31 December 2017. 

Liabilities, KZT’000
Debt securi-
ties in issue

Subordinated 
debt securities in 
issue

Other bor-
rowed funds

Total

Balance at 1 January 2017 37,334,185 10,152,242 35,159,984 82,646,411
Changes from financing cash flows
Repurchase/redemption of debt securities issued (9,599,700) - - (9,599,700)
Proceeds from issue of debt securities 14,374,280 - - 14,374,280
Redemption of subordinated debt securities issued - (10,000,000) - (10,000,000)
Repayment of other borrowed funds - - (7,150,000) (7,150,000)
Total changes from financing cash flows 42,108,765 152,242 28,009,984 70,270,991
Interest expense 3,465,068 247,758 2,472,220 6,185,046
Interest paid (2,396,619) (400,000) (649,405) (3,446,024)
Balance at 31 December 2017 43,177,214 - 29,832,799 73,010,013

2017 
KZT’000

2016 
KZT’000

Balance at the beginning of the year 109,964,767 78,088,020
Deferred income from low-interest rate loans obtained during the period (Note 19) - 33,486,061
Amortisation for the year (3,071,347) (1,609,314)
Balance at the end of the year 106,893,420 109,964,767

2017 
KZT’000

2016 
KZT’000

Payable for rights on loans acquired 6,404,853 6,418,389
Prepaid loans 1,725,836 795,817
Interest strip payable 735,546 1,017,687
Professional services 63,037 10,275
Loan portfolios servicing fee payable 24,116 29,643
Total other financial liabilities 8,953,388 8,271,811
Contract enforcement fees payable 989,018 1,053,154
Payables to employees 219,295 142,345
Guarantee fees payable 134,824 103,414
Other taxes payable 62,680 19,928
Other non-financial liabilities 102,861 223,054
Total other non-financial liabilities 1,508,678 1,541,895
Total other liabilities 10,462,066 9,813,706

20 Deferred income

21 Other liabilities
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(C) Treasury shares

As at 31 December 2017 and 2016 the Company held 250,000 of its own shares.

(D) Reserve capital 

The Company has established a reserve capital in accordance with a decision of shareholders. 
As at 31 December 2017 and 2016 the reserve capital amounted to KZT 2,734,447 thousand. 
This reserve capital is available for distribution.

During the years ended 31 December 2017 and 2016 the shareholders did not make any trans-
fer from accumulated losses to this reserve capital.  

(E) Revaluation reserve for available-for-sale financial assets

The revaluation reserve for available-for-sale financial assets comprises the cumulative net 
change in the fair value, until the assets are derecognised or impaired.

(F) Basic and diluted earnings per share 

The calculation of basic and diluted earnings per share is based on the profit or loss for the year 
attributable to ordinary shareholders and the weighted average number of ordinary shares out-
standing during the year.

There are no potentially dilutive shares for the years ended 31 December 2017 and 2016.

(G) Book value per share

Under the listing rules of the Kazakhstan Stock Exchange the Company should present book 
value per share in its financial statements. The book value per share is calculated dividing net 
assets less intangible assets by the number of outstanding ordinary shares. As at 31 December 
2017 the book value per share was KZT 9,641.25 (2016: KZT 9,146.12).

23 Risk management
Management of risk is fundamental to the lending business and is an essential element of the 
Company’s operations. The major risks faced by the Company are those related to market risk, 
which includes interest rate and currency risks, credit risk and liquidity risk.

(A) Risk management policies and procedures 

The Company’s risk management policies aim to identify, analyse and manage the risks faced by 
the Company, to set appropriate risk limits and controls, and to continuously monitor risk levels 
and adherence to limits. Risk management policies and procedures are reviewed regularly to 
reflect changes in market conditions, products and services offered and emerging best practice. 

The Management Board has overall responsibility for the oversight of the risk management 
framework, overseeing the management of key risks and reviewing its risk management poli-
cies and procedures as well as approving significantly large exposures.

The Management Board of the Company is responsible for monitoring and implementation of risk 
mitigation measures and making sure that the Company operates within the established risk pa-

rameters. The Head of Risk Department of the Company is responsible for the overall risk manage-
ment and compliance functions, ensuring the implementation of common principles and meth-
ods for identifying, measuring, managing and reporting both financial and non-financial risks. 

The Risk Management Committee develops proposals on assets/liabilities and risk manage-
ment based on strategies, policies and procedures approved by the Management Board and 
the Board of Directors. 

Both external and internal risk factors are identified and managed throughout the Company’s 
organisational structure. Particular attention is given to developing risk maps that are used to 
identify the full range of risk factors and serve as a basis for determining the level of assurance 
over the current risk mitigation procedures. Apart from the standard credit and market risk 
analysis, the Risk Management Department monitors financial and non-financial risks by hold-
ing regular meetings with operational units in order to obtain expert judgments in their areas 
of expertise. The Board of Directors on a regular basis examines reports on risks. 

(B) Market risk 

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluc-
tuate because of changes in market prices. Market risk comprises currency risk, interest rate 
risk and other price risks. Market risk arises from open positions in interest rate, currency and 
equity financial instruments, which are exposed to general and specific market movements and 
changes in the level of volatility of market prices.

The objective of market risk management is to manage and control market risk exposures with-
in acceptable parameters, whilst optimising the return on risk.

Overall authority for market risk is vested in the Risk Management Committee.

The Company manages its market risk by setting open position limits in relation to financial 
instruments, interest rate maturity and currency positions and stop-loss limits. These are moni-
tored on a regular basis and reviewed and approved by the Management Board and the Board 
of Directors.

(I) Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company is exposed to the effects 
of fluctuations in the prevailing levels of market interest rates on its financial position and cash 
flows. Interest margins may increase as a result of such changes but may also reduce or create 
losses in the event that unexpected movements occur.

 Interest rate gap analysis

Interest rate risk is managed principally through monitoring interest rate gaps. A summary of 
the interest gap position for major interest-bearing financial instruments is as follows:

2017 2016

Profit for the year, in thousand of KZT 3,695,123 3,089,264
Weighted average number of ordinary shares 5,948,887 5,561,380
Basic and diluted earnings per share, in KZT 621 555
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Assets Less than 3 months 3-6 months 6-12 months 1-5 years More than 5 years Non-interest bearing Carrying amount
Cash and cash equivalents 20,027,035 - - - - 1,773,161 21,800,196
Placements with banks and other financial institutions 6,006,411 - - - - 102,624 6,109,035
Available-for-sale financial assets 3,251,779 1,614,462 3,203,609 - 1,164,396 - 9,234,246
Loans to customers 2,687,910 1,044,926 2,154,910 18,697,567 25,463,866 - 50,049,179
Finance lease receivables 1,325,093 1,171,860 2,371,935 20,397,532 92,572,002 - 117,838,422
Other financial assets - - - - - 4,119,868 4,119,868
Total assets 33,298,228 3,831,248 7,730,454 39,095,099  119,200,264 5,995,653 209,150,946

Assets Less than 3 months 3-6 months 6-12 months 1-5 years More than 5 years Non-interest bearing Carrying amount
Cash and cash equivalents 38,592,103 - - - - 73,418 38,665,521
Placements with banks and other financial institutions 167,534 - - - - - 167,534
Available-for-sale financial assets 116,981 116,942 1,315,816 6,748,645 2,791,253 - 11,089,637
Loans to customers 1,540,935 7,399,520 1,926,029 16,804,382 28,864,775 - 56,535,641
Finance lease receivables 834,616 717,059 1,452,559 12,557,312 59,360,442 - 74,921,988
Other financial assets - - - - - 3,577,329 3,577,329
Total assets 41,252,169 8,233,521 4,694,404 36,110,339 91,016,470 3,650,747 184,957,650

Liabilities Less than 3 months 3-6 months 6-12 months 1-5 years More than 5 years Non-interest bearing Carrying amount
Debt securities issued 638,789 10,115,474 7,917,805 16,018,473 8,486,673 - 43,177,214
Other borrowed funds 76,292 15,990 125 - 29,740,392 - 29,832,799
Other financial liabilities - - - - - 8,953,388 8,953,388
Total liabilities 715,081 10,131,464 7,917,930 16,018,473 38,227,065 8,953,388 81,963,401
Net position 32,583,147 (6,300,216) (187,476) 23,076,626 80,973,199 (2,957,735) 127,187,545

Liabilities Less than 3 months 3-6 months 6-12 months 1-5 years More than 5 years Non-interest bearing Carrying amount
Debt securities issued 5,800,260 13,628,845 - 17,905,080 - - 37,334,185
Subordinated debt securities issued - 10,152,242 - - - - 10,152,242
Other borrowed funds 79,549 3,590,512 3,575,125 - 27,914,798 - 35,159,984
Other financial liabilities - - - - - 8,271,811 8,271,811
Total liabilities 5,879,809 27,371,599 3,575,125 17,905,080 27,914,798 8,271,811 90,918,222
Net position 35,372,360 (19,138,078) 1,119,279 18,205,259 63,101,672 (4,621,064) 94,039,428

31 December 2016

31 December 2017
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Average interest rates

The table below displays average effective interest rates for interest bearing assets and liabilities 
as at 31 December 2017 and 2016. These interest rates are an approximation of the yields to ma-
turity of these assets and liabilities.

An analysis of sensitivity of profit or loss and equity as a result of changes in the fair value of 
financial instruments at fair value though profit or loss and financial assets available-for-sale 
due to changes in the interest rates based on positions existing as at 31 December 2017 and 
2016 and a simplified scenario of a 100 basis point (bp) symmetrical fall or rise in all yield curves 
is as follows:

The Company is exposed to the effects of fluctuations in the prevailing levels of market interest 
rates on its financial position and cash flows. Interest margins may increase as a result of such 
changes but may also reduce or create losses in the event that unexpected movements occur. 

Interest rate risk arises when the actual or forecasted assets of a given maturity period are either 
greater or less than the actual or forecasted liabilities in that maturity period.

Interest rates sensitivity analysis

The management of interest rate risk based on interest rate gap analysis is supplemented by 
monitoring the sensitivity of financial assets and liabilities. An analysis of sensitivity of profit or 
loss and equity (net of taxes) to changes in interest rate (repricing risk) based on a simplified 
scenario of a 100 basis point (bp) symmetrical fall or rise in all yield curves and positions of 
interest-bearing assets and liabilities existing as at 31 December 2017 and 2016 is as follows:

(C) Currency risk

The Company has assets and liabilities denominated in USD.

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluc-
tuate because of changes in market interest rates. The Company does not hedge its exposure 
to currency risk.

The following table shows the foreign currency exposure structure of financial assets and liabil-
ities as at 31 December 2017 and 2016:

Interest bearing assets 2017
Average effective interest rate, %

2016
Average effective interest rate, %

KZT USD KZT USD
Cash and cash equivalents 9.38 0.50 11.03 1.00

Placement with banks and other finan-
cial institutions

9.75 - - 6.30

Available-for-sale financial assets 8.23 - 10.64 -

Loans to customers 12.51 13.67 11.87 13.69

Finance lease receivables 3.25 - 3.54 -

2017, KZT’000 2016, KZT’000
Profit or loss Equity Profit or loss Equity

100 bp parallel rise 196,206 196,206 154,155 154,155

100 bp parallel fall (196,206) (196,206) (154,155) (154,155)

2017, KZT’000 2016, KZT’000
Profit or loss Equity Profit or loss Equity

100 bp parallel rise - (208,549) - (287,170)

100 bp parallel fall - 219,536 - 302,659

Interest bearing liabilities 2017
Average effective interest rate, %

2016
Average effective interest rate, %

KZT USD KZT USD
Debt securities issued 11.14 - 10.02 -

Subordinated debt securities issued - - 9.76 -

Other borrowed funds 7.21 - 7.24 -

USD

Assets 2017 
KZT’000

2016 
KZT’000

Cash and cash equivalents 371,341 50,025
Placement with banks and other financial institutions - 167,534
Loans to customers 1,218,455 1,958,489
Other assets 2,602,190 2,607,635
Total financial assets 4,191,986 4,783,683

USD

Liabilities 2017 
KZT’000

2016 
KZT’000

Other liabilities 4,687,017 4,702,747
Total financial liabilities 4,687,017 4,702,747
Net on and off balance sheet position (495,031) 80,936
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For the analysis of collateral held against loans to customers and concentration of credit risk in 
respect of loans to customers refer to Note 12.

As at 31 December 2017 and 2016 the Company has no debtors or companies of connected debt-
ors, credit risk exposure to whom exceeds 10% of maximum credit risk exposure. 

Offsetting financial assets and financial liabilities 

The disclosures set out in the tables below include financial assets and financial liabilities that:
• are offset in the Company’s statement of financial position or
• are subject to an enforceable master netting arrangement or similar agreement that covers 

similar financial instruments, irrespective of whether, they are offset in the statement of finan-
cial position.

The agreements include global master repurchase agreements. Such financial instruments in-
clude sale and repurchase agreements and reverse sale and repurchase agreements. The Com-
pany receives and accepts collateral in the form of cash and marketable securities in respect of 
these sale and repurchase and reverse sale and repurchase agreements. 

The Company’s derivative transactions that are not transacted on the exchange are entered 
into under International Derivative Swaps and Dealers Association (ISDA) Master Netting 
Agreements. In general, under such agreements the amounts owed by each counterparty that 
are due on a single day in respect of transactions outstanding in the same currency under the 
agreement are aggregated into a single net amount payable by one party to the other. In cer-
tain circumstances, for example when a credit event such as a default occurs, all outstanding 
transactions under the agreement are terminated, the termination value is assessed, and only a 
single net amount is due or payable in settlement transactions. 

A change in the value of the KZT, as indicated below, against the following currencies at 31 
December 2017 and 2016 would have increased (decreased) equity and profit or loss by the 
amounts shown below. This analysis is on net of tax basis and is based on foreign currency 
exchange rate variances that the Company considered to be reasonably possible at the end of 
the reporting period. The analysis assumes that all other variables, in particular interest rates, 
remain constant. 

(D) Credit risk 

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial 
instrument fails to meet its contractual obligations. The Company has policies and procedures 
for the management of credit exposures (both for recognised financial assets and unrecog-
nised contractual commitments), including guidelines to limit portfolio concentration and the 
establishment of a Credit Committee, which actively monitors credit risk. The credit policy is 
reviewed and approved by the Management Board and the Board of Directors.

The Company’s credit policy establishes:
• procedures for review and approval of loan credit applications
• methodology for the credit assessment of borrowers
• methodology for the credit assessment of counterparties, issuers and insurance companies
• methodology for the evaluation of collateral
• minimum financial and collateral requirements for loan approvals
• credit documentation requirements
• procedures for the ongoing monitoring of loans and other credit exposures.

The main task of credit risk management is the application of a weighted credit policy, consid-
ering profitability with safety of asset allocation at purchase of mortgage loans and control over 
position of loan portfolio based on in-depth, objective, complete and qualified monitoring.

Susceptibility to credit risk is controlled by obtaining high quality collateral, the receipt of a 
guarantees and obtaining recourse to the seller of the loans.

The Company’s maximum exposure to credit risk is generally reflected in the carrying amounts 
of financial assets in the statement of financial position and unrecognised contractual commit-
ment amounts. The impact of possible netting of assets and liabilities to reduce potential credit 
exposure is not significant.

The maximum exposure to credit risk from financial assets at the reporting date is as follows:

2017, KZT’000 2016, KZT’000
Profit or loss Equity Profit or loss Equity

20% appreciation of USD against KZT (79,205) (79,205) 12,950 12,950

5% depreciation of USD against KZT 19,801 19,801 (3,237) (3,237)

ASSETS 2017 
KZT’000

2016 
KZT’000

Cash and cash equivalents 21,800,196 38,665,521
Placements with banks and other financial institutions 6,109,035 167,534
Available-for-sale financial assets 9,234,246 11,089,637
Loans to customers 50,049,179 56,535,641
Finance lease receivables 117,838,422 74,921,988
Other financial assets 4,119,868 3,577,329
Total maximum exposure 209,150,946 184,957,650
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The Company’s sale and repurchase, reverse sale and repurchase transactions, and securities 
borrowings and lendings are covered by master agreements with netting terms similar to those 
of ISDA Master Netting Agreements.

The above ISDA and similar master netting arrangements do not meet the criteria for offsetting 
in the statement of financial position. This is because they create a right of set-off of recognised 
amounts that is enforceable only following an event of default, insolvency or bankruptcy of the 
Company or the counterparties. In addition the Company and its counterparties do not intend 
to settle on a net basis or to realise the assets and settle the liabilities simultaneously.

Information on the financial instruments such as loans and deposits is not disclosed in the ta-
bles below, except for the cases when they are offset in the statement of financial position. 
The table below shows financial assets and financial liabilities subject to offsetting, enforceable 
master netting arrangements and similar arrangements:

The gross amounts of financial assets and financial liabilities and their net amounts as present-
ed in the statement of financial position that are disclosed in the above tables are measured in 
the statement of financial position on the following basis:

Assets and liabilities resulting from sale and repurchase agreements, reverse sale and repur-
chase agreements and securities lending and borrowing – amortised cost. 

(E) Liquidity risk 

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations asso-
ciated with its financial liabilities that are settled by delivering cash or another financial asset. 
Liquidity risk exists when the maturities of assets and liabilities do not match. The matching 
and or controlled mismatching of the maturities and interest rates of assets and liabilities is fun-
damental to liquidity management. It is unusual for financial institutions ever to be complete-
ly matched since business transacted is often of an uncertain term and of different types. An 
unmatched position potentially enhances profitability, but can also increase the risk of losses. 

The Company maintains liquidity management with the objective of ensuring that funds will 
be available at all times to honour all cash flow obligations as they become due. The Company’s 
liquidity policy is reviewed by the Management Board and approved by the Board of Directors. 

The Company seeks to actively support a diversified and stable funding base comprising debt 
securities in issue, long-term and short-term loans from other banks, accompanied by diversi-
fied portfolios of highly liquid assets, in order to be able to respond quickly and smoothly to 
unforeseen liquidity requirements. 

KZT’000
31 December 2017

Gross 
amounts of 
recognised 
financial as-
set/liability

Gross amount 
of recognised fi-
nancial liability/
asset offset in 
the statement 
of financial 
position

Net amount 
of financial 
assets pre-
sented in the 
statement 
of financial 
position

Related amounts not offset in the 
statement of financial position
Financial 
instruments

Cash 
collateral 
received

Net 
amount

Reverse repurchase 
agreements

4,107,223 – 4,107,223 (4,107,223) – –

Total financial 
assets

4,107,223 – 4,107,223 (4,107,223) – –

The liquidity management policy of the Company requires:
• projecting cash flows by major currencies and considering the level of liquid assets necessary 

in relation thereto
• maintaining a diverse range of funding sources
• managing the concentration and profile of debts
• maintaining debt financing plans
• maintaining a portfolio of highly marketable assets that can easily be liquidated as protection 

against any interruption to cash flow
• maintaining liquidity and funding contingency plans
• monitoring liquidity ratios against regulatory requirements.

The following tables show the undiscounted cash flows on the Company’s financial liabilities 
on the basis of their earliest possible contractual maturity. The total gross amount outflow dis-
closed in the table is the contractual, undiscounted cash flow on the financial liability. The Com-
pany’s expected cash flows on these financial liabilities may vary significantly from this analysis.
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The liquidity position of the Company as at 31 December 2017 was as follows:

The position of the Company as at 31 December 2016 was as follows:

The table below shows an analysis, by contractual maturities, of the amounts recognised in the statement of financial position as at 31 December 2017:

KZT’000
Non-derivative liabilities

Demand and less 
than 1 month

From 1 to 3 months From 3 to 6 months From 6 to 12 months From 1 year  
to 5 years

More than  
5 years

Total gross amount 
outflow

Carrying amount

Debt securities issued 1,241,987 - 1,173,995 19,836,482 22,460,903 12,962,500 57,675,867 43,177,214

Other borrowed funds 86,250 - 28,638 95,270 840,633 147,487,470 148,538,261 29,832,799
Other financial liabilities 15,489 1,235,005 45,305 7,070,816 565,919 526,402 9,458,936 8,953,388
Total 1,343,726 1,235,005 1,247,938 27,002,568 23,867,455 160,976,372 215,673,064 81,963,401

KZT’000
Non-derivative financial liabilities

Demand and less 
than 1 month

From 1 to 3 months From 3 to 6 months From 6 to 12 months From 1 year  
to 5 years

More than  
5 years

Total gross amount 
outflow

Carrying amount

Debt securities issued 5,929,320 - 5,097,434 1,067,065 31,762,365 - 43,856,184 37,334,185
Subordinated debt securities issued - - 10,400,000 - - - 10,400,000 10,152,242
Other borrowed funds 86,250 146,575 3,750,213 3,816,845 840,633 147,697,628 156,338,144 35,159,984
Other financial liabilities 50,569 841,540 6,473,784 107,839 709,751 729,430 8,912,913 8,271,811
Total 6,066,139 988,115 25,721,431 4,991,749 33,312,749 148,427,058 219,507,241 90,918,222

Assets Less than 1 month
KZT’000

1 to 3months
KZT’000

3 months to 1 year
KZT’000

1 to 5 years
KZT’000

More than 5 years
KZT’000

No maturity
KZT’000

Total
KZT’000

Cash and cash equivalents 21,800,196 - - - - - 21,800,196
Placements with banks and other financial institutions 6,411 6,000,000 - - - 102,624 6,109,035
Available-for-sale financial assets 180,750 38,308 3,399,392 2,764,021 2,851,775 - 9,234,246
Loans to customers 801,278 709,539 3,348,074 19,314,787 25,875,501 - 50,049,179
Finance lease receivables 549,023 776,070 3,543,795 20,397,532 92,572,002 - 117,838,422
Current tax asset - - - - - 2,645,992 2,645,992
Advances paid for acquisition and construction of real estate - 2,203,267 1,543,480 - - - 3,746,747
Assets to be transferred under finance lease agreements - - - - - 7,652,924 7,652,924
Construction in progress - - 23,475,511 - - - 23,475,511
Property and equipment - - - - - 2,173,139 2,173,139
Investment property - - – - - 917,489 917,489
Other assets 20,782 96,058 3,702,262 1,886 2,319 1,018,758 4,842,065
Total assets 23,358,440 9,823,242 39,012,514 42,478,226 121,301,597 14,510,926 250,484,945

Liabilities Less than 1 month
KZT’000

1 to 3months
KZT’000

3 months to 1 year
KZT’000

1 to 5 years
KZT’000

More than 5 years
KZT’000

No maturity
KZT’000

Total
KZT’000

Debt securities issued 638,789 - 18,033,279 16,018,473 8,486,673 - 43,177,214
Other borrowed funds 76,292 - 16,115 - 29,740,392 - 29,832,799
Deferred income 91,743 198,797 1,094,780 8,461,672 97,046,428 - 106,893,420
Deferred tax liability - - - - 1,309,953 - 1,309,953
Other liabilities 60,577 1,659,482 8,080,497 422,122 226,558 12,830 10,462,066
Total liabilities 867,401 1,858,279 27,224,671 24,902,267 136,810,004 12,830 191,675,452
Net position as at 31 December 2017 22,491,039 7,964,963 11,787,843 17,575,959 (15,508,407) 14,498,096 58,809,493
Net position as at 31 December 2016 33,565,184 (3,459,619) 21,432,157 1,334,211 (33,659,406) 31,789,231 51,001,758
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The table below shows an analysis, by contractual maturities, of the amounts recognised in the statement of financial position as at 31 December 2016:

As at 31 December 2017 included in the category “More than 5 years” are overdue loans to customers and finance lease receivables with net book values of KZT 1,642,387 thousand and KZT 260,084 thousand, 
respectively (31 December 2016: KZT 2,838,173 thousand and KZT 2,664,709 thousand, respectively).

Assets Less than 1 month
KZT’000

From 1 to 3 months
KZT’000

From 3 months to 1 year
KZT’000

From 1 year to 5 years
KZT’000

Over 5 years
KZT’000

No maturity
KZT’000

Total,
KZT’000

Cash and cash equivalents 38,665,521 - - - - - 38,665,521
Placements with banks and other financial institutions 889 166,645 - - - - 167,534
Available-for-sale financial assets 58,392 58,589 1,432,758 6,748,645 2,791,253 - 11,089,637
Loans to customers 801,165 739,770 3,352,374 19,296,342 32,345,990 - 56,535,641
Finance lease receivables 359,948 474,668 2,169,618 12,557,312 59,360,442 - 74,921,988
Current tax asset - - - - - 3,201,687 3,201,687
Advances paid for acquisition and construction of real estate - 2,732,686 25,479,734 - - - 28,212,420
Assets to be transferred under finance lease agreements - - - - - 24,221,971 24,221,971
Construction in progress - - 9,229,741 - - - 9,229,741
Property and equipment - - - - - 2,186,810 2,186,810
Investment property - - - - - 1,315,991 1,315,991
Other assets 19,117 97,350 3,637,438 1,504 3,071 1,025,444 4,783,924
Total assets 39,905,032 4,269,708 45,301,663 38,603,803 94,500,756 31,951,903 254,532,865

Liabilities Less than 1 month
KZT’000

From 1 to 3 months
KZT’000

From 3 months to 1 year
KZT’000

From 1 year to 5 years
KZT’000

Over 5 years
KZT’000

No maturity
KZT’000

Total,
KZT’000

Debt securities issued 5,800,260 - 4,692,984 26,840,941 - - 37,334,185
Subordinated debt securities issued - - 10,152,242 - - - 10,152,242
Other borrowed funds 76,292 3,257 7,165,637 - 27,914,798 - 35,159,984
Deferred income 103,955 225,260 1,240,511 9,588,048 98,806,993 - 109,964,767
Deferred tax liability - - - - 1,106,223 - 1,106,223
Other liabilities 359,341 7,500,810 618,132 840,603 332,148 162,672 9,813,706
Total liabilities 6,339,848 7,729,327 23,869,506 37,269,592 128,160,162 162,672 203,531,107
Net position as at 31 December 2016 33,565,184 (3,459,619) 21,432,157 1,334,211 (33,659,406) 31,789,231 51,001,758
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24 Capital Management 
The Company defines as capital the following items defined by statutory regulation as capital for 
mortgage companies: 

Tier 1 capital, which is comprised of ordinary share capital, share premium, prior periods’ statu-
tory retained earnings, accumulated losses and reserves created thereof and preference shares 
(within 15% of ordinary share capital) less intangible assets and current year statutory losses;

Tier 2 capital is required for the purposes of calculation of total capital and is comprised of cur-
rent year’s statutory income, revaluation reserves, preference shares (in excess of 15% of ordi-
nary share capital), qualifying subordinated liabilities and collective impairment allowance in the 
amount not exceeding 1.25% of credit risk-weighted assets.

Total capital, which is the sum of tier 1 capital and tier 2 capital (in the amount not exceeding tier 
1 capital) less investments into equity or subordinated debt.

Various further limits and qualifying criteria are applied to the above elements of the capital base. 

Under the current capital requirements set by the NBRK mortgage companies have to maintain: 
• a ratio of tier 1 capital to total statutory assets (k1);
• a ratio of tier 1 capital to the sum of credit risk-weighted assets and contingent liabilities (k1-2);
• a ratio of total capital to the sum of credit risk-weighted assets and contingent liabilities and a 

quantitative measure of operational risk (k1-3).

As at 31 December 2017 and 2016 the minimum level of ratios as applicable to the Company are 
as follows:
• k1 – 6%;
• k1-2 – 6%;
• k1-3  – 12%.

25 Contingencies

(A) Insurance

The insurance industry in the Republic of Kazakhstan is in a developing state and many forms 
of insurance protection common in other parts of the world are not yet generally available. The 
Company does not have full coverage for its premises and equipment, business interruption, or 
third party liability in respect of property or environmental damage arising from accidents on 
Company’s property or relating to the Company’s operations. Until the Company obtains ade-
quate insurance coverage, there is a risk that the loss or destruction of certain assets could have 
a material adverse effect on the Company’s operations and financial position.

(B) Litigation

In the ordinary course of business, the Company is subject to legal actions and complaints. Man-
agement believes that the ultimate liability, if any, arising from such actions or complaints, will 
not have a material adverse effect on the financial conditions of the results of future operations 
of the Company.

(C) Taxation contingencies

The taxation system in Kazakhstan is relatively new and is characterised by frequent changes in 
legislation, official pronouncements and court decisions, which are often unclear, contradictory 
and subject to varying interpretation by different tax authorities, including opinions with respect 
to IFRS treatment of revenues, expenses and other items in the financial statements. Taxes are 
subject to review and investigation by various levels of authorities, which have the authority to 
impose severe fines and interest charges. A tax year generally remains open for review by the tax 
authorities for five subsequent calendar years; however, under certain circumstances a tax year 
may remain open longer.

These circumstances may create tax risks in Kazakhstan that are more significant than in other 
countries. Management believes that it has provided adequately for tax liabilities based on its in-
terpretations of applicable tax legislation, official pronouncements and court decisions. However, 
the interpretations of the relevant authorities could differ and the effect on these financial state-
ments, if the authorities were successful in enforcing their interpretations, could be significant.

26 Related party transactions

(A) Transactions with the members of the Management Board and Board of Directors

Total remuneration included in personnel expenses is as follows (refer to Note 6):

2017 
KZT’000

2016 
KZT’000

Tier 1 capital
Share capital 60,728,939 55,528,939
General reserves 2,734,447 2,734,447
Additional paid-in capital 5,822,856 5,822,856
Intangible assets (21,711) (37,249)
Statutory accumulated losses for prior years (12,805,108) (14,967,570)
Total tier 1 capital 56,459,423 49,081,423

Tier 2 capital
Reserves on revaluation of available-for-sale financial assets (1,366,764) (1,206,178)
Subordinated debt securities issued - 1,990,893
Net profit for the year in accordance with the NBRK requirements 3,695,123 3,089,264
Total tier 2 capital 2,328,359 3,873,979
Total capital 58,787,782 52,955,402
Total statutory assets 250,484,945 254,532,865
Credit risk weighted assets and contingent liabilities 235,980,230 195,042,079
Operational risk 6,772,035 4,089,365
Total credit risk weighted assets and contingent liabilities plus operational risk 242,752,265 199,131,444

k1 ratio 23% 19%
k1-2 ratio 24% 25%
k1-3 ratio 24% 27%
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The above amounts include cash and non-cash benefits in respect of the members of the 
Management Board and Board of Directors. 

The outstanding balances and average interest rates as at 31 December 2017 and 2016 for trans-
actions with the members of the Management Board and the Board of Directors are as follows:

2017 
KZT’000

2016 
KZT’000

Members of the Board of Directors 46,483 48,438
Members of the Management Board 93,144 85,885

139,627 134,323

Profit or loss 2017 
KZT’000

2016 
KZT’000

Interest income 50 3,178

Statement of financial position 2017 
KZT’000

Average 
interest 
rate, %

2016 
KZT’000

Average 
interest 
rate, %

Loans to customers - - 16,646 10.72
Other liabilities 25,200 - 48,424 -

Statement of profit or loss 2017, KZT’000 2016, KZT’000

Baiterek 
Group

State organ-
isations

Baiterek 
Group

State organ-
isations

Interest income 3,071,347 170,206 2,310,335 198,277
Interest expense (2,654,590) (1,881,489) (2,870,480) (2,804,540)
Commission expense (1,123) - (1,199)
Net foreign exchange loss - - (88,861) -
Net gain from repurchase of debt securities issued - - 4,972 -
Other income - 303,265 5,044 21,569
General administrative expenses (131,200) (463,009) (279,520) (396,266)
Income tax expense - (1,216,314) - (1,399,395)

Other comprehensive loss
Net change in fair value of available-for-sale financial 
assets

- 28,468 - (18,437)

Baiterek Group State organisations

KZT’000 Average 
interest 
rate, %

KZT’000 Average 
interest 
rate, %

Cash and cash equivalents 4,107,223 9.29
Placements with banks - - 1,291,453 6.55 
Available for sale financial assets - - 2,402,212 8.7
Current tax asset - - 2,645,992 -
Advances paid under finance lease 2,000,000 - - -
Other assets - - 137,485 -
Debt securities issued 8,020,915 11.19 16,918,662 9.25
Subordinated debt securities issued - - - -
Other borrowed funds 25,596,002 0,15 4,236,797 0.10
Deferred income 106,893,420 - - -
Deferred tax liability - - 1,309,953 -
Other liabilities 59,600 - 643,221 -
Revaluation reserve for available-for-sale financial 
assets

- - (344,458) -

Amounts included in profit or loss in relation to transactions with the members of the Manage-
ment Board and the Board of Directors for the year ended 31 December are as follows:

The balances with related parties as at 31 December 2017 include:

(B) Transaction with other related parties

Other related parties include National Management Holding “NMH Baiterek” JSC and its subsid-
iaries (together the “Baiterek Group”) and other State organisations.

The amounts below are included in the statement of financial position, income statement and 
statement of comprehensive income for transactions with related parties as at 31 December 
2017 and 2016:
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The balances with related parties as at 31 December 2016 include: The table below sets out the carrying amounts and fair values of financial assets and financial 
liabilities as at 31 December 2016:

The estimates of fair value are intended to approximate the price that would be received to sell 
an asset or paid to transfer a liability in an orderly transaction between market participants at 
the measurement date. However, given the uncertainties and the use of subjective judgment, 
the fair value should not be interpreted as being realisable in an immediate sale of the assets or 
settlement of liabilities.

Fair values of financial assets and financial liabilities that are traded in active markets are based 
on quoted market prices or dealer price quotations. For all other financial instruments the Com-
pany determines fair values using other valuation techniques.

The objective of valuation techniques is to arrive at a fair value determination that reflects the 
price that would be received to sell the asset or paid to transfer the liability in an orderly trans-
action between market participants at the measurement date.

Valuation techniques include net present value and discounted cash flow models, comparison 
to similar instruments for which market observable prices exist and other valuation models. 
Assumptions and inputs used in valuation techniques include risk-free and benchmark interest 
rates, credit spreads and other premium used in estimating discount rates, bond and equity 
prices, foreign currency exchange rates, equity and equity index prices and expected price vola-
tilities and correlations. The objective of valuation techniques is to arrive at a fair value determi-
nation that reflects the price of the financial instrument at the reporting date that would have 
been determined by market participants acting at arm’s length.

The Company uses widely recognised valuation models for determining the fair value of com-
mon and more simple financial instruments, like interest rate and currency swaps that use only 
observable market data and require little management judgment and estimation. Observable 
prices and model inputs are usually available in the market for listed debt and equity securities.

Baiterek Group State organisations

KZT’000 Average 
interest 
rate, %

KZT’000 Average 
interest 
rate, %

Available-for-sale financial assets - - 2,430,021 6.60
Current tax asset - - 3,201,687 -
Other assets 1,007,820 - 79,262 -
Debt securities issued 7,486,498 11.09 23,866,262 9.65
Subordinated debt securities issued - - 3,396,179 9.76
Other borrowed funds 24,075,406 0.15 3,931,321 0.10
Deferred income 109,964,767 - - -
Deferred tax liability - - 1,106,223 -
Other liabilities 205,600 - 22,153 -
Revaluation reserve for available-for-sale financial 
assets

- - (315,991) -

KZT’000 Loans and 
receivables

Available- 
for-sale

Other 
amortised cost

Total 
carrying 
amount

Fair value

Cash and cash equivalents 21,800,196 – – 21,800,196 21,794,974
Placements with banks and other 
financial institutions

6,109,035 – – 6,109,035 6,109,035

Available-for-sale financial assets –  9,234,246 – 9,234,246 9,234,246
Loans to customers 50,049,179 – – 50,049,179 44,908,271
Finance lease receivables 117,838,422 – – 117,838,422 80,753,525
Other financial assets 4,119,868 – – 4,119,868 4,119,868

199,916,700 9,234,246 – 209,150,946 166,919,919
Debt securities issued – – 43,177,214 43,177,214 41,130,180
Other borrowed funds – – 29,832,799 29,832,799 28,770,287
Other financial liabilities – – 8,953,388 8,953,388 8,953,388

– – 81,963,401 81,963,401 78,853,855

KZT’000 Loans and 
receivables

Available- 
for-sale

Other  
amortised 
cost

Total 
carrying 
amount

Fair value

Cash and cash equivalents 38,665,521 - - 38,665,521 38,665,521
Placements with banks and other 
financial institutions

167,534 - - 167,534 167,534

Available-for-sale financial assets - 11,089,637 - 11,089,637 11,089,637
Loans to customers 56,535,641 - - 56,535,641 55,427,563
Finance lease receivables 74,921,988 - - 74,921,988 47,319,794
Other financial assets 3,577,329 - - 3,577,329 3,577,329

173,868,013 11,089,637 - 184,957,650 156,247,378
Debt securities issued - - 37,334,185 37,334,185 36,055,092
Subordinated debt securities issued - - 10,152,242 10,152,242 9,870,480
Other borrowed funds - - 35,159,984 35,159,984 34,029,467
Other financial liabilities - - 8,271,811 8,271,811 8,271,811

- - 90,918,222 90,918,222 88,226,850
27 Financial assets and liabilities: fair values and  
 accounting classification

(A) Accounting classifications and fair values

The table below sets out the carrying amounts and fair values of financial assets and financial 
liabilities as at 31 December 2017:
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As at 31 December 2017 and 2016 the Company does not have any financial instruments for 
which fair value is based on valuation techniques involving the use of non-market inputs.

The following table analyses the fair value of financial instruments not measured at fair value, 
by the level in the fair value hierarchy into which each fair value measurement is categorised as 
at 31 December 2017:

For more complex instruments, the Company uses proprietary valuation models. Some or all of 
the significant inputs into these models may not be observable in the market, and are derived 
from market prices or rates or are estimated based on assumptions. Example of instruments 
involving significant unobservable inputs includes certain loans and securities for which there 
is no active market.

The estimates of fair value are intended to approximate the amount for which a financial instru-
ment can be exchanged between knowledgeable, willing parties in an arm’s length transaction. 
However given the uncertainties and the use of subjective judgment, the fair value should not 
be interpreted as being realisable in an immediate sale of the assets or settlement of liabilities.

The following assumptions are used by management to estimate the fair values of financial 
instruments:
• discount rates of 12.7% - 14.0% are used for discounting future cash flows from loans to cus-

tomers (2016: 9.5% - 14.0%) 
• discount rates of 8.0% - 8.1% are used for discounting future cash flows from finance lease 

receivables (2016: 9.0% - 9.6%).

(B) Fair value hierarchy

The Company measures fair values using the following fair value hierarchy that reflects the sig-
nificance of the inputs used in making the measurements:
• Level 1: quoted market price (unadjusted) in an active market for an identical instrument. 
• Level 2: inputs other than quotes prices included within Level 1 that are observable either directly 

(i.e., as prices) or indirectly (i.e., derived from prices). This category includes instruments valued 
using: quoted market prices in active markets for similar instruments; quoted prices for identical 
or similar instruments in markets that are considered less than active; or other valuation tech-
niques where all significant inputs are directly or indirectly observable from market data.

• Level 3: inputs that are unobservable. This category includes all instruments where the valu-
ation technique includes inputs not based on observable data and the unobservable inputs 
have a significant effect on the instrument’s valuation. This category includes instruments 
that are valued based on quoted prices for similar instruments where significant unobserva-
ble adjustments or assumptions are required to reflect differences between the instruments.

The table below analyses financial instruments measured at fair value at 31 December 2017 and 
2016, by the level in the fair value hierarchy into which the fair value measurement is catego-
rised. The amounts are based on the values recognised in the statement of financial position:

The following table analyses the fair value of financial instruments not measured at fair value, 
by the level in the fair value hierarchy into which each fair value measurement is categorised as 
at 31 December 2016:

Financial assets 2017, level 2, 
KZT’000

2016, level 2, 
KZT’000

Available-for-sale financial assets 9,234,246 11,089,637
9,234,246 11,089,637

KZT’000 Level 2 Level 3 Total fair 
values

Total carrying 
amount

Assets
Cash and cash equivalents 21,794,974 - 21,794,974 21,800,196
Placements with banks and other financial 
institutions

6,109,035 - 6,109,035 6,109,035

Loans to customers 44,568,877 339,394 44,908,271 50,049,179
Finance lease receivables 80,583,090 170,435 80,753,525 117,838,422
Liabilities
Debt securities issued 41,130,180 – 41,130,180 43,177,214
Other borrowed funds 28,770,287 – 28,770,287 29,832,799

KZT’000 Level 2 Level 3 Total fair 
values

Total carrying 
amount

Assets
Cash and cash equivalents 38,665,521 - 38,665,521 38,665,521
Placements with banks and other financial 
institutions

167,534 - 167,534 167,534

Loans to customers 55,181,335 246,228 55,427,563 56,535,641
Finance lease receivables 47,290,601 29,193 47,319,794 74,921,988
Liabilities
Debt securities issued 36,055,092 - 36,055,092 37,334,185
Subordinated debt securities issued 9,870,480 - 9,870,480 10,152,242
Other borrowed funds 34,029,467 - 34,029,467 35,159,984
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28 Segment reporting 
The Company’s operations are highly integrated and constitute a single business segment for 
the purposes of IFRS 8 Segment Reporting. The Company’s assets are concentrated in the Repub-
lic of Kazakhstan, and the Company’s revenues are derived from operations in, and connected 
with, the Republic of Kazakhstan. The Chief Operating Decision Maker, in the case of the Com-
pany, the Chairman of the Management Board, only receives and reviews the information on 
the Company as a whole.

29 Events after the reporting period 
In February 2018 the Company issued debt securities in the total amount of KZT 5,900,000 
thousand with a nominal coupon rate of 10.5% and maturity in 10 years. 

In February 2018 the Company purchased 10,000,000 securities of “Bank CenterCredit” JSC for 
KZT 10,163,207 thousand. 

In February 2018 the Company received cash from the Ministry of Investments and Develop-
ment in the amount of KZT 4,833,791 thousand under subsidising the Nurly Zher program 
which will be transferred to second tier banks for compensation of interest rates on mortgage 
loans issued by the second-tier banks.




