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FoE Independenf AhditofS’ Report
To the Management Ebafd and Shérehc;lvdf‘:r‘ i
~ CISC Kazakhstan Mortgage Company = A

‘We ‘have | audit'edl, th’e: accbrlnpaﬁyir‘lg. balance sheet of CJ SC Kazakhstan "M(‘)rtgage ‘Company (t'he' .
~“Company”) as of December 31, 2003, and the related statements of income, changes in shareholder’s

- equity and cash flows for the year then ended. These financial statements are the responsibility of the

Company’s management. Our responsibility is to express an opinion on these financial statements
based on our audit. © - o T PR S S I, > : -

We conducted our audit in accordance with Inféfnét_ﬁonél Standafdé on Auditing.AThose standards

. _require that we plan and perform the audit to obtain reasonable assurance about whether the financial

statements are free of material misstatement. An audit includes examining, on a test basis, evidence
- supporting the amounts and disclosures in the financial statements. An audit also includes assessing
 the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a reasonable basis for
- our opinion. - : T L WE R S e o
In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Company as of December 31, 2003, and the results of its operations and its
" cash flows for the year then ended in accordance with International Financial Reporting Standards. - L

Erst o fon s KRk

- January 30,2004 -




s CJSC Kazakhstan Mortgage Company i -~ Financial Statements. o i

. 'BALANCESHEETS - = g L e e
‘ ,"December31 2003 and 2002 A e

thousands of Kazakh Tenge i L i S Notes v i 2003 . 2002

_’,Assets OO VRIS S oo ; o

£ Cash and cash equwalents o e T A g g2 T BT Lo

“Loanstocustomers . .- et ts L gA78285 1025862 .

Investment securities: M I ORI EL I L e T e e T T e T l

 Available-for-sale secuntles L L TIRC 1,858,689 oy '

3 _ - Held- to-matunty securities * % ! . w2 - 987277 o

s A Due from anotherfnancnal lnstltutlon G L g o LT - 100975 0 o
BERE Intangible assets ’ : 1) 19'182 2 1357 - P

Equipment . e M el e 11 100 - 11.117 o

U TOtherassets . oo o g 0eg’ T 7,065 _ ST , ‘,

< | »Total assets” © cn B R R T 10,068,411 2,134,840 : 5 ol 5at,

0 0 N o

‘-‘-Llabllltles , e et Ty i i L MR e el L coE
e Debtsecuntles lssued ST s 400 7,269,364 - 510672 0 .
Other liabilities -~~~ T T .o . " 39567 7565 :
‘;-?Total liabilities T e e L I T T 7308 9810 548437

;/VSharehoIder’seqmty ] A T e R e g -
g Sharecapltal Coos T o400 2,500,000 . 1,500,000 0 < S
- " Refainedeamings T . ittt . C 259,480, 116703 -
Total shareholder's equity ~ ~. = .~ .l - ' 2759480 1616703 - .

" Total liabilities and shareholder'sequity ~ ~ ..~ "~ . 10,068,411 12,134,840

- Sign}ed and v‘authoi'i'ze‘d for release on behalf of the Board of the Company

Sagindfkpna MO Yy ~’Chair§v_onian of the Board -

" Absattarova R.K \ e ,ChjiefAch’:bunta‘nt‘ ;

 Jamuary 30,2004 .0
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CJSC Kazékhétan Mortgage Company i - -7 . Financial Statements J;

 INCOME STATEMENTS
For the years ended December 31 2003 and 2002

thousandsofKazakh Tenge pt e TR " Notes | . 2003. 2002 - .

>Interest income o e s L el iy o g SR T
- Loansto customers Gt e Dol I ey 329,248 50,522 k ::
: Securltles L L e 85466 109,439
LY AT S el T T 414,708 159,961 R

© Interestexpense - . s T LTl e . :
Debtsecuritiesissued . . - Lo (162,833) (7,836) e .
Pl el wd EEEE (162,833) (7,836) , )
© Net interest income : o T AR A T Ty oo 251,876 152,125 ' ' :

_ Other operating income A fode. | petiad M S 8503 3051 . ;

Salaries and employmentbenefits . ;o o420 (77270) T (42,269)

. General and administrative expenses RS LR (29T (35,382) DRI
L Taxes other than income tax AT e k Y o L (a4 (6,374) »
‘Fees and commissions expenses . - o - (3,831) . (2,560) g i

" Depreciation and amortization -t o o _ (2637) . (1,888) S
e AN e :  (117,602) - (88,473)

Incomebeforetaxation - o . .. 14717 66703

Taxation : Ay T e IR VSR - , N B 1)

Netincome 0 Tl S 142,777 66,703
The accompanying’not'e‘s are an iﬁiegrdi pdrt of these ﬁndnéial statements.

S




CJSC Kazakhstan Mortgage Company

AL  STATEMENTS OF CHANGES IN SHAREHOLDER'S EQUITY
°. Forthe years ended December 31 2003 and 2002

Fmancnal Statements

Retained
Earnings

Total
Shareholder’s

Equity

At J}annary 1, 2002

: j Share capltal contnbutlon
" Dividends paid
Net income

~ thousands of Kazakh Tenge

" Note’ ‘

1
1

' Share Capital

1,000,000

, 500,0’09

55,450

(5.450)
66,703

1,055,450

500,000
(5,450)
66,703

Share gapital contribution
Net income :

At December 31, 2002

et

1,500,000 :

- 1,000,000

116,703

142,777

1,616,703

1,000,000
142,777

- 2,500,000 -

259,480

2,759,480

At December 31, 2003 -

_The accompanying notes are an integral part of these financial statements.

B TN
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CJSC Kazakhstan Mortgage Company

STATEMENTS OF CASH FLOWS A
For the years ended December 31 2003 and 2002

~ . Financial Statements ™ -

2002

Cash flows from operatlng actlvmes

L ,Adjustmentsfor W ] x

7 howsands of Kazakh Tenge - | L t-he BT I gt s 2003
Income before i |ncome tax PN T B A ST 142 777 o

 Accrued interest income on securlties s MG et (31,912), A
' Depreciation-and amortization: =5 T - VTR X < ¥ S

' 66 703

(31 935)
1,888

- Operating i income before changes in worklngrc'ap.ital ol o Coo 113,502

' Decrease (increase) inotherassets -~ * . . 7 76,901
Increase other liabilities =~ - v R D s 32,002

" Increasein loans to customers . . . S (7,152,693)

- 36,656

(964,601)

‘ ‘4(4,139)*'

6,147

Interestpaid * - . L o P U (74,489)

Cash used in operatlons TR B Ll e S T IR R (7,000,288) -

(925,937)
(221)

(926,158)

' Cash ﬂows from mvestmg activmes Cpt
. " " Purchase of investment securities
' Proceeds from investment secuntleswi B e . 2401217
Interest received S L e e e 93,379

Loans granted . WU S e e e T e 100,978

) Net cash used in operatingﬁ:tivities B R (7,074,777)
o (3 340,096) i

* Purchase ofequnpment R el R B i, TR (2,497),f
- Proceeds from sale ofeqmpment w e T R T T
‘ Purchase oflntangible assets T Sy, e B AR B .7 (18,059)

612,797)

520,146
118,769

(4709

713

 (100,975)

o Cash ﬂows from f' nancing activities
<, Share capital contribution .
" Debt securities lssued e, B, B ey el A
Dividends paid .- * - - e R T S i

’ ".Net cash used |n mvestlng actlvmes b e T e (758,970)

1,000,000
. 6,833,281

(78,853) :

500,000

510,793

(5,450)

" Net cash provided by financing activities = | wlc el e 7,833,281 -

1,005,343

" (Decrease) increase in cash and cash equivalents - S e (4ee) .
© Cash and cash equivalents at the begmmng of the year T a1

332 -
255

587

- Cash and cash equivalents atthe end of theyear -~~~ =~ . - OFITE e w124

¥

- The ecéompan)}ing notes are an integral part of these financial statements.

T e b




CJSC Kazakhstan ndortoage Company o
NOTES TO THE FlNANClAL STATEMENTS o
- for the years ended December 31, 2003 and 2002’ .

(m thousands of Kazakh Tenge, unless otherw:se stated) ’

:"" Financial Statements ©~ |,

. '1; . DESCRIPTION OF BUSINESS S DN L . .
~ CISC Kazakhstan Mortgage Company (the “Company”) was estabhshed on December 29 2000, as.a closed -
_]omt stock company under the laws of the Republic of Kazakhstan in accordance with resolution number 469 of

i _ the National Bank of Kazakhstan (“NBK”) dated December 20, 2000. The Company possesses a hcense from
the NBK granted on September 23 2002 to conduct lendm factormg and issue of securltles

The prmcrpal actlvmes of the Company are the. purchase of mortgage loans ﬁ'om banks and credlt organizations
< andi issue of mortgage backed secuntres m the Repubhc of Kazakhstan ' :

. The Company’ address is Mlcroreglon Koktem 3, Almaty, Kazakhstan As of December 31 2003 and 2002, the
Company had 18 and 13 employees, respectively. As of December 31 2003 and 2002 the sole shareholder of
the Company was NBK (the “Shareholder”) v 2] - ; ; . E

’ 2 BASIS OF PREPARATION

’Ihe accompanymg financial statements have been prepared in accordance with International Fmancml -

Reportmg Standards (“IFRS”), which comprise standards and mterpretatlons approved by the International -~
i+ Accounting Standards Board, and International Aceountmg Standards (“IAS™) and Standing Interpretations -

- Committee mterpretatrons (“SIC”) approved by the Internatlonal Accounting Standards Committee that remain -

“in effect. These financial statements are presented in thousands of Kazakhstani Tenge (“KZT” or “Tenge”), A

" unless otherwise indicated.  The- Tenge is  utilized as the" ma_]onty of the Company’s transactions are -

_denominated, measured or ﬁmded in Kazakh Tenge Transact1ons in other currenc1es are treated as transactions

mforelgn currenmes e, T P

“In 2002 the Company mamtamed its records and prepared its ﬁnancxal statements for regulatory purposes in .
- accordance with Kazakhstani accounting and banking legislation and related mstructlons (KAS). The financial
statements for 2002 were based on the Company s statutory books and records, as adJusted and reclassified in -~ S
" order to comply with IFRS. Starting from January 1, 2003, the Company mamtams 1ts records and prepares its 1t
ﬁnanc1a1 statements for regulatory purposes m accordance w1th IFRS e . . :

S

, The financial statements are prepared under the h1stor1cal cost conventron modlﬁed for the measurement at fair
'value  of avatlable-for-sale secuntles as requ1red by IFRS 39 “Fmancral Instruments Recogmtlon and
Measurement e e ~f e Tt N L U R T ;

The preparatlon of ﬁnanc1al statements requires management to make estrmates and assumptlons that affect“ E
reported amounts. These estimates are based on information avallable as of the date of the ﬁnancral statements. .
Actual results therefore could differ from these estlmates " : : '

i 3. sUMMARY OF SIGNIFICANT ACCOUNT]NG POLICIES

The followmg 1s a summary of the s1gmﬁcant accountmg pohcres used in preparmg these fmanclal statements

Recognltlon of Fmancla] Instruments "

L 'Ihe Company recogmzes ﬁnanc1al assets and habrlmes on its balance sheet when and only when it becomes a
party to the’ contractual provxslons of the mstrurnent Fmanc1al assets and habllmes are recogmzed using trade
date accountmg ' ~ P ST S A o

Fmanc1a1 assets and 11ab111t1es are offset and the net amount is reported in the balance sheet when there is a
. legally enforceable right to set off the recogmzed amounts and there is an mtentron to settle on a  net basis, or
reahze the asset and settle the 11ab111ty sunultaneously :

5 g, el




(o g :“_Cash and Cash Equlvalents

-J.‘;;E"CJSC Kazakhstan Mortgage Company i o T e e Flnanc1al Statements

NOTES TO THE FINANCIAL STATEMENTS (contmued)

| 3. SUMlVIARY OF SIGNIFICANT ACCOUNTING POLICIES (contmued)

o 'Recognltlon of Fmancnal Instruments (contmued)

Financial assets and liabilities are mltrally recognlzed at cost, whlch is the falr value of conSIderatlon glven or

- received, respectlvely, including or net of any transaction costs mcurred, respectlvely ‘Any gain or loss at initial
"+ recognition is recognized in the current period’s income statement. The accounting policies for subsequent re-

- measurement of these items are dlsclosed in the respectlve accountmg p011c1es set out below

L ~"'Cash and cash equrvalents consist of cash on hand amounts due ﬁ'om the NBK; and amounts due from other
*~'financial institutions whrch mature w1th1n mnety days of the date of orrgmatron and are free from contractual
it encumbrances AT

Investment Securltles

o ‘~The Company c1a551ﬁes its mvestment secuntles mto two categones

" Securities with ﬁxed maturities and fixed or determinable payments that Management has both the
positive intent and the ab111ty to hold to maturlty are classrﬁed as held-to-matunty, and -

o Securities that are not c1a551ﬁed by the Company as held-to-maturrty or tradmg are mcluded in the
' avaxlable-for-sale portfoho

The Company classifies mvestment securities dependmg upon the intent of management at the time of the

.- purchase. Investment securities are initially recogmzed in accordance wrth the pohcy stated above and

o subsequently re-measured usmg the followmg pohcres

‘

1. Held—to-matunty investment  securities — at amortlzed cost usmg the effectrve interest method.
~ Allowance for 1mpa1rment is estimated on a case-by-case basrs

2. Avarlable-for-sale securities are subsequently measured at farr value whrch is equal to the market
. value as at each balance sheet date.

Gams and losses arising from changes in the falr value of avallable-for-sale securities are recogmzed in the
" statements of income within other operatmg mcome When the securities are dlsposed of or impaired, the related
' accumulated fair value adJustment is mcluded in the mcome statements wrthm other operatmg income.

B Loans to Customers .

Loans purchased by the Company ﬁom major banks and credlt orgamzatlons in Kazakhstan, are mtended to be
“~held, and the Company has the ability to hold them, to maturlty These loans are classified as held to maturity

. and are initially recognized in accordance with the recogmtlon of financial instruments policy. Third party
' :expenses, such as legal fees incurred on acqulrmo a loan are treated as part of the cost of the transacnon

: Loans to customers are subsequently measured at amortrzed cost using the effectrve mterest method Loans and
: advances to customers are carrled net of any allowance for nnpalrment

o Equlpment

: Equlpment is recorded at hrstoncal cost less accumulated deprec1at10n Deprecratlon is prov1ded to write off the
- .coston a stralght-lme basis over the estunated useful economlc hfe of an asset. The estunated useful lives of the
| assets are as follows: . ‘

Years
10
10

g Office equibh—;eﬁt‘f ]
" Fixtures and f ttlngs ;

',Computers SR Ll :

~ Vehicles. .

i
!
|
i




CJSC Kazakhstan Mortgage Company BN '~ Fmanmal Statements

| 'NOTES TO THE FINANCIAL STATEMENTS (contlnued)

B 'b Intanglble Assets

3. SUMNIARY OF SIGNIFICANT ACCOUNTIN G POLICIES (contlnued)

Intanglble assets compnse soﬁware costs and are recorded at hrstoncal cost less accumulated amortization.
Amortization is provrded to write off the cost or valuation on a stralght-hne basxs over the estimated useful '
’ econom1c life of the asset "“The economlc hve for software is srx years ; :

Allowances for Impalrment of Fmanclal Assets

The Company establishes allowances for nnpalrment of ﬁnancxal assets when it is probable that the Company ‘

~ will not be able to “collect the principal and interest according to the contractual terms of the related loans and

i "other financial assets, which are carried at cost and amortlzed cost. The allowances for 1mpa1rment of financial
- assets are defined as the difference between carrymg amounts and the present value of expected future cash -
- flows, mcludmg amounts recoverable from guarantees and collateral drscounted at the original effectrve interest -

. rateof the ﬁnanc1a1 mstrument

EN ~WThe allowances are based on the Company s own loss expenence and management s Judgment as to the level of

: losses that will most likely be recognized from assets in each credit risk category by reference to the debt service
_ capability ‘and repayment history. of the borrower. The allowance for impairment of financial assets is
determined on the basis of existing economic and polmcal conditions. The Company is not in a position to -

- predict what changes in conditions will take place in Kazakhstan and what effect such changes might have on

s Debt secur1t1es 1ssued represent bonds 1ssued by the Company and are mltrally recogmzed in accordance w1th ‘
- the recogn1t10n of financial instruments policy. Subsequently, debt securities issued are stated at amortized cost

" and any difference between net proceeds and the redemption value is recogmzed in the income statement over -

" the period of the borrowings using the effective interest method. If the Company purchases its own debt, it is

 “removed from the balance sheet and the difference between the carrymg amount of the 11ab111ty and the
s consrderatron paid is recogmzed in net mterest mcome i & . : :

- : Operatmg Leases

i The Company enters into operatmg lease agreements asa lessee ‘The total payments under operatmg leases are

1 - the adequacy of the allowances for unpanment of fmanc1a1 assets m future perxods

" Changes in allowances are reported in the statement of income of the related penod When a loan is mot- . -
“collectable, it is written off against the related ‘allowance for impairment; if the amount of the impairment

subsequently decreases due to an event occurrmg after the write-down, the reversal of the related allowance i is

e cred1ted to the related nnpalrment of ﬁnanmal assets m the mcome statement

B ’Debt Secuntles Issued

o charged to general and admmlstratrve expenses ona stralght-hne basrs over the penod of the lease

~_ Interest income and expense are recogmzed on an accrual ba515 calculated usmg the effective mterest method a

Income and Expense Recogmtxon :

Comm1ss1ons and other income are recogmzed when the related transactlon is completed

> "I‘he recogmtlon of contractual interest income is suspended when loans become overdue by more than thirty
' days. Non-mterest expenses are recogmzed at the t1me the transactwn occurs

e Income Taxes

s = Income taxes payable on proﬁts based on the apphcable tax laws in Kazakhstan is recogmzed as an expense in
B ‘the penod in whrch prof its arise. ’ s B : ’

- B

o P T T




CJSC Kazakhstan Mortgage Company el Fmancnal Statements

S NOTES TO THE FINANCIAL STATEMENTS (con’anued)

> 47 3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (contlnued)

. Income Taxes (contlnued)

,TrustActlvxtles s, TR o TS R
‘Prov1510ns

- - - Retlrement and Other Benefit Obllgatlons

ol Share cap1tal is recogmzed at the falr value of cons1derat10n recelved
' Contmgencres
- RelatedParties ~ o0 Lo

: ; 2,4 CASH AND CASH EQUIVALENTS b R
s At December 31, 2003 and 2002 cash and cash equlvalents con51sted ofa current account held w1th NBK.

F Deferred income taxes are accounted for under the balance sheet habrhty method and reﬂect the tax effect of all.
. significant temporary differences between the tax basis of assets and 11ab111t1es and their reported amounts in the

- accompanying financial statements. Deferred income tax liabilities are recogmzed for all taxable temporary

- differences. Deferred income tax assets are recogmzed for all deductible temporary differences, carry-forward of

:*" " unused tax assets and unused tax losses, to the extent that it is probable that taxable profit will be available

against which the deductible temporary differences, carry-forward of unused tax assets and unused tax losses

. can be utilized. Deferred tax assets and liabilities are measured at tax rates that are expected to apply when the
"~ asset is realized or the Hiability settled based on tax rates and tax laws that have been enacted or substant1ally
= enacted at the balance sheet date : A =

i '”‘;The carrymg amount of deferred income tax assets is rev1ewed at each balance sheet date ‘and reduced to the
" “extent that it is no longer probable that sufﬁc1ent taxable proﬁt w111 be avallable to allow all or part of the

deferred mcometaxasset to be utlhzed e A Co T e N T s s

#Fe Kazakhstan also has various operatmg taxes whrch are assessed on the Company s act1v1t1es These taxes are.
: mcluded asa component of admmlstratwe and operatmg expenses in the statements of i income.

~ In the normal course of busmess the Company conducts 1ts securmes operatlons through a trust arrangement
-+ with NBK. Connmssmns paid for such servrces are shown as part of fees and commxsswns pald in the income
1staten1ents ' et T g e T k

: Prov1510ns are recogmzed when the Company has a present legal or constructlve obhgatlon as a result of past
" events, and it is probable that an outflow of resources embodying econonuc benefits w1ll be requned to settle the
- obhgatlon and areliable estlmate of the obhgatlon can be made ~ :

TN

F ~The Company does not have any pensxon arrangements separatc from the State pensxon system of Kazakhstan,
~ - which requires current contributions by the employer. calculated as a percentage of current gross salary
: 'payments such expense is charged in the period the related salaries are earned. In addmon the Company has no
; vpost-retlrement beneﬁts or 51gmﬁcant other compensatcd beneﬁts requnmg accrual

‘;':'ShareCaprtal SRR g et R T e T S ]

" Dividends on ordmary shares are recogmzed asa reduct1on in shareholder s equ1ty in the penod in which they
- - are declared. Dividends that are declared after the balance sheet date are treated asa subsequent event under 1AS
- 10 “Events Aﬁer the Balance Sheet Date” and dlsclosed accordlngly

e Contingent habllmes are not recogmzed in the ﬁnancxal statements unless it is probable that an outﬂow of
: .. v~ resources will be required to settle the obhgatlon and a re11able estimate can be made. A contingent asset is not
i recogmzed in the ﬁnanc1a1 statements but drsclosed when an mﬂow of econormc beneﬁts is probable

Related partles‘mclude the management of the Company and the Company s shareholder




) ?_%NOTES TO THE FINANCIAL STATEMENTS (contmued)

5. LOANS TO CUSTOMERS

' Loans to customers can'y mterest at rates rangmg from 3 O% to 7. 0% plus mﬂatlon mdex (2002 from 7.0%to -
-8.6% plus inflation index). The inflation index pubhshed by the Statlstlcs Agency of the Repubhc of Kazakhstan ;
- as of December 31,2003 was 6. 8% (2002 6 6%) : ; o

6.’:} lNVESTMENT SECURITIES t

o The Company s avarlable-for-sale secuntres as of December 31 compnsed the followrng

The Company mtends and has the abrhty to hold all Ioans to matunty The Company s loans comprise only KZT

.. - denominated housing mortgage loans that have been purchased from prime Kazakh banks and are due from
. individuals based in Kazakhstan. All loans are secured by real’ estate collateral and bank guarantees. Loans are ,
guaranteed by the issuing banks, who are obliged to take over any loan in the event of default by the borrower, ~

' Consequently, no allowance for losses was deemed necessary for the loan portfoho 5 e, : §

;| At December 31, 2003 and 2002 no loans were placed on non-accrual status. -

% 7':At December 31 2003 and 2002 the 10 largest customers accounted for 2% (KZT 195 986 thousand) and 13% o
o (KZT 132,588 thousand) of the total loan portfoho and represented 7% and 8% of net shareholder s equity,
i Qrespectrvely : . g A LR F ‘

VL e MR . B ; 2003 - 2002
. Treasury bills ofthe Mlnlstry of Flnance DR e BT o .-526,802 - - -
. NBKnotes AL } R SR 1,331,887 o md s

.3 The Company ] held-to-maturrty secuntles as of December 31 comprlsed the followmg

: R ey e A 2003 - 2002
(fae d Treasurybllls ofthe MmlstryofFlnance o et e 675,801
e NBK notes > AR R T T e e T S T 34 478

* - guaranteed by the Ministry of Finance of the Republic of Kazakhstan. These Treasury bills are purchased at face

" value, have medium to long-term maturlty periods and coupon rates ranging between 6% and 16% (2002:

- between 8% and 16%), dependmg on the type of bond issue. The NBK notes have short-term maturity penods
v and carry no mterest and were 1ssued at drscounts ranglng form 4, 00% to 4 96% :

Pl 7 - DUE FROM AN OTHER FINAN CIAL INSTITUTION
o . Asof December 31, 2002, due from another ﬁnanc1al mstltutron consrsted of a balance due ﬁ'om BTA Ipoteka ‘ k
i that camed 13.5% per annum and was repard in 2003 :  ; :

S 2 INTANGIBLE ASSETS .

. k_,The movements on the Company ] mtanglble assets dunng the year were as follows

TR - Software
. Cost: : - R AN —
'Decen1ber31 2002 T DR e R e e e A Tl e e T 40
<0 Additions - % R R e R ey “ 18,059
" . _December 31, 2003 L o v T T 19,550
+ + Accumulated amortlzatlon: I U o R A o
. December31,2002 . oo o (134)
- Chargefortheyear . - = s e e T "~ (234)

December 34,2003 - . = . e s e o0 T e s L (368)
-Net book value: G S gh e BEE SV DB LR TR o g M el

December31,2003 -~ 0 e ETniioilUn T g qea

" December 31,2002 - R P N R i L™ L L T o B 1,357

' :_“,CJSC Kazakhstan Mortgage Company M K i L - 5":f:” E '1' Fmancral Statements >
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e i-”NOTES TO THE FINANCIAL STATEMENTS (contlnued)

Fmancnal Statements

EQUIPMENT
‘ 'The movements on the Company s equ1pment durmg the year were as follows

Vehlcles

Computers

Other

Total

", December 31, 2002

ne December31,2003 )

: .,}j(Cost 5
December31 2002 3

. Additions i
Disposals

5, 114
N 827
(114)

3,844

4,635
670

13,593
2,497
(114)

6,827

3,844

5,305

15,976

o December31,2003?’ i
o Accumulated depreclatlon

- Charge for the year
Dlsposals

(1,358)
(1,667)
3

(493)
(269)

(625)
(467)

(2,476)
(2,403)
3

(3,022)

(762)

(1,092)

(4,876)

Net book value ;
December 31, 2003

3,805

3,082

4,213

11,100

3 756

3,351

4,010

11,117

«

: December31 2002

10, y DEBT SECURITIES ISSUED

Debt secur1t1es 1ssued as of December 31 comprrsed the followmg

2003

2002

Kazakh bonds — 1St issue
. Kazakh bonds — 2™ i lssue

1,016,221
3,068,609
3,184,534

510,572

Kazakh bonds 3"' issue

7, 269 364 510,572

In June and July of 2003 the Company placed addmonal Kazakh bonds of the ﬁrst issue amountmg to KZT

500,000,000 that were issued in 2002. They mature in 2005, and bear interest at 4 75% per annum plus mﬂatlon '

based mdex revised sermannually m November and May of each year

In August of 2003 the Company 1ssued and placed its' second issue of Kazakh bonds arnountmg to KZT
3,000,000,000. They mature in 2013, and bear mterest at.1. 8% per annum plus mﬂatlon based mdex rev1sed
: semrannually in October and Apnl of each year. ;

In December of 2003 the Company 1ssued its th1rd issue of Kazakh bonds amountmg to KZT 5, 000 000,000
and placed KZT 3,165,000,000 of that issue. They mature in 2013, and bear interest at l 0% per annum plus
inflation based index revxsed sermannually in October and Apnl of each year

Interest rates on the 1ssued debt securmes are ﬂoatmg based on the mﬂat10n mdex pubhshed by the Statrstlcs
Agency of the Republlc of Kazakhstan for the prior. 12 months

These securities are obhgauons secured by a pledge over the Company s assets and have payment pnonty over

other cred1tors

10

o
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i CJSC Kazakhstan Mortgage Company

;}"f. NOTES TO THE FINANCIAL STATEMENTS (contmued)

S SHAREHOLDER’S EQUITY u

: Authorrzed 1ssued and ﬁJlly pard share caprtal at December 31 2003 and 2002 con51sted of 250 000 and
150,000 KZT denommated common shares respectlvely, w1th nommal value KZT 10, 000 each :

Durmg 2003 the Company 1ssued 100 000 common shares at nommal value (2002: 50 000 common shares) and i
recogmzed the newly issued share’ caprtal m these fmancral statements at the amount recelved KZT 1,000, OOO
L thousand (2002 KZT 500 000 thousand) g, : Fid

: £ Durmg 2003 the Company has not declared and pard any drv1dends to the Shareholder (2002 KZT 5, 450
. thousand wh1ch constitute KZT 54 5 per share) S ‘ ol ; ‘

’12.' ' SALARIES AND EN[PLOYMENT BENEFITS

o ‘Salarles and employment beneﬁts for the years ended December 31 compnsed

Fmancnal Statements S

\«»Salanes and bonuses e N S N o es302 36,260

2003 2002°

: ‘Retlrementand otherbeneftobhgahons TEETST e e s ULy 4/968 : 6,009

77,270 - - 42,269

. 13. 1 ADM]NISTRATIVE EXPENSES

o Admmlstratlve expenses for the years ended December 31 comprrsed: B Py

2003 . 2002

" Advsrlising 5 g T, D e I T e o WA 14,374 12,505
L L T BT IoN - F e A SRR T [ SR 1

L Professmnal fees
Office expenses
: ‘Telecommunlcatlon

o308 1,194
1,827 1,196

" Rent . P RS R T e o 1018

Cother B st A E i Ut o h  BS3 . 12808
IR R R S A SR IRy % 2 1 _ 35382

TS INCOMETAXES

. 4_The Repubhc of Kazakhstan -was the only tax _]unsdlctlon in wh1ch the Company s income is taxed The
~~ Company had no current or deferred income tax liability at December 31, 2003 and 2002. The Company
mcurred no mcome tax expense durmg 2003 and 2002 eyl o :

" The reconcrhatron between the provrsron for income taxes in the accompanymg f'manc1al statements and income

- before taxes multlphed by the statutory tax rate of 30% for the years ended December 3 1 is as follows

2003 2002 < -

- Income tax computed at the statutory taxrate . . P L T 42,833 120,011
"+ Non-deductible ¢ expenses - s Ton BRI S e B e ’
s Non—taxable income:. S
* *_Interest income on state secuntles
- ) Interest ircome on mortgage Ioans el e _
" Tax effect of temporary differences not recogmzed sl an e 79,842 27,863

53 - 90.

7 (33,064) (32.832)
" (89,664) - (15,132) -

'-,"*Prowsnonforlncometaxes‘ S R R W e T A e i Sl = ' -

e

¥
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i
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 NOTESTOTHE FINANCIAL STATEMENTS (contmued)

,:'developedtaxsystems B w ST he : i (TR aa AR &

however the nsk remams that relevant authorrtres could take dlffenng posmons w1th regard to mterpretrve .

s COMMITMENTS AND CONTINGENCIES

- - and the ability of the Company to mamtam or pay 1ts debts as they mature. -

»In the ordmary course of. busmess the Company is sub_]ect to legal actions and complamts Management

£ ¥ The Company has current.ly obtamed msurance coverage related to equrpment and vehrcles Motor insurance is
- required in accordance ‘with the leglslatron of the Republic of Kazakhstan Also the Company has no insurance

Kazakhstan atpresent B S R LR e TR

: _',CJSC Kazakhstan Mortgage Company PRI T : AN ,;: SRR Fmanclal Statements k

14 INCOME TAXES (contmued) , : e :
A "Deferred tax balances calculated by applymg the statutory tax rates in effect at the respectlve balance sheet ,

dates to the temporary differences between the tax basis of assets and habrhtles and the amounts reported in the AL

: ﬁnancral statements comprxsed the followmg at December 31 L PRE

e 2003?7* - 2002

";'Deferredtaxassets ; g R T e g ol P T = e T ) :
.7 Taxloss carried forward : LT T e s e g 0097 42,888
‘,"‘-Equment FERTEN U PR A NI S Sl L (1,573) ‘ (101)
.+,  Totaldeferredtaxes .. - - S gt 2 2.F 0 Ao (IR0 2 42,787
I Deferred tax assets not recogmzed o e, B e 1Y 10 L (122,629) . (42,787)

3 Kazakhstan currently has a number of laws related to various taxes 1mposed by both state and regional © . -
governmental authorities. Applicable taxes include value -added tax," income tax, social taxes, and others. - = . i
: _,Implementmg regulatrons are often unclear or nonexistent and few precedents have been established. Often, ' :
* differing opinions regarding legal interpretation exist both- among and within govemment ministries and

organizations; thus creating uncertainties and areas of conflict. Tax declarations, together with other legal .

comphance areas (as examples, customs and currency control matters) are subJect to review and investigation by
. anumber of authorities, which are enabled by law to impose severe fines, penalties and interest charges. These - - i
" facts create tax risks i in Kazakhstan substantrally more srgmﬁcant than typrcally found in countnes with more ’_ N

. Management belreves that the Company isin substantral comphance wrth the tax laws affectmg its operations;

v 1ssues

'Ihe Kazakhstam economy, while déemed to be of market status begmnmg in October 2001, continues to drsplay e

* certain characteristics consistent with that of a market in transition. These attributes have in the past included o 3
higher than normal historic inflation, lack of liquidity in capital markets, and the existence of currency controls = .0
- that cause the national currency to be 1lquu1d outside of Kazakhstan. The continued success and stability of the DRI | |

. Kazakhstani economy will be srgmﬁcantly unpacted by the government s contmued actions - with’ regard to -

R supervrsory, legal, and economxc reforms bt .

& The Company could be affected for the foreseeable future by these rlsks and therr consequences As a result '
. there are significant uncertainties that may affect future operatlons the recoverablhty of the Company ] assets :

In the normal course of business, ‘the Company enters into an operatmg lease agreement of premlses for its -
office. Future ‘minimum- payments under non-cancelable operating leases-in 2003 and 2002 are KZT 1,476
*thousand and KZT 1 019 thousand respectlvely The operatmg lease agreement matures w1thm 12 months.

o believes that the ultimate liability, if any, arising from such act1ons or complaints will not have a material
adverse effect on the’ fmancral condrtlon or the results of future operatrons of the Company

for liabilities* arising from errors or. omrssrons Errors or’ ormss1ons msurance 1s generally not available in .




\ﬁzoo3 L 'vg" e " e .V I e 7 T
T d] ' ; On 5 Upto1v-“ L 1to3 - 3to12 . 1to5 . . Over5
N Monetary assetS' demand“ month " months months -years years Total -
.+ Cashandcashequivalents. ' = 121" . .= T oo Zex P .
" Loans to customers SN me e - 5502 745388 ‘7,427,365 8,178,255
 Available-for-sale securites . —. .~ - 1,858,689 - = . _ . 1858689 -
: - ‘ SRR ¥ IR —. 1,864,191 . - 745,388 7,427,365 10,037,065
Monetary liabilities: o o e 2l A R IR A Y ' ., s
- Debt securities issued - = £ =7 104,364 1,000,000 6,165,000 = 7,269,364
“\ Other liabilities - B e T silhr ot BOBET T i : 39,567
3 S 5T L T — 143,931 1,000,000 - 6,165,000 7,308,931
- Net position . Yy 42 L ~-" 1,720,260 - . (254,612) 1,262,365 2,728,134
© Accumulatedgap 421 - 121°7 . 121 1,720,381 1,465,769 . 2,728,134 ‘
2002:0 s g b Laye i AR Y e T
coo oo One o Upto1. 1to3 . 3to12 .. 1to5 Over5 e
- Monetary assets: © .-~ <.~ demand ~ month - months '« months .  years ‘years - Total
. Cash and cash equivalents .-~ = "587 "= ~.: = . o AR el B U & - 887
" Loanstocustomers - 9993 .. - 15282 251,815 = 748,472  1,025562 .
Held-to-maturity securities .. © < ., ~ 7 ~ o A — 987,277 . .- - 987277
.Due from anothert‘nancnal o P D s R PSR RN Wty e o o
mstltutlon . 5 R T 100 975 0= Ce = - 100,975 -
- 587 9993“ 100,975. .1,002,559 251,815 '748,472. 2,114,401
. Monetary liabilities: 5 T T T .
- - Debt secuntles lssued - _ Ll k10,572 ‘500,000 - =
i Other llabllmes - - - 7565 . = - 7,565
s o= - ."18437 . 500,000 e 518,137 -
- Net position " 587 - 9,993 100,975 = 984,422 - (248,185) 748472 - 1,506,264
¢ Accumulated gap - - 587 10,580 111,555 1,095,977 ° 847,792 1,596,264 =

g CJSC Kazakhstan Mortgage Company

-‘?NOTES 'ro THE FINANCIAL STATEMENTS (continued)
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i ,'16. MATURITY ANALYSIS

" The matunty of monetary assets and hab111t1es represents the remammg terms unnl repayment in accordance ‘

with the underlying . contractual agreements and terms of issuance of the monetary asset or liability at the

.c. o

.' 2 At December 31 the matunty of moneta.ry assets and lrablhtles was as follows : ‘

- - respective balance sheet date In practrce the actual maturlty of monetary assets and liabilities may differ from
- the contractual terms based on both verbal agreements between the partres and addenda to the contracts, which -
5 may ex1st R " i ~ : :

Loase Y




¥ ‘17 RISK MANAGEMENT POLICIES
5 Credlt Rrsk g :

- The Company takes on exposure ‘to credit rrsk whrch is the nsk that a counterparty w111 be unable to pay amounts in
ol full when due. The Company structures the levels of credit risk it undertakes by placing limits on the amount of risk -
- ‘,faccepted in relation to one borrower, or groups of borrowers. Such risks are monitored on a revolving basis and v
- = subject to an annual or more frequent rev1ew Exposure to credrt r1sk is prrmanly managed in part by obtammg o
.- collateral and bank guarantees : e ; g ! ey :

- . Exposure to credit risk is also managed through regular analy51s of the ablhty of borrowers potentlal borrowers and»
© . guarantors to meet mterest and caprtal repayment obhgatmns and by changmg these lendmg limits where )
i approprrate e L. ; \ . ‘

- Market RlSk

. The Company takes on exposure to market nsks Market nsks arise ﬁom open posmons in interest rate products
“which are exposed to general and specrﬁc market movements. The Company manages market risk through periodic
estimation of potential losses that could arlse from- adverse- changes in market condltrons and estabhshmg and -
£ mamtalnmg appropnate stop-loss llmrts and margm and collateral requnements e ‘ '

' o Interest Rate Rrsk

. _Interest rate nsk arises from the possrb1hty that changes in mterest rates will affect the value of the ﬁnancral j
e 'mstruments The Company manages this risk- by using floating interest rates based on the mﬂatlon index pubhshed -
- " by the Statlstrcs Agency of the Repubhc of Kazakhstan for its assets and lrabrhtres o

.. As of December 31, the effective average mterest rates for mterest generatmg/ bearmg monetary ﬁnancral :
mstruments were as follows ' . : o :

9-72603' o ongp

imsselst [ el TSR S R el T e e |
" Loanstocustomers © o il o 30%-7 0%+mﬂatlon mdex - 7.0%-8.6%-inflation index
" lnvestment securities: - v Ul o ; oot -
- Available-for-sale secuntles TaEd et 0%-16 0% R -
S Held-to-matuntysecuntles S R A, S L o - 8.0%-16.0%
Liabilities: - A e e S e L) AL R o B o R
Debt secuntles lssued Tk ':~ S gl 1.0%4. 75%+inﬂation index ~  4.75%+inflation index

L The Company momtors its mterest rate margm and consequently does not consrder 1tse1f exposed to srgmﬁcant
L mterest rate risk or consequentral cash ﬂow nsk :

| qumdlty Rrsk

- _L1qu1d1ty risk is the nsk that an mst1tutron will be unable to meet 1ts net fundmg requlrements L1qu1d1ty risk can be

.- caused . by market disruptions or’ credit ‘downgrades which ‘may cause certain sources of funding to dry up
, 'nnmedrately To guard against this risk, management have diversified funding sources and assets are managed with
S hqurdrty in mmd, marntammc a healthy balance of cash cash equrvalents and readrly marketable securmes ,

iy yNote 16 analyses the assets and hablhtles of the Company mto relevant matunty groupmgs

T
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NOTES TO THE FINANCIAL STATEMENTS (contmued)

| 17. RISK MANAGEMEN T POLICIES (contmued)

" k Falr Values of Financial Assets and Llabllltles

o

The following table summarizes the carrying amounts and_ fair values of those ﬁnancm] assets and hab1ht1es not -

presented on the Company ] balance sheet at farr value

A 2008 2002
Ll s BT ., . Carrying Amount.  FairValue - CamyingAmount - Fair Value
4+ Lloanstocustomers’ ... . - 8,178,255 - 8608428 - 1,025562 1,081,636
~ Heldto-maturity securities - - o 987,277 986,603
Debt secuntles |ssued o i T, AR 7,269,364 . . . 7,464,306 510,572 532,266

e 18;' RELATED PARTY TRANSACTIONS

' As dlsclosed elsewhere in the financial statements the Company enters mto transactions with related parties. The year- -
. end balances in respect of related partxes included in the financial statements and the terms relating to those balances

are dlsclosed in other notes to the f'manc1a1 statements

The income and expenses in respect of related pames mcluded in the ﬁnancral statements are as follows:

2003 2002

Interestincome . o A s W g S e et L.t 788 3,920
- Commission on trust management : g 1=t R LT . 1,726 -
' Admlnlstratlve expenses ty L . " 5,087 - 2,955




