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Republlc of Kazakhstan

Independent Auditors’ Report

To the Management Board and Shareholder of JSC Kazakhstan Mortgage Company

;

We have audlted the accompanymg balance sheet of J SC Kazakhstan Mortgage Company (the
“Company ") as of 31 December 2004 and the related statements of i mcome, cash flows and changes
in shareholder’s equity for the year then ended. These financial statements are the responsibility of
the Company s management. Our responsxblhty is to express an opinion on these financial statements
based on our audit. The Company’s financial statements for the year ended December 31, 2003 were
audited by other audltors, whose report dated January 30 2004 expressed an unquahﬁed opmron on
those ﬁnanc1a1 statements

We conducted our aud1t in accordance wnh lntematlonal Standards on Audltmg Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free.of material nnsstatement An audlt mcludes examining, on a test basis, evidence
supportmg the amounts and disclosures in the ﬁnancml statements. An audit also includes assessing
the accountmg principles used and significant estimates made by management as well as evaluating
the overall presentatlon of the ﬁnancxal statements We belleve that our audrt prov1des a reasonable
ba51s for our opnnon

In our opnnon, the ﬁnanclal statements present fa1rly, in all matenal respects the fmanclal posmon
of the Company as of 31 December 2004, and the results of its operations and its cash ﬂows for the
year then ended in accordance w1th Internatxonal Fmancral Reportmg Standards

Berdalina J
Certified A

Managing partner
KPMG Janat LLC .

License #6 dated 1 November 1996
to conduct bankmg audtts

31 January 2005




- Other assets.

‘Total assefﬁ

' Debt securities issued
- Other liabilities . -
“ Total liabilities

 Shareholder’s equity

Chalrwoman of the Boarg «é‘&‘
- Chief Accountant’.:

31 January 2005

ASSETS

- Cash
- Loans to customers -

Available-for-sale secufities e
Equipment - '
Intangible assets

LIABILITIES AND SHAREHOLDER’S EQUITY .

Share capital =
Retained earnings - ;
Total shareholder’s equity

* Total llabllltxes and shareholder s equnty e
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-+ JSC Kazakhstan Mortgage Company
Balance Sheet as of 31 December 2004~ °

2004 2003

Notes _ KZT’000 KZT’000
6 519 121
7 26298757 8,178255
8 - 3022575 1,858,689
9 129,320 11,100
10 39,066 19,182

2733 1,064

29,392,970 - _ 10,068,411

11 26,216,954 7,269,364
12t eml 39,567

26,279,685 7,308,931

“13 2,500,000 2,500,000

St 613285 259,480

3113285 2,759,480

29392970 _ 10,068,411

"Signed and authorized for reléase on behalf of the Board of the Company .

: Sagindykdva MO

Absattarova R K.

The balance sheet is to be read in conjunctlon w1th the notes set out on pages 5 to 18 to and forming

part of, the ﬁnanc1al statements.

-




Interest income - -
~ Loans to customers
" Securities -

Interest expense

~ Debt securities issued . -

Net interest income

* Gain from revaluation of available-for-sale securities
* Loss from revaluation of available-for-sale securities

Net gain from revaluatlon of securltles ot
Other income - '

" Operating income

General and administrative expenses
Fee and commission expense

: Operatmg expenses

, Income before taxes

Income tax expense . - -

~ . Net income

Thei income statement is to be read in con_]unctlon w1th the notes set out on pages 5 to 18 to and forming

part of, the ﬁnanc1al statements

: JSC Kazakhstan Mortgage Company ¥
Income Statement for the year ended 31 December 2004

2004

o5 2003
‘Notes  KZT’000 - KZT'000
1,719,941 1329243
145,067 85,466
1,865,008 414,709

) (1,266,602) (162,833)
598,406 " 251,876

45,540 8,507
(36.746) (617)
8,794 7,890
s 613
607,221 260,379
4 anie (113,770
~ " (5.700) (3.831)
(253 ,416) (117,602)
353,805 142,777

y o -
< 353,305 142,777

726 Janag S
72w &g




* Net increase/(decrease) in kc\va'sh. ; i o
" Cash at the beginning of the year .~

CASH F LOWS FROM OPERATIN G ACTIVITIES

- Income before income tax - :
- AdJustments for non-cash 1tems

~ Net gain from revaluatron of avarlable for—sale securltles- LT

Depreclatlon and amortrzatron o
Loss on disposal of equlpment 3=

Operatmg income before changes in operatmg assets

£ Increase in loans to customers L

1 Increase i in accrued interest recervable on loans to customers
" (Increase )/decrease in accrued mterest recelvable on .

avaxlable-for-sale secur1t1es

- Increase in debt securities 1ssued : ! ‘

. Increase in accrued mterest payable on debt securltles 1ssued
= (Increase)/decrease in other assets - "/ : 4
, ;Increase in other hablhtles ;

Cash ﬂows from (used m) operatmg actmtles

; :CASH F LOWS FROM INVESTING ACTIVITIES

o .. Purchases of avallable-for-sale securities i T TE

" .. Proceeds from sale of available- for—sale securmes P
'Purchase of equipment J e

VPurchase of mtanglble assets . 1

T

- Cash ﬂows used in mvestmg actlvmes

; '.'CASH FLOWS FROM FINANCIN G ACTIVITIES O
T Proceeds from issuance of share caprtal

Cash ﬂows from financmg actrvltles e -

" Cash at the_end of the yea‘r'; !

The statement of cash ﬂows is to be read m conJunctron wrth the notes set out on paoes 5 to 18 to and-.
~ forming part of the ﬁnancral statements - L : :

JSC Kazakhstan Mortgage Company o

Note ‘ -

, 2003
KZT°000 . - _KZT'000
353805 142,777
(s 794)' : (7,890)
rq337o 2,637
233 11
358,714 137,635
(17,956035) . (7,000070)
(164,467) (50,672)
CU(11,799) 11179
18438600 6,665,000
508990 96,749 -
- (1,669) 6901
23,164 32,002
S 1,195498 (101,276)
(5241614 (5,173,359)
© 4098321 . 4294725
" (24,664) (2497)
(27,143 . (18,059)
. (1,195,100) (899,190)
; 1,000,000 -
R 1,000,000
398 - (466)
121 587
519 121

Statement of Cash Flows

for the year ended 31 December 2004 .

2004




» | Balahce at1 Jahuery 2003 .

* Net income for the year' i

Shares issued -

‘ Balance at 31 December 2003 ;A

. Net income for the year
5 'Balance at 31 December 2004

The statement of changes in equlty is to be read in conjunctlon w1th the notes set out on pages 5 to 18
to, and formmg part of, the ﬁnanc1a1 statements ‘ ‘ , 4

JSC Kazakhstan Mortgage Ci ompany
Statement of Changes in Shareholder's equity
© for the year ended 31 December 2004

o Share Capital ‘Reta'ined earnings Total
'KZT'000  KZT'000 KZT'000
1500000 116703 1,616,703 ;
e T T e
1,000,000 . 1000000
2,500,000 250480 2,759,480
LD 353805 353,805
2,500,000 613285 3113285




: a) P‘rincip"al')a”ct_ii?ities  ,

T JSC Kazakhstan Mortgaée Co‘mpany :
-7 Notes to the Financial Statements

1 Background

‘ e J-S‘“Cf‘Kaz‘ékhs’tarvl Mo&gééé' bdniﬁéﬁyf’{(the “COmpﬁn ; ) wés“ést‘ablisﬁed:bﬁ December 2‘9,‘2000. in
- "+.-accordance with the laws of the Republic of Kazakhstan on the basis of the Resolution #469 of the

.7 Board of the National Bank of Kazakhstan (“NBK”) dated December 20, 2000. Due to a change in . .
i+ -7 legislation introduced in 2003, the Company was reregistered as a joint stock company on April 13,
[ -7%0-2004. The Company operates under a license issued by the Agency of the Republic of Kazakhstan

-~ . on regulation and supervision of financial markets and financial organizations dated April 27, 2004
" .+ to conduct banking operations in the national currency, in particular, lending operations such as

 securities (except of shares) and factoring. The principal activities of the Company are the purchase

.~ the Republic of Kazakhstan. -

" of mortgage loans from banks and credit institutions and the issue of mortgage backed securities in

. TheCompany’s legal address is Panﬁlicw'é_s»tréet,k9‘8,‘“Alfn’;1ty",AKézékhs;_taﬁ.‘ o 1
R vThé.numbvg'r‘cljfpe‘rs'ons"e'rr\lplct)ygd‘ by the Company as of December 31, 2004 was 86 (2003: 18).

*The sole shareholder of the Company is the NBK, which on 29 November 2004 transferred all
*“shares of the Company to the trust management of the Ministry of Finance of the Republic of

" Kazakhstan under the Agreement #432 On the Transfer of the Shares of the Joint Stock Company

-“Kazakhstan Mortgage Company” to the Trust Man‘agemﬁent,-that includes the right to represent the
 interests of the shareholder at the general shareholder’s meeting on the matters which are within the
competence of the general éhareholde(?s meeting under Kazakhstan legislation and the Charter of .

the Company.. . . -

“'b) - Kazakhstan business environment - -

© The economic environment of Kazakhstan has ‘been assessed in 2004 by international rating

. .maintained the rating of loi_xg-ferm'debenturcs of Kazakhstan in foreign currency at Baa3 and the
~promissory notes of Kazakhstan in the national currency at Bal. Fitch decreased the rating of the -
- “long-term borrowings in foreign currency to BBB- and increased the rating of the long-term

AT borrowings in the national currency to BBB. . .

The Company’s operations are :sﬁbjé'cvt to thecountry risk being economic, political, and social risks =

inherent in doing business in Kazakhstan.” These risks include matters arising out of the policies of

.- the government, economic d‘c;bn_divti“ons, “impdSition‘,"ic')'f vor,'qharigés‘ to taxes and regulations, foreign

- exchange fluctuations and the enforceability of contract rights. L pat T

_ “The’ aécom'panyihg vﬁhaéhc»ial'.i‘statém'éﬁ‘t_s‘ réﬂeét}management"sj‘asses?rﬁent 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. . -

LRy I G TR

. fortheyear ended 31 December 2004 .

granting credits in terms of money on the interest, fixed term and repayment basis, issuing its own - .

.. agencies. Standard & Poor’s dﬁécrea'sed;the'ldng‘-te’r‘m"currency‘ rating to BBB- and the long-term .
.7 rating of borrowings in the national currency was rated at BBB. Moody’s Investors Service
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”Statement of comphance

' “_Estlm'ates

. JSC Kazakhstan Morrgage Company " ..
. Notes to the Financial Statements

ety

__;iThe financial statements are prepared in. accordance wrth the” requrrements of International
- Financial Reporting Standards (“IFRS?) promulgated by the International Accounting Standards

oard (“IASB?) and . mterpretatlons 1ssued by the Internat1onal Reportmg Interpretations - k

‘. Commrttee of the IASB

Basns of measurement

“The ﬁnancxal statements are prepared under the hxstorrcal cost conventron modlﬁed for the”
_ measurement at ' fair value of available- for-sale securltles as requrred by IFRS 39 “Fmancnal
: »Instruments Recognltlon and Measurement” B g - - :

L7 . Functlonal and Presentatlon Currency ER R

| The nat10na1 currency of the Repubhc of Kazakhstan 1s the Kazakhstan Tenge (“KZT”) whrch is
" the’Company’s functional “currency as it reflects the economic substance of the underlying events iy by
and operations of. the Company .The KZT is also the Company s presentatlon currency - for the LT

purposes preparatlon of these ﬁnanc1al statements. The financial statements are presented in KZT

o0 ) rounded to the nearest thousand KZT unless otherwrse md1cated

"‘ Convcrtlblhty of the Kazakhstan Tenge

- The: Kazakhstan Tenge is not a convertlble currency outsrde Kazakhstan and accordmgly, any
" conversion of : Kazakhstan Tenge amounts:to USD' or other foreign  currency should not be
_construed as a representation that Kazakhstan Tenge amounts have been, could be, or wili be in the
~future, convertlble into USD or. other fore1g11 currency at the exchange rates shown or at any other ,‘ o
- exchange rates b L TR , :

‘ n',Gomg concern’ . oy : ’
S ,bThe accompanymg ﬁnancral statements have been prepared on a gomg concern basrs which -
X contemplates the realization of assets and the satlsfactlon of liabilities in the normal course of -

business. The recoverability of the Company’s assets as well as. the future operation of the

- Company, may be significantly affected by the’ current and future economrc environment (see note

Business orgamzatlon 1(b)). -The . accompanying -, ﬁnanmal statements ‘do’ not mclude any

adJustments should the Company be unable to contmue asa gomg concern.

- The presentation of ﬁnanc1al statements requrres management to make estlmates and assumptrons
© that affect reported amounts. These estimates are based on information available as of the date of -
, the ﬁnancral statements Actua] results therefore could drffer from these estlmates / Janat D\ .

‘)

Lo i . g .o
L . 3
EART S .

tf or the year ended 3! December 2004 ,‘ PR :
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Cash

| K ”1 Cash comprlses current accounts W1th NBK

Fmanclal mstruments o g
. (i) [ Classgf catton s

o ‘ Tradzng znstruments are those that the Company prmcrpally holds for the purpose of short-term
. “profit taking.. These include investments and derivative contracts that are not designated and
. effective hedgmg instruments, and hab111t1es from short sales of ﬁnancml instruments. All trading -

=5l (ll) e Recogmtton A

JSC Kazakhstan Mortgage Company '
e Notes to the Financial Statements ..
5 for t_h_e year ended 31 December 2004

3 Slgnlficant accountmg p011c1es

i The followmg srgmﬁcant accountmg polrcres have been applled in the preparatlon of the ﬁnancral

statements The accountmg pollc1es have been consrstently app11ed

~e

o

derivatives in a net receivable, position (posmve fair Value), as well as options purchased; are . -

" reported as an asset. All trading derivatives i ina net payable posmon (negatlve falr value) as well as'
A optrons wrltten are reported asa lrabrlrty :

el Held—to-maturzty assets are financral assets w1th fixed or determmable payments and ﬁxed matunty_ -
- that the’ Company has the mtent and; abllrty to hold to maturlty These 1nstruments mclude
1nvestments in debt mstruments o T e 8 Sl e, B R b g

%

Loans to customers are mortgage loans purchased by the Company from major banks and credrt
~ organizations in Kazakhstan are intended to be held, and the Company has the ability to hold them,
i to maturity. These loans are classified as held to maturity and are initially recognized in accordance
" with the’ recogmtlon of financial 1nstruments policy." Third., party expenses, such as legal feest
‘ ﬁlncurred on acqumng a loan are treated as part of the cost transactrons b

o 'Avazlable for-sale assets are ﬁnanc1al assets that are not held to maturrty or for tradmg purposes

(R »‘J_

The Company recogmzes ﬁnancral mstruments held for tradmg and avallable for-sale assets on the_ .
U date it commlts to purchase the assets. - ~ : :

l;Held-to maturrty assets are recogmzed on the day they are transferred to or orrgmated by the
‘ Company s : : it A : ; ‘

s (m) ', Measurement ¥ e , _
%! ,‘F 1nanc1al mstruments are measured m1t1ally at cost 1nclud1ng transactlon costs

1 l'f‘-,V'Subsequent to’ initial recognltlon all avarlable-for—sale instruments are measured at fair value
-except that any instrument that does not have a quoted market price in an active market and whose o
- fair value cannot be rehably measured is stated at cost mcludrng transaction costs less 1mpa1rment o
‘ ﬁlosses A ST T o o o

All non-tradmg financral lrablhtres recelvables loans to customers and held-to-maturlty assets are -
" measured at amortized cost less: 1mpa1rment losses. Amortized cost is calculated on the effective -
. interest rate method. Preémiums and discounts, mcludlng initial transaction costs, are included in the
M) carrymg amount of the related mstrument and amortrzed based on the effectrve mter cAlan
tmstrument g 3 ST : : o :

o

i 40 .




- JSC Kazakhstan Mortgage Company L .
" Notes to the Financial Statements

LA for the year ended 31 December 2004 ~

L (lv) Gams and losses on subsequent measurement A i

: |

S Gains- and losses arrsmg from a change in the fair. value of tradmg 1nstruments and securmes' :

Lo avarlable for-sale are recognrzed in the 1ncome statement B, ’ ?

. "(v) N Derecogmtton ‘
v'-.r..

i A ﬁnancnal asset is derecogmsed when the Company loses control over contractual rrghts that v
comprlse that assets. This occurs when the rrghts are reallzed exprre or are surrendered A ﬁnancral i
e lrabrlrty is derecogmsed when it rs extmgurshed v : :

. Avallable for-sale assets and assets . held for tradmg that are sold are derecognrsed and -
correspondrng receivables from the buyer. for the payment are recogmzed as of the date the . . .
,_,Company commits to’ sell the asset. The Company uses the specrﬁc rdentrﬁcatlon method e o
determme the gain or loss on derecogmtron : ; 4 - : ‘ 5

i Held-to maturlty mstruments and loans to customers and recervables are derecognrsed on the day
; they are transferred by the Company o : :

= o) Ojfsettmg

i Fmancral assets and habrhtres are offset and the net amount reported in the balance sheet when
. there is a legally enforceable right to set off the recogmsed amounts and there is an intention to
oy settle ona net basrs or reahse the asset and settle the hablhty srmultaneously

[ R T g

) Equrpment

'_«_“(i) Ownedassets - , Dot i g N
o el ‘ ' - Items of equrpment are stated at cost less accumulated deprecratlon and rmparrment losses

L f‘iWhere an ifem of equlpment comprlses ma_]or components havmg drfferent useful llves they are -
¥ accounted for as separate 1tems of equlpment - g

(u) Depreczatlon

Deprecratron is charged to the income statement on a strarght—lme ba51s over the estlmated useful -
" lives of the 1ndrv1dual assets Deprecratron commences on the date of acqursrtron The estimated

~useful llves are as follows
g L S
' Vehicles - S arre i 7}'ears RS T
« - Office equrpment ; ki “n }’earS;j;;; p
,Other . e 5 10 years R
B VIntanglble assets Sl

) Intangrble assets whrch are acqurred by ‘the Company, are stated at cost less accumulated
amortrzatron and 1mpa1rment losses These assets are bemg amortrzed overthree years.. :

A"

_?jfg”e) L ’.Impalrment

The carryrng amounts of the Company s assets other than deferred tax assets, are reviewed at each

. " balance sheet date to determine whether there is any 1nd1catron of impairment, =
e mdrcatron exrsts the assets recoverable amounts are estrmated ) s //)\‘3\ :




g)

h)

JSC Kazakhstan Mortgage Company
» Notes to the Financial Statements
~ for the year ended 31 December 2004

i) Calculation of recoverable amount
The recoverable amount of the Company’s investments available-for-sale is their fair value

The recoverable amount of other assets is the greater of their net selling price 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 determmed for the cash-generating unit to which
the asset belongs. : ‘

ii)  Reversals of impairment.

An impairment loss in respect of other assets is reversed if there has been a change in the estimates.
used to determine the recoverable amount.

An impairment loss in respect of receivable is reversed if the subsequent increase in recoverable
amount can be related objectively to an event occurring after the impairment loss was recognised.

An impairment loss 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 deprecratlon or amortisation, rf no
1mpa1rment loss had been recognised.

Debt securities issued

Debt securities issued represent bonds issued by the Company and are initially recognized in
accordance with the recognition of financial instruments policy. Subsequently, debt securities
issued are stated at amortized cost and any difference between net proceeds and redemption value is
recognized 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 carrying amount of the Ilablllty and the consideration paid is recognized in
the income statement

Dividends

The ability of the Company to declare and pay d1v1dends is subject to the Kazakhstan legislation
and rules and regulations of the NBK. .

Dividends in relation to ordinary shares are reflected as an appropriation of retained earnings as and

. when declared. Dividends that are declared after the balance sheet date are treated as a subsequent

event under IAS 10 “Events After the Balance Sheet Date” and disclosed accordingly.

Trust activities
In the normal course of business the Company conducts its securities operations through a trust

arrangement ‘with NBK. Commissions paid for such services are shown as part of fees and
commissions paid in the income statement.

=




e ;Taxatlon Y

. f!Interest mcome and expense

Commlssmn expense

JSC Kazakhstan Mortgage Company
 Notes to the Financial Statements
for the year ended 31 December 2004

‘ ‘Income tax comprrses current and deferred tax. Income tax is recogmzed in the | income statement
.1 except to the extent- that 1t relates to 1tems recogmzed drrectly to equlty, in whrch case it is

recogmzed in equrty

j Current tax expense is the expected tax payable on the taxable income for the year using tax rates
; enacted or substantlally enacted at the balance sheet date and any adjustment to tax payable in
respect of prevrous D

< Deferred tax is provrded usrng ‘the. balance sheet llabllrty method provrdmg for temporary
drfferences between the carrying amounts of assets and liabilities for financial reporting purposes
' - and the amounts used for taxation purposes ‘The following temporary differences are not provided
- for: goodwill not deductrble for tax purposes, the initial recognition of assets or liabilities that affect

neither accountrng nor taxable profit and - temporary differences related to investments. in

~'fsubsrd1arres branches and associates where the parent is able to control the timing of the reversal of

. - the temporary difference and it is probable that the temporary difference will not reverse in the
.- foreseeable future. The amount of deferred. tax . provided is based’ on the expected manner of -
~realization or settlement of the carryrng amount of assets and lrab111t1es usrng tax rates enacted or

substantrally enacted at the balance sheet date

A deferred tax asset 1s recogmzed only to the extent that 1t is probable that future taxable proﬂts

~will be available against which the temporary differences, unused tax losses and credits can be
: ) utilized. Deferred tax assets are reduced to the extent that it 1s no longer probable that the related
- tax beneﬁt wrll be reahzed i

I

ERO Interest income’ and expense are recognlzed m the 1ncome statement as they accme takmg mto

_ “account the effective yield of the asset/llablhty or an applrcable floatrng rate. Interest income and
- expense include the’ amortization' of any discount or. premium or other differences between the
... initial carrying amount of an 1nterest bearmg mstrument and 1ts amount at maturrty calculated on an
¥ effectrve 1nterest rate basrs [

t

3 Commrssron expense 1s recogmzed when the correspondlng servrce is provrded

10




JSC Kazakhstan Mortgage Compctny
; ‘Notes to the Financial Statements
© for the year ended 31 December 2004

" 4 ‘General and administrative expenses

2004

7 -2003
e, e KZT’000 __KZT000
Employee compensatron 138,610 65,302
g Professional services 21219 3,701
Payroll related taxes - 15,819 ; 11,968
" Depreciation and amortlzatron 13370 2,637
. Advertising and marketmg S L ® A . 12,151 ¢ _ 14,374 -
~Ofﬁcesupphes‘ R S enlem B0 LI KR S .9,066 . 3,108
Travel -~ " . F Py ok SRR R 8,609 4,622
- “Taxes other than on mcome T T SR 7,027 - - 4,147
- Communication - SRR e o, R e 6761 1,527
.Occupancy sy e B P T LN X 7. 1 1476
T Other (L T T T L T 11462 909 -
et ol R T e T e R L e e T T 2416 1137 -

N 5 Income tax expense

' Interest earned on the mortgage loans 1ssued to 1nd1v1duals for more than three years can  be -
excluded from the Company’s taxable income under the Law of 1995 On Taxes and Other
Mandatory Payments to the. Budget This privilege is valid till 2006. If the combination of excluded
- income plus deductible expenses creates an operatmg loss the loss can not be carried forward to
'fffutureyears Al _ I o

R _The Company s apphcable tax rate for current and deferred tax is 30% (2003 30%)

. Reconciliation of effective tax rate: e,

2004 2003 |
_KZT°000 % KZT°000 %
Income beforetax . : 353805 100% 142,777 - 100%
. Income tax usmg the applrcable tax rate S ""106,1421 o 30% 42,833 | 30%
: Non-taxable 1tems v ST (106,142) o 7(42,833)

| 6 Cash

At 31 December 2004 and 2003 cash consrsted of a current account held w1th NBK

’ G Janat; PR
[ i '




-7 Loans to customers '

"o 4.00% to 4.96%).

g At 31 December 2004 treasury brlls of the Mrmstry of Fmance of the Republrc of Kazakhstan at’.
~ face value KZT 1,000 thousand were pledged as collateral for debt securrtres 1ssued (Note ll) At

$2 % JSC Kazakhstan Mortgage‘Company o
“Notes to the Fi inancial Statements ..
for the year ended 3 1 December 2004 .-

Loans to customers comprrse loans purchased from commercral banks and credrt 1nst1tutrons of the

: '_,Republrc of Kazakhstan. The loans comprise only KZT denommated mortgage loans due from
: individuals, residents of the Republlc of Kazakhstan.-All loans are secured by real estate collateral.
_ Loans are guaranteed by the issuing banks, who are obliged to take over any loan in the event of

default by the borrower Therefore no allowance for loan losses is provrded for the loan portfolro

. B ~"Loans to customers carry 1nterest at rates rangmg from B 5% to 3 2% plus an inflation index (2003 : c
-3 0% to 7.0% plus an inflation index). The inflation index ‘published by the Statistics Agency ofthe -~
Repubhc of Kazakhstan as of 31 December 2004 was 6. 7% (2003: 6. 8%) g
5 At31 December 2004 and 2003 no loans were placed on non-accrual basrs -

AL December 2004 the 10 largest customers accounted for 1% (KZT 253, 366 thousand) of the N
total loan portfolro and 8% of shareholder s equrty ; .

hgd At 31 December 2004 loans to customers include loans purchased from Astana Finance J SC under

]-'the prlot pro_1ect amountmg to KZT 13 727 thousand (2003 19 377 KZT thousand) (Note 12). K
At 31 December 2004 and 2003 all the loans to customers were pledged as collateral for\debtr TS
s ‘securrtres 1ssued CNote ll) o A Tl B oy ;" UL

'1 ‘ The maturity of the Company s loan portfolro is presented in note 19 whlch shows the remammg
e perrod from the reportmg date to the contractual maturrty of the loans comprrsrng the loan portfolro

8 Ava1lable for sale securltles e

CU2004 2003

: Debt mstruments lzsted el LR L KZT000 . KZT°000 :
" Treasury bills of the Mmrstry of Fmance e s 71,940454° - 526,802
Notes ofthe Natronal Bank ofthe Republrc ofKazakhstan Co 1082 121 1,331,887 :
2 i S ld 3022575 1,858,689

s The treasury bills of the Mrmstry of Fmance are KZT denommated treasury bills and guaranteed by .

 the Ministry of Finance of the Repubhc of Kazakhstan These treasury bills were purchased at face

‘value, have medium and long-term matunty perrods and coupon rates rangrng between 5.6% to

8.2% (2003 6.0% to 16. 0%) dependmg on the type of bond 1ssue

“The Notes of the Natronal Bank of the Repubhc of Kazakhstan notes have short-term maturrty‘

" periods and carry no rnterest and were 1ssued at drscounts rangmg from 3.57% to 5 lO% (2003

31 December 2003 no securrtres were pledged

. i
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9 Equlpmentk

KZT 000

, Cost

Atl January 2004
Addmons
Dlsposals

At 31 December 2004

_ Depreciation .
At January 2004
- Depreciation charge

. Disposals ,
At31'December 2004

Carrymg value
At 31 December 2004

At 31 December 2003 o

. Computer

| Vehicles

JSCKazakhstan Mortgage Company
Notes to the Financial Statements
Jor the year ended.3] December 2004

Office

- equipment

Other

Total

equipment

6,827
o 18,709, .
L (T44)

3,844

3,640

3,287
4,501
(415)

2,018
3,314
(42)

15,976
24,664
(1,201)

7,484

7,373

5,290

39,439

219,292 -

3,022

254

(727)

762
1,345

749
904
(109)

343
1,338
(32)

4,876
6,111
(868)

2,107

1,544

1,649

10,119

14473

4,819

5,377

5,829

3,641

29,320

,3,805 e

3,082

2,538

1,675

11,100

10 Intanglble assets

KZT’OOO

= Cost -

At 1 January 2004
< Additions

“‘At 31 Decemb'er 2004 5 ‘

, ‘Amortlsatlon
© At 1 January 2004
_ Amortisation charge
- At 31 December 2004

- Carrying value -

~ 'At31 December 2004 =
- At 31 December 2003

Software

19,550
27,143

46,693

368
7,259

7,627

39,066

19,182
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i A."11 Debt securltles lssued

. :[ JSC Ka:akhstah Mortgage Company " o ‘ ‘ l
- Notes to the Financial Statements " - ; =
for the year ena’ed 3 I December 2004 -

“ Debt secur_ltres rssued as of December 31 2004 and 2003 comprlsed KZT denommated mortgage SN

PR bonds

: B .The ﬂoatlng 1nﬂat10n rate is based on the 1nﬂat10n mdex for the prlor 12 months pubhshed by the
. Statistics Agency of the Repubhc of Kazakhstan and is rev1sed seml-annually accordmg to the date

._'ber’o‘f‘»“ fod o 5% 2o Maturlty g e e e el g £ Fa BETD g T BFER T
. issue” Placement date _“ date " Couponrate ' .~~~ ..2004 - . 2003 :
Tt e A SR L e R RZT000 KZT'000
1 18.11.2002-04,03.2004 . 11;10.2005 ~ 4.75% + floating inflation index - 1,544,693 = 1,016,221
72" 08.28.2003-27.11.2003  10.01.2013 - 1.8% + floating inflation index’ 2,764,152 . 3,068,609 -
3 04.122003-25.02.2004 - 4.01.2014_ -"1.0% + floating inflation index - 5,078,330 - 3,184,534
v 4" 12.03.2004-01.07.2004 - 4.01.2014 " - 0.5% + floating inflation index " 5,105,844 ~ -
-5 28.09.2004-09.12.2004  4.01.2009 ;' 0.39% + floating inflation index = * 5,174,051 -
6 15.07.2004-23.09.2004 4012011 0.39% + floating inflation index - 5,101,152+ - - ..
7

‘2. 122004-29 22004 10012011 01%+float1ng inflation index - 1,448,732 . -
DI R T e 56 g P 26216954 _ 7,269,364

o ‘These obllgatlons are secured by the loan agreements with customers and the related real estate’
_supporting these loans, as well as by the available- for-sale secur1t1es (Notes 7, 8) The issued debt
securrtres have payment pr10r1ty over other credrtors ek ~‘; B :

g »oflssue
Ay ««-12; Other liabilities _
e o ey e S G i g e e ©2004 2003
vEmployees RN REREANCE A e T G348 12877
",DuetoAstanaFmanceJSC forloanspurchased (Note 7) 13 2127 - ' 19,377
" Proféssional services . . 7 o Lo iDL o o 4347 A 3,777
- Taxes payable . FRT AR = v N It 5407 .. 2,100
" Other payables =~~~ 5062 . 1,436

62,731 .~ 39,567

o 13 Share capltal

e " ‘At 31 December 2004 and 2003 the authorlsed 1ssued and pald share capltal compr1sed of 250 000
s KZT denommated ordinary shares w1th a par value of KZT 10, OOO

[ Durmg 2003 the Company 1ssued 100 000 ordmary ‘shares at nommal value and recogmzed the

T ,/ :newly issued share capltal in these ﬁnancral statements at the amount of KZT 1, OOO 000 thousand

o 'The holders of ordmary shares are entltled to receive d1v1dends as declared Durmg 2004 and 2003

a . no d1v1dends were declared and pald to the shareholder g




"“?4-[2‘14 RlSk management |

“_i:,;_'Interest rate r1sk

‘ v_ quuldrty rrsk

L1qu1d1ty l‘lSk is the rrsk that an mstrtutron wrll be unable to meet its net fundrng requlrements
Had L1qu1d1ty risk can be caused by market drsruptrons or credrt downgrades which may cause certain

. ' sources of fundmg to dry up 1mmed1ately The Company maintains liquidity management with the
-~ objective of ensuring t that funds w1ll be avarlable at all times to honour all cash ﬂow obllgatlons as
T f;‘theybecomedue ISP 1l B o IR o Pt TN , e :

JSC Kazakhstan Mortgage Company

2 far the year ended 31 December 2004 .

L Rrsk management is an essentlal element of the Company s operatrons The major nsks faced by
* - -the Company are those related to credlt exposures hqundlty and movements in mterest rates. These
rlsks are managed in the followmg manner: h oF :

K ;‘1-~'»7Cred1t rlsk

v E - Credlt risk is the risk of default by a borrower or counterparty on therr obhgatron to the Company
S It arises prmcrpally from lendmg, treasury and leasmg activities.: - - :

: 'VThe Company structures the levels of credlt rlsk it undertakes by placrng limits on the amount of ,
risk accepted in- relation to one borrower, orgroups- of borrowers. Such risks are monitored ona .-

regular basis and subject to an annual or more frequent revrew Exposure to credrt risk is prlmarlly

L y ,managed in part by obtarnmg collateral

: Exposure to credit rlsk is’ also managed through regular analysrs of the ab111ty of borrowers and
- potential borrowers: to meet interest and caprtal repayment obllgatlons and by changmg these H
e lendlng lrmlts where appropnate ' : : ,

T

Tnterest rate risk is measured by the extent to whlch changes in market 1nterest rates 1mpact on .
. jmarglns and net interest income. To the extent the term structure of interest bearing assets differs '
* - from that of llabllltles net mterest mcome wnll 1ncrease or decrease as a result of movements in
w,f.;mterest rates.’ VR : D e ;i

:’,'»_,iThe Company manages thrs rlsk by usmg ﬂoatmg mterest rates based on- the inflation mdex
. published by. the Statistics Agency of the- Republrc of Kazakhstan for the Company s assets and -
. lrabllrtres See Note 18 “Average effectrve interest rates”. ; : . '

! ANote 19 “Maturlty analysrs” to these ﬁnancral statements analyses the assets and llab1lrt1es mto‘
e relevant matunty groupmgs ‘ LT e : . i

" Notes to the Financial Statements -




) Insurance

i Legal

_ Nattonal Bank af Kazakhstan ‘
~* Interest income on available-for-sale securmes

. Fee and comm1ssron expense 5

JSC Kaeakhstaa Mortgage Company -

15 Commitments and cqﬁﬁﬁg’éﬁéigsfz

i '.The insurance mdustry in the Repubhc of Kazakhstan isina developlng stage and many forms of :

. insurance protectlon common in other parts of the world are not yet generally available in .
- Kazakhstan: The ‘Company does not have full coverage for its premises and equipment, business
g mterruptlon or third party liability in respect of property or envnronmental damage arising from Xy
: f"faccxdents on Company s property or relatmg to Company operatlons ' : : '

s, Until the Company obtams adequate insurance coverage, there is a nsk that the loss or destructlon _
- of certain assets could have a materlal adverse effect on the Company s operatlons and- ﬁnancxalj .
1 posmon : 5 . i 4

In the ordmary course of busmess the Company is subJect to legal actions and complamts ‘
: ' Management believes that the ultimate liability, if any, arising from such actions or complaints will -
"+ " not have a material adverse effect on the ﬁnan01al cond1t10n or the results of future operatrons of the

E Taxatlon contlngencles

The taxatlon system in Kazakhstan is relatlvely new and is charactensed by numerous taxes andf ¥
© " frequently changing legislation whxch is often unclear, contrad1ctory, and subject to interpretation.
~ Often, differing interpretations exist among numerous taxation authorltles and Jurlsdlctlons Taxes
- - are subject to review and 1nvest1gat10n by ‘a number of authormes who are enabled. by law to
1mpose severe fines, penaltles and interest charges g Al dian 2 ’

3 :These facts may create tax’ nsks in - Kazakhstan substantlally more srgmﬁcant than in other
" countries. Management believes that it ‘has adequately prov1ded for. tax liabilities based on its -
5 rmterpretatlon of tax legrslatlon However the relevant authormes may have dlffermg mterpretatlonsr

' ) and the effects could be s1gmﬁcant ; Rt . : : . :

:':"';'16 Related party transactlons s

SuE Related partles are entmes controlled by NBK the sole shareholder of the Company Amounts '
- 1ncluded in the mcome statement 1n relatlon to transactlons w1th related partles are as follows

7 2004 TR 2003
KZT'000 - KZT'000

| TR N 66180{':?, ST S
.. Gain from revaluatlon of avallable-for-sale securmes” LN A N 13,266 0 T el e
. Fee and comm1ssxon expense ni o _q ' (1,050) : Crr)
'v'vj_-,.SubSldlaﬂeS of the Nattonal Bank of Kazakhstan e YR TR ‘ 7,
- General and administrative expenses Lo e 1 (45,268) -

(417)

Notes to the Financial Statements - . . w10
for the year ended 31 December 2004~ . - -




 JSC Kazakhstan Mortgage Compaﬁy
: Notes to the Financial Statements

i N At 31 December related party balances consrst of the followmg

2004

for the year ended 37 December 2004

2003

KZT’OOO KZT’000
- Due to the Natxonal Bank ofKazakhstan 'i’ o i T 596 Q‘L ' -
.~ Due to subsidiaries of the National Bank of Kazakhstan a :f 3,384 e e
- Treasury bills of the Ministry of Fmance L 1,940,454 : 526,802 -
i Notes of the Nat1onal Bank of the Republlc of Kazakhstan ©-01,082,121: 1,331,887
_17 Falr value of ﬁnanc1al 1nstruments
R | The Company estlmates the farr value of' lts ﬁnancxal assets at 31 December as follows '
' | SO 2004 s 1 e 2003
B . . e 3 Book value ; Fair value Book value ' Fair value
~Avarlable for-sale securmes ‘ - 3,022, 575 3,022,575 ¢ o 1,858,689 T 1,858,689
Loans to customers - 26 298,757 27 165,822 .. /8 178,255 . 8,608,428
.. Debt securities issued 26, 216 954" 25,631 675s 207,269,364 7,464,306

" This estimate of farr values 1s mtended to approxxmate the amount at Wl]lCh the above listed assets

‘- could. be exchanged in a current  transaction between - wrllmg partres -However, given the - - g
A, uncertainties and the use of subjective Judgment the fa1r values should not be 1nterpreted as being -

realxzable inan 1mmed1ate sale of the assets or settlement of lrablhtxes ;

B .: 18 Average effectrve mterest rates

E : ( ‘The table below drsplays the Company s 1nterest bearmg assets and llabrhtles at 31 December 2004

S and 2003 and their correspondmg average effective interest rates as at that date. These 1nterest rates
- are an approxrmatron of the ylelds to maturlty of these assets and habrlmes :

2004 2003

- Average effectlve

- Value Average effectlve O Valu)e
Ceoomel oo o ointerestrate o 0 interest rate
L KZT000 % ~ KZT’000 %
. Avazlablefor-salesecurltzes it SRR W TR B Yk ad
" weKZT S e 3,0225750 0 538% 1,858,689 7.24%
. Loans to customers SR LA BT T AT i gt T L
. -KZT' * 26,298,757 . 1452% - 8,178,255 13.85%
: Debtsecuntzes tssued pbe Sorghs g T Rk p, g D T o
'k_-KZT e 26,216,954 L T1T% 17,269,364 8.49%

i /m -
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. Net position as at 31 LT T e T T

* December 2004 CeT 165,189 606,625 - (112,402) - - 2,384,047 3,043,459

“Netpositionasat3l . o o T S T
December 2003 S - L720260 0 0 - (254,612) 1,262,365 2,728,134

- JSC Kazakhstari Mortgage Company
Notes to the Financial Statements

for the year ended 31 December 2004

19 Maturlty analy51s

The followmg table shows Company s ﬁnancml assets and habllmes by remammg contractual

maturlty dates as at 31 December 2004

Less than1l 3 months to 1 lyear to 5 years More than 5 Total

j : ~month S year o ~ - years
Assets ' Soe ez hes T E SR

Cashandcasheqmvalents fea 4. { 519 ’, . TRCIN T . v pim 519
- Loans to customers R 226 108 - - -0 1375598 24,697,051 26,298,757

Investment securities

available-forsale - 1134493 . 12,000 - 1,876,082 3,022,575
Other assets O PLIETES P B R LS R e S I S A R 1,293

o Totalassets 227,920 1,134,493 1,387,598 26,573,133 29,323,144

Llabllmes

Debtsecurities issued - 527,868 . 1,500,000 - 24,189,086 26,216,954

Other liabilities - .~~~ 62,731 .~ ..o L e 62,731

' Total liabilities - 762,731 527,868 .~ 1,500,000 ' 24,189,086 26,279,685




