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«KMMI™ AyauT» xayankepLuiniri KPMG Audit LLC
LUeKTeyni CepiKTecTiK 050051 Almaty, 180 Dostyk Avenue,
050051 Anmartel, [JocTbik a-nbi 180, E-mail: company@kpmg.kz

Ten./dakc 8 (727) 298-08-98, 298-07-08

Independent Auditors’ Report on Review of Interim Condensed
Financial Information

To the Board of Directors and Management Board of Mortgage organisation
Kazakhstan Mortgage Company JSC

Introduction

We have reviewed the accompanying interim condensed statement of financial position
of Mortgage organisation Kazakhstan Mortgage Company JSC (the “Company”) as at
30 June 2017, and the related interim condensed statements of profit or loss,
comprehensive income, changes in equity and cash flows for the six-month period then
ended, and notes to the interim condensed financial information (the “interim condensed
financial information”). Management is responsible for the preparation and presentation
of this interim condensed financial information in accordance with International Financial
Reporting Standard IAS 34 Interim Financial Reporting. Our responsibility is to express
a conclusion on this interim condensed financial information based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review
Engagements 2410 Review of Interim Financial Information Performed by the
Independent Auditor of the Entity. A review of interim condensed financial information
consists of making inquiries, primarily of persons responsible for financial and
accounting matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with International
Standards on Auditing and consequently does not enable us to obtain assurance that
we would become aware of all significant matters that might be identified in an audit.
Accordingly, we do not express an audit opinion.

«KMNMI™ Ayaute XKLIC, Kasakcranga TipkenreH xayankepLuinini wekTeyni cepikTectix, LUseyapua aaHHamacs! Goisitwa Tipkenred KPMG International
Cooperative ("KPMG Intemational’) kayeimaacTeifbiHa KipeTiH KPMG Tayencia dupmanap xeniciHii Myweci

KPMG Audit LLC, a company incorporated under the Laws of the Republic of Kazakhstan, a member firm of the KPMG network of independent
member firms affiliated with KPMG Intemational Cooperative (‘KPMG International’), a Swiss entity.
Document classification: KPMG Confidential
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Conclusion

Based on our review, nothing has come to our attention that causes us to believe that
the interim condensed financial information as at 30 June 2017 and for the six- month
period then ended is not prepared, in all material respects, in accordance with
International Financial Reporting Standard IAS 34 Interim Financial Reporting.

Certified A dito

of the Republic of Kazakhstan,
Auditor’s Qualification Certificate
No. Md-0000096 of 27 August 2012

KPMG Audit LLC .
State L;cence joconduct audft# 0000021 dated 6 December 2006 issued by the Ministry

Assel K‘halro\}a e ST
General Director'of KPMG Audit LLC
acting on the basis of the Charter

1 August 2017
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Mortgage organisation Kazakhstan Mortgage Company JSC

. Interim Condensed Statement of Profit or Loss for the six-month period ended 30 June 2017

e "‘-'f'_"f
Unaudited Unaudited
Six-month period Six-month period
ended ended
30 June 2017 30 June 2016
Note KZT’000 KZT’000

Interest income 4 8,067,673 9,398,913
Interest expense 4 (3,165,154) (4,919,004)
Net interest income 4,902,519 4,479,909
Fee and commission income 491 572
Fee and commission expense (109,730) (150,322)
Net fee and commission expense (109,239) (149,750)
Net foreign exchange loss (1,323) (64,243)
Other income 416,613 419,255
Operating income 5,208,570 4,685,171
Impairment losses 5 (930,741) (393,778)
Personnel expenses (816,136) (665,832)
General administrative expenses (791,842) (653,764)
Profit before income tax 2,669,851 2,971,797
Income tax expense (597,921) (625,467)
Profit for the period 2,071,930 2,346,330
Basic and diluted earnings per share, in KZT 16(c) 356 422

These interim condensed financial statements as set out on pages 4 to 31 were approved by
Management on 1 August 2017 and were signed on its behalf by:

‘/'—
d (P
Toktarkozha A. T.
Chief Accountant
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The interim‘condensed statement of profit or loss is to be read in conjunction with the notes to, and forming
part of, the interim condensed financial statements.
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Mortgage organisation Kazakhstan Mortgage Company JSC
fnfeum Condensed Statement of Comprehensive Income for the six-month period ended 30 June 2017

g I )
Unaudited Unaudited
Six-month Six-month period
period ended ended
30 June 2017 30 June 2016
KZT000 KZT*000
Profit for the peried 2,071,930 2,346,330
Other comprehensive loss, net of income tax
Items that are or may be reclassified subsequently to profit or
loss:
Revaluation reserve for available-for-sale financial assets:
Net change in fair value (115,556) (128,322)
Other comprehensive loss for the period, net of income tax (115,556) (128,322)
Total comprehensive income for the period 1,956,374 2,218,008

5

The interim condensed statement of comprehensive income is to be read in conjunction with the notes to, and
f rmmg.part of, the interim condensed financial statements.




1T )

il

W OGE AR

Mortgage organisation Kazakhstan Morigage Company JSC

[y W Interim Condensed Statement of Financial Position as at 30 June 2017
;{,‘;’.;‘:
Unaudited 31 December
30 June 2017 2016
Note KZT*000 KZT000
ASSETS
Cash and cash equivalents 6 31,030,268 38,665,521
Placements with banks and other financial institutions - 167,534
Available-for-sale financial assets 10,986,874 11,089,637
Loans to customers 7 50,737,679 56,535,641
Finance lease receivables 8 102,441,951 74,921,988
Current tax asset 2,937,498 3,201,687
Advances paid for acquisition and construction of real
estate 9 10,766,106 28,212,420
Assets to be transferred under finance lease
agreements 10 20,839,983 24,221,971
Construction in progress 11 10,968,980 9,229.741
Property and equipment 2,147177 2,186,810
Investment property 1,358,966 1,315,991
Other assets 4,770,524 4,783,924
Total assets 248,986,006 254,532,865
EQUITY AND LIABILITIES
Debt securities issued 12 34,116,171 37,334,185
Subordinated debt securities issued - 10,152,242
Other borrowed funds 13 32,467,764 35,159,984
Deferred income 14 108,559,216 109,964,767
Deferred tax liability 1,149,157 1,106,223
QOther labilities 15 15,462,368 9,813,706
Total liabilities 191,754,676 203,531,107
Equity 16
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 (1,321,734) {1,206,178)
Accumulated losses (10,733,178) (11,878,306)
Total equity 57,231,330 51,001,758
Total equity and liahilities 248,986,006 254,532,865

6

: _.'_I'h_e %p_terim condensed statement of financial position is to be read in conjunction with the notes to, and
iing part of, the interim condensed financial statements.
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CASH FLOWS FROM OPERATING ACTIVITIES
Interest receipts

Interest payments

Fee and commission receipts

Fee and commission payments

Other income receipts

Personnel expenses payments

General administrative expenses payments

(EIncrease) decrease in operating assets
Placements with banks and other financial institutions

Loans to customers

Advances paid for acquisition and construction of real estate

Assets to be transferred under finance lease agreements
Construction in progress

Other assets

Increase in operating liabilities

Other liabilities

Net cash from (used in) operating activities before income

tax paid
Income tax paid

Cash flows from (used in) operating activities

Interint Condensed Statement of Cash Flows for the six-month period ended 30 June 2017

Unaudited Unaudited
Six-month period  Six-month period
ended ended
30 June 2017 30 June 2016
KZT000 KZT000
6,413,878 8,242,561
(1,909.,615) (3,566,460)
364 511
(59,466) {141,511)
395,823 399,522
(634,834) (675,332}
(459,266) (364,737}
3,696,834 3,894,554
158,405 (9,280,175}
5,184,101 18,977,847
(327,000) (6,553,813)
{(6,321,606) (8,793,139)
(3,651,770) (8,089,395)
1,496,152 (504,182)
4,499,935 19,651
4,735,051 (10,328,652)
(290,798) (523,220}
4,444,253 {10,851,872)

7

o The .mteri.m_ condensed statement of cash flows is to be read in conjunction with the notes to, and forming
i pgg.t._o_f,_ the interim condensed financial statements.




Mortgage organisation Kazakhstan Mortgage Company JSC
Interim Condensed Statement of Cash Flows jor the six-month period ended 30 June 2017

s .-..{':_:'\:'*“

CASH FLOWS FROM INVESTING ACTIVITIES
Redemption and sale of available-for-sale financial assets
Purchase of property plant and equipment

Purchase of intangible assets

Proceeds from sale of investment property

Cash flows (used in) from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Repurchase/redemption of debt securities issued
Proceeds from debt securities issue

Redemption of subordinated debt securities issued
Receipts of other borrowed funds

Repayment of other borrowed funds

Proceeds from issuance of share capital

Cash flows (used in) from financing activities

Net {(decrease) increase in cash and cash equivalents

Effect of changes in exchange rates on cash and cash
equivalents

Cash and cash equivalents at beginning of the period

Cash and cash equivalents at end of the period (Note 6)

The interim condensed statement of cash flows is to be read in conjunction with the notes to, and forming

part of, the interim condensed financial statements.

Unaudited Unaudited
Six-month period  Six-month period
ended ended
30 June 2017 30 June 2016
KZT?000 KZ1°000

- 2,491,130

(873) (184,299

- (796)
- 14,600
(873) 2,320,635

{9,599,700) (10,000,000}
5,887,655 -
{10,000,000) -
- 41,592,292

(3,575,000) (7,208,333)
5,200,000 -
(12,087,045) 24,383,959
(7,643,665) 15,852,722
8412 65,659
38,665,521 26,811,589
31,030,268 42,729,970

8
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e F ,.“ :,'_';\@ Mortgage organisation Kazakhstan Morigage Company JSC
S Notés:to the Interim Condensed Financial Statements Jor the six-month period ended 30 June 2017
Background

Principal activities

The Mortgage organisation Kazakhstan Mortgage Company JSC (the “Company’’) was established
on 29 December 2000 in accordance with resolution number 469 of the National Bank of
the Republic of Kazakhstan (the “NBRK”) dated 20 December 2000. The principal activity of
the Company is the 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 transactions.
The activities of the Company are regulated by the National Bank of the Republic of Kazakhstan.

The Company’s official address is 98, Karasay Batyr st., 050012, Almaty, Kazakhstan.
The Company has a representative office in Astana.

Shareholders

As at 30 June 2017 and 31 December 2016 the Company is wholly-owned by National Management
Holding Baiterek JSC (“the Parent™).

Kazakhstan business environment

The Company’s operations are primarily located in the Republic of Kazakhstan. Consequently, the
Company is exposed to the economic and financial markets of the Republic of Kazakhstan, which
display emerging-market characteristics. Legal, tax and regulatory frameworks continue
development, but are subject to varying interpretations and frequent changes which together with
other legal and fiscal impediments contribute to the challenges faced by entities operating in the
Republic of Kazakhstan. The interim condensed financial statements reflect the management’s
assessment of the impact of the Republic of Kazakhstan business environment on the operations
and the financial position of the Company. The future business environment may differ from the
management’s assessment.

Basis of preparation

Statement of compliance

These interim condensed financial statements are prepared in accordance with International
Accounting Standard 34 Interim Financial Reporting (“IAS 34”). They do not include all of the
information required for full annual financial statements, and should be read in conjunction with
the financial statements of the Company as at and for the year ended 31 December 2016, as these
interim condensed financial statements provide an update of previously reported financial
information.

Basis of meastrement

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

Functional and presentation currency

The functional currency of the Company is the Kazakhstan 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.

The KZT is also the presentation currency for the purposes of these interim condensed financial
statements.

BXCept as indicated, financial information presented in KZT is rounded to the nearest thousand.

10
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S v Mortgage organisation Kazakhstan Mortgage Company JSC
R N(j‘}‘es m the Interim Condensed Financial Statements for the six-month period ended 30 June 2017

Basis of preparation, continued

Use of estimates and judgments

Management has made a number of estimates and assumptions relating to the reporting of assets
and liabilities and the disclosure of contingent assets and liabilities to prepare these interim
condensed financial statements in conformity with IAS 34. Actual results could differ from those
estimates.

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

In preparing these interim condensed financial statements the significant judgements made by
management in applying the Company’s accounting policies and the key sources of estimation
uncertainty are the same as those that applied to the Company’s financial statements for the year
ended 31 December 2016.

Significant accounting policies

The accounting policies applied by the Company in these interim condensed financial statements
are consistent with those applied by the Company in the financial statements for the year ended
31 December 2016.

Net interest income

Unaudited Unaudited
Six-month period Six-month period
ended 30 June 2017  ended 30 June 2016
KZT000 KZT000
Interest income
Finance lease receivables 2,918,875 1,545,236
Loans to customers 2,892,850 3,716,685
Cash and cash equivalents 1,615,999 2,730,315
Available-for-sale financial assets 574,217 530,969
Placements with banks and other financial institutions 1,902 857,326
Other assets 63,830 18,382
8,067,673 9,398,913
Interest expense
Debt securities issued (1,596,084) (2,897,832)
Other borrowed funds (1,290,340} (1,538,882)
Subordinated debt securities issned (247,758) (482,290)
Recognition of discount on long-term receivables (30,972) -
(3,165,154) (4,919,604)
Net inferest income 4,902,519 4,479,909

Interest income on finance lease receivables for the six-month period ended 30 June 2017 includes
amortisation of deferred income of KZT 1,405,551 thousand, unaudited (30 June 2016:
KZT 683,815 thousand) (Note 14).

11
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Unaudited Unaudited
Six-month period Six-month period
ended 30 June 2017  ended 30 June 2016
KZT’000 KZT000
Finance lease receivables (Note 8) {564,755) (107.419)
Loans to customers {Note 7) {348,230) 49,388
Other assets (17,756) (335,747)
{930,741) {393,778)
Cash and cash equivalents
Unaudited 31 December
30 June 2017 2016
KZT000 KZT'000
Nostro accounts with banks
National Bank of the Republic of Kazakhstan 2,908,189 .
- rated BB 9,115,644 11,754,995
- rated BB- 10,043,663 198
- rated B+ 50,635 28,346
- rated B 2,232,009 18,432,830
- rated B- 6,635,123 8,449,152
- rated D 2,525,730 2,525,730
- notrated 45,000 -
Total gross nostro accounts with other banks 33,555,998 41,191,251
Impairment allowance (2,525,730) (2,525,730)
Total net nostro accounts with banks 31,030,268 38,665,521
Total cash and cash equivalents 31,030,268 38,605,521

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 iis
repeated failures to process payment. As at 30 June 2017 and 31 December 2016 the Company
considers the nostro account held with KIB for the total amount of KZT 2,525,730 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 30 June 2017 the Company has three banks, unaudited, (31 December 2016: four banks)
whose balances exceed 10% of equity. The gross value of these balances as at 30 June 2017 is
KZT 24,837,133 thousand, unaudited (31 December 2016: KZT 34,027,974 thousand).

e v it o5ty o &
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- Mortgage organisation Kazakhstan Morigage Company JSC
Nm@ahe Interim Condensed Financial Statements for the six-month period ended 30 June 2017

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 within

the Republic of Kazakhstan.

All loans are secured by the underlying housing real estate,

Unaudited 31 December
30 June 2017 2016

KZT1°000 KZT000
Mortgage loans 53,940,438 59,421,900
Accrued interest 705,438 676,436
Gross loans to customers 54,645,876 60,098,336
Impairment allowance (3,908,197) (3,562,695)
Net loans to customers 50,737,679 56,535,641

Credit quality of mortgage loans

The following table provides information on credit quality of mortgage loans as at 30 June 2017
and 31 December 2016:

Unaudited 31 December
30 June 2017 2016

KZT°000 KZT 000
Mortgage loans
- not overdue 49,856,533 55,507,964
- overdue less than 30 days 1,762,465 1,809,108
- overdue 30-89 days 660,787 573,006
- overdue 90-179 days 234,386 453,656
- overdue 180-360 days 443,367 248,093
- overdue more than 360 days 1,688,338 1,506,509
Total mortgage loans to customers 54,645,876 60,098,336
Total impairment allowance on loans to customers (3,908,197) (3,562,695)
Total net loans to customers 50,737,679 56,535,641

As at 30 June 2017 carrying amounts of loans with full recourse and partial recourse to the seller
were KZT 7,086,310 thousand and KZT 22,130,759 thousand, respectively, unaudited
(31 December 2016: KZT 8,903,174 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.
Key assumptions and judgements for estimating foan impairment

As at 30 June 2017, the significant assumptions used in determining impairment losses for
mortgage loans are the same as those that applied to the Company’s financial statements for the

year ended 31 December 2016.

Movements in the loan impairment allowance are as follows:

Balance at the beginning of the period
Net charge (recovery), unaudited
Write-offs, unaudited

Exchange differences on translation

C Balance at the end of the period, unaudited

Unaudited Unaudited
Six-month Six-month
period ended period ended
30 June 2017 30 June 2016
KZT?000 KZT*000
3,562,695 3,764,985
348,230 {49,388)
- (1,241)
{2,728) -
3,908,197 3,714,356

13



Finance lease receivables

e Mortgage organisation Kazakhstan Morigage Company JSC
No;es.@&e Interim Condensed Financial Statements for the six-month period ended 30 June 2017

The components of net investments in finance lease as at 30 June 2017 and 31 December 2016 are

as follows:

Within one year

More than one year, but less than five years
More than five years

Minimum lease payments

Less unearned finance income

Less than one year

From one to five years

More than five years

Less unearned finance income, total
Impairment allowance

Net investments in finance lease

Credit quality of finance lease receivables

Unaudited 31 December
30 June 2017 2016
KZT’000 KZT’000
7,480,026 5,498,695
29.899.803 21,978,822
102,297,869 75,629,063
139,677,698 103,106,580
(3,323,995) (2,494,462}
(12,422,597) (9,421,510
(20,456,730} {15,800,950)
(36,203,322) {27,716,922)
(1,032,425) (467,670)
102,441,951 74,921,988

The following table provides information on credit quality of finance lease receivables as at 30 June

2017 and 31 December 2016:

Finance lease receivables under Own Programme

- not overdue

- overdue less than 30 days

- overdue 30-89 days

- overdue 180-360 days

- pverdue more than 360 days

Total finance lease receivables under Own Programme
Impairment allowance on finance lease under Own Programme
Net Finance lease receivables under Own Programme
Finance lease receivables under Nurly Zher Programme
- not overdue

- overdue less than 30 days

- overdue 30-89 days

- overdue 90-179 days

- overdue 180-360 days

- overdue more than 360 days

Total finance lease receivables under Nurly Zher Programme

Impairment allowance on finance lease receivables under Nurly
Zher Programme

Net finance lease receivables under Nurly Zher Programme
Total finance lease receivables

Total impairment allowance on finance lease receivables

Total net finance lease receivables

Unaudited 31 December
30 June 2017 2016
KZT000 KZT000
2,117,087 3,779,308
31,562 -
8,594 13,607
1,699,870 14,059
14,373 -
3,871,486 3,806,974
(218,212} (17,961)
3,653,274 3,789,013
92,128,278 68,535,299
6,510,321 2,426,263
839,163 551,727
106,862 43,497
7,352 11,223
10,914 14,675
99,602,890 71,582,684
(814,213) (449,709)
08,788,677 71,132,975
103,474,376 75,389,658
(1,032,425} (467,670)
162,441,951 74,921,988
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i\hl%the Interim Condensed Financial Statements for the six-month period ended 30 June 2017

Finance lease receivables, continued
Credit quality of finance lease receivables, continued

Movements in the finance lease receivables impairment allowance are as follows:

Unaudited Unaudited
Six-month Six-month
eriod ended eriod ended
¢ June 2017 0 June 2016
KZT000 KZT’000
Balance at the beginning of the period 467,670 338,459
Net charge, unaudited 564,755 107,419
Balance at the end of the period, unaudited 1,032,425 445,878

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 assets 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 ranging from 15 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.

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.

As at 30 June 2017 the largest advance payment was made to AGS-Plast LLC in the amount of
KZT 2,951,748 thousand, unaudited, for construction of residential premises in Almaty city, and
Baiterek Development JSC in the amount of KZT 2,000,000 thousand for construction and property
acquisition in Almaty, Aktobe, Aktau, Ust-Kamenogorsk and Karaganda, unaudited (31 December
2016: Elitstroy Almaty LLP in the amount of KZT 11,032,390 thousand for construction of athletic
village in Almaty under Nurly Zher programme).

Assets to be transferred under finance lease agreements

Assets to be transferred under finance lease agreements include housing real estate acquired and
constructed by the Company during the reporting period, which the Company intends to transfer to
lessees in 2017.

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

As at 30 June 2017 the largest micro districts acquired and constructed by the Company are located
in cities of Almaty, Shymkent, Kyzylorda, Aktobe and Aktau in the total amount of KZT
16,883,636 thousand, unaudited (31 December 2016: the largest micro districts acquired by the
Company locate in cities of Shymkent, Aktobe, Petropavlovsk, and Almaty in the total amount of
KZT 21,930,991 thousand).

Construction in progress

Construction in progress represents capitalised costs incurred by the Company during construction
of residential real estate in different regions of Kazakhstan as part of “Regions Development till
2020” program approved by the Decree #728 of the Government of the Republic of Kazakhstan
dated 28 June 2014. The Company will lease out the constructed real estate under finance lease
terms approved under this programme.

As at 30 June 2017 the largest construction projects relate to construction of micro district “Zhas
Kanat” located in Almaty in the amount of KZT 7,783,419 thousand, unaudited (31 December

;__-“2_016 micro districts “Assar” located in Shymkent and Zachagansk village in Uralsk in the amounts

KZT 2,983,500 thousand and KZT 2,983,480 thousand, respectively).
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' ND%&?:‘(Q the Interim Condensed Financial Statements for the siv-month period ended 30 June 2017

Debt securities issued

Debt securities issued as at 30 June 2017 and 31 December 2016 comprised USD and KZT
denominated bonds.

Unaudited 31 December

Maturity Effective 30 June 2017 2016
Emission date Nominal coupon rate rate KZT000 KZT000
KZ2C0Y07ES517  26.07.2020 8.5% 8.50% 10,353,047 10,350,981

1.00%+NBRK refinancing
rate (limited to maximum

KZ2C0Y08D913  23.12.2018 10%, minimum 6%) 12.62% 9,526,301 8,950,306

KZ2C0YO05ES503  26.07.2018 8.00% 8.00% 8,188,234 8,185,888

KZ2C0Y08E218  02.04.2020 7.00% 7.00% 6,048,589 7,121
0.01%+floating inflation

KZPC4Y10B547  15.01.2017  index (limited to 7.5%) 13.45% - 5.161.471

0.01%+floating inflation
KZPC2Y12B547 10.04.2017  index (limited to 7.5%) 7.42% 4.678.418

34,116,171 37,334,185

These obligations are secured by loan agreements with customers and the related real estate

supporting these loans (Note 7) with a principal amount of KZT 20,568,543 thousand, unaudited
(31 December 2016: KZT 21,793,626 thousand).

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

Other borrowed funds

Unaudited 31 December
30 June 2017 2016
KZT000 KZT000

Loan from National Management Holding Baiterek JSC 24,801,512 24,075,406
Loans from banks of the Republic of Kazakhstan 3,576,629 7,153,257
Due to the Government of the Republic of Kazakhstan 4,089,623 3,931,321
32,467,764 35,159,984

As at 30 June 2017 and 31 December 2016, other borrowed funds comprised loans from the Parent
under the programme "Regions Development till 2020" approved by the Decree #728 of the
Government of the Republic of Kazakhstan date 28 June 2014. 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 repayment of principal is at maturity. At
initial recognition the loans were recognised at fair value measured by applying a relevant market

interest rate to discount the contractual future cash flows. The discount on these loans recognised
as deferred income (Note 14).

During the six-month period ended 30 June 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 3,575,000 thousand (unaudited).
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Deferred income

Unaudited Unaudited
30 June 2017 30 June 2016
KZT’000 KZT1000

Balance at the beginning of the period 109,964,767 78,088,020
Deferred income from low-interest rate loans obtained during the
period (Note 13), unaudited - 33,486,061
Amortisation for the period, unaudited (1,405,551} (683,815)
Balance at the end of the period, unaudited 108,559,216 116,890,266

During six-month period ended 30 June 2016 the Company has recorded as deferred income the
benefits of KZT 33,486,061 thousand, provided by means of low interest rate on the loans from
National Management Holding 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 six-month period ended 30 June 2017, unaudited.

Other liabilities
Unaudited 31 December
30 June 2017 2016
KZT000 KZT'000

Payable for rights on loans acquired 6,263,007 0,418,389
Subsidies received from Minstry of Investments and

Development of the Republic of Kazakhstan 4,350,000 -
Dividends payable (Note 16 (b)) 926,802 -
Prepaid loans 901,431 795,817
Interest strip payable 866,397 1,017,687
Loan portfolios servicing fee payable 27,251 29,643
Professional services 10,860 10,275
Total other financial liabilities 13,345,748 8,271,811
Guarantee fees payable 1,253,899 133,414
Payables to employees 250,983 142,345
Contract enforcement fees payable 151,237 1,053,154
QOther taxes payable 34,341 19,928
Other non-financial liabilities 426,160 223,054
Total other non-financial liabilities 2,116,620 1,541,895
Total other liabilities 15,462,368 9,813,706

During the six-month period ended 30 June 2017 the Company has initiated a new line of
activity — it became an operator of a state - financed program for transfer of subsidies to refund a
part of the interest rate on the residential mortgage loans that the second-tier banks grants to the
population as a part of “Nurly Zher” Program. As a part of this Program, every year KZT 10,000,000
thousand will be allocated from the national budget of the Republic of Kazakhstan; in April 2017
the Company has received KZT 4,350,000 thousand of said amount. The Government refunds,
through the Company, subsidies up to 7% per annum of the interest rate on the borrower’s
residential mortgage loans provided by the second - tier banks.
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.Nol&‘ig the Interim Condensed Financial Statements for the six-month period ended 30 June 2017

Equity
Share capital, share premium and treasury shares

As at 30 June 2017 the authorised share capital comprises 6,331,380 shares including 250,000
treasury shares, unaudited, (31 December 2016: 5,811,380 shares including 250,000 treasury
shares). All shares have a nominal value of KZT 10 thousand.

During the six-month period ended 30 June 2017, 520,000 ordinary shares were issued and paid at
the par value of KZT 10 per share, unaudited.

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
accumulated loss brought forward. A distribution cannot be made if this would result in negative
equity or the Company’s insolvency.

During six-month period ended 30 June 2017, dividends in the amount of KZT 926,802 thousand
(KZT 146 per share) were declared, unaudited (during six-month period ended 30 June 2016: no
dividends were declared and paid).

Basic and diluted earnings per share

The calculation of basic and diluted earnings per share is based on the profit or loss for the period
attributable to ordinary shareholders and a weighted average number of ordinary shares outstanding
during the period.

Unaudited Unaudited
Six-month peried  Six-month period
ended ended
30 June 2017 30 June 2016
Profit for the period, in thousand of KZT 2,071,930 2,346,330
Weighted average number of ordinary shares 5,812,713 5,561,380
Basic and diluted earnings per share, in KZT 356 422

There are no potentially dilutive shares for the period ended 30 June 2017 (30 June 2016: nil).

Risk management

Management of risk is fundamental to the mortgage business and is an essential element of the
Company’s operations. The major risks faced by the Company are those related to market risk,
credit risk and liquidity risk.

As at 30 June 2017 there were no significant changes in relation to market and liquidity risks since
31 December 2016. Changes in credit risks are disclosed in respective notes.

Market risk
Interest rate risk
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:
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Notes to'the Interim Condensed Financial Statements for the sixv-month period ended 30 June 2017

17 Risk management, continued
(b) Liquidity risk, continued

As at 30 June 2017 included in the category “More than 5 years” are overdue loans to customers
and finance lease receivables with net book values of KZT 1,719,741 thousand and KZT 2,034,319
thousand, respectively, unaudited (31 December 2016: KZT 2,838,173 thousand

and KZT 2,664,709 thousand, respectively).

18 Related party transactions

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

Total remuneration included in employee compensation:

Unaudited Unaundited
Six-month peried  Six-month period
ended ended

30 June 2017 30 June 2016

KZT*000 KZT’000
Members of the Board of Directors 29,965 23,267
Members of the Management Board 48,558 43,140
78,523 66,407

The above amounts include non-cash benefits in respect of the members of the Management Board.
The outstanding balances and average interest rates as of 30 June 2017 and 31 Decemnber 2016 with
the members of the Management Board are as follows:

Unaudited
30 June Unaudited 31 December
2017 Average interest 2016 Average interest
KZT000 rate KZT1°000 rate

Interim Condensed
Statement of Financial Position

Loans to customers - - 16,646 10.72
Other liabilities 12,600 - 48,424 -

Amounts included in profit or loss in relation to transactions with the members of the Management
Board are as follows:

Unaudited Unaudited
Six-month period Six-month period
ended ended
30 June 2017 30 June 2016
KZT000 KZT?000
Interim Condensed Statement of Profit or Loss
Interest income - 765

(b) Transactions with other related parties
Other related parties include Baiterek Group, other state organisations and subsidiaries of the
Company.

The amounts below are included in the interim condensed statement of financial position as at 30
June 2017 and statement of financial position as at 31 December 2016 interim condensed statement
of profit or loss and interim condensed statement of comprehensive income for the six-month
periods ended 30 June 2017 and 2016:
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Morigage organisation Kazakhstan Mortgage Company JSC

Related party transactions, continued

Transactions with other related parties, continued

The balances with related parties as at 30 June 2017 include:

Placements with banks
Available-for-sale financial assets
Current tax asset

Advances paid for acquisition and
construction of real estate

Other assets

Debt securities issued
Other borrowed funds
Dividends payable
Deferred tax liability
Other labilities

Revaluation reserve for available-for-sale

financial assets

Notes d the Interim Condensed Financia Statements for the six-month period ended 30 June 2017

Unaudited Unaudited

Baiterek Group Other state organisations

Average Average

inferest rate, interest

KZT*000 % KZT*000 rate, %
- - 2,908,189 -
- - 2,379,039 6.51
- - 2,937,498 -
2,000,000 - - -
- - 165,795 -
7,790,320 7.21 16,740,432 7.80
24,801,512 7.13 4,089,623 8.00
926,802 - - -
- - 1,149,157 -
287,600 - 4,486,857 -
- - (362,032) -

The balances with related parties as at 31 December 2016 include:

Available-for-sale financial assets
Current tax asset

Advances paid for acquisition and
construction of real estate

Other assets

Debt securities issued
Suberdinated debt securities issued
Other borrowed funds

Deferred tax liability

Other liabilities

Revaluation reserve for available-for-sale
financial assets

Baiterek Group Other state organisations
Average Average
interest rate, interest rate,
KZT’000 Yo KZT1°000 Yo

- - 2,430,021 6.60

- - 3,201,687 -

1,007,820 - - -
- - 79,262 -
7,486,498 11.09 23,866,262 9.65
- - 3,396,179 9.76
24,075,406 7.13 3,931,321 8.00
- - 1,106,223 -

203,600 - 22,153 -

- - (315,991) -

25




e

9T

8LEPSY'S £89°676°6L £89°676°6L - -
SI9'6TL'ET 8FLISHE'ET 8FLSPEC] - -

1Z¥85€°0C POL LIV TE POLLOYTE - -

THE'9L6'1E 1LT°9T1°%¢ TL19TT'%E - -
STI'9TH8ST 7S8°T61°661 - yL8°986°01 8L6'S0Z°88T
080°966°¢ 080°966°¢ - - 080'966°¢
9ZF'6SH LY 1S6 THH°C01 - - 166° #7201
LOF'ESE Y 6L9°LEL'OS - - 6LY°LEL'QS
7.8°986°01 7L8°986°01 - $L48986°01 -

89T°0£0° 1€ 897°0£0°1€ - - 897°0£0°1¢
& N{BA I8 junowe 3800 aes $9[(EAIIAA
! dudired 0], paspIowE IO «10J-3[BIIBAY pue sugo§

.

£ 107 2unp GE papus posd YIHow-X1s ay) 10f SINWIDIS [IOWINLY] PaSUaPUO) HDH] 2if] O SAION

SOIIQe] [EIOUBLY IO

SPURY PAMOLIOG I9YID
PonSSt $aNLIN0DS 19T

S1985¢ [RIOUBUL} ISUIO)
SO[QRAIDID 9SBI SOUBULY
SISWOISND 0] SUBO]

§1985€ [RIOURLI] O]BS-10J-S[QE[IRAY
sjuspeatnba yseo pue yse)
000124

pAHIpNEU;

1/ 107 SUTL (€ 18 S8 SONI{IQR]] [BIOUBUI} PUE $}0SSE [RIOURUTY JO SON[BA J8J U sjunoure SUIANIED 2) Jno $)98 MO[aq 3[qel 9Y ],

a5 Auvduwie) aBoSuopy upisyyvIoy tioupsunio a3nSLop

SONJUA 1IBJ PUE SHOIEIHSSEP SUNUNONY

(v)

UONBIYISSE] SUNUNROIIE PUE SINJEA J18] :SIHI[IEI] pue s)asse [eueul] 6]



LT

058°97C"88 ZTU'RIG 06 TLL'816°06 - -

L18°1LT°8 118°1L2°8 [18°1.2°8 - - SIUIIE] [ElOUBULL IS0
LO¥*6TOYE ¥86°651°6¢ ¥86°651°6€ - - SpU paMOLIog 1910
08¥°0L8°6 TYT'TS101 TPTTSI01 - - PonssI SANLINOSS IGIP pajeuIpIoqng
760°650°9¢ S8I'PECLE SRIpEE’LE - - PONSSI $ALLIN0IS 1Ga(]
8LE'LYT'OST 05S9°LS6 P81 - LEG'6S0°TT £10°898°CLT

6TETLLS 6TELLS'E - - 6TE LIS $)9558 [RIOUBUL] IDII0
PEL'GIE LY 886°126'FL - - 3861 26'YL SO[RATO0SI S883] SIUBUL,]
€96°LTF S8 1#9°6€£6°9¢ - - 1+9°CE6 98 SISUIOISND O SUBO]
LEY680°TT LE9680°11 - LEG680°11 - §)asse [BIoUBUL) 3[es-10]-2[qE[IeAY
PES L] PES LOT - - PESLOT SHOHMTSUT [RIOURLIY JS30 PUR SHUBQ YA SIUIWIIR]J
125°699°8¢ 125°699°8¢ - - 126°¢99°8¢ sjua[eAINbS Useo pue yse)
\w WEA [Ty junoury 1509 IEs-I6]-3[(B[ICAY S3[qEAAIL 000.12Y

m& ZupAraed (210, PAsSILIOWE JIT[}() pue sugory

4

19107 10quua0a(] [ 38 S€ SONI[IQBI] [BIOUBUL] PUR S]2SSE [BIOUBUIJ JO San[BA I1e] pue sjunowte SuiA1es syj 0 s198 Mo[oq 3[qe) 9y I,

PaNuUIIEOod ‘SONfLA JIIB] PUE SUONEIIJIsSe[d Sunpunoxy  (v)

PONUIIUO0D ‘WO BIISSE[D SUNUNOIIE PUE SINBA JIE] SINI[IGEI] PUE $)ISSE [RDUBULY 6]

L FOT 2L (F papus poriad yiotu-x1s ayi J0f SIMAWBIDIS [DIDUDU]L PISUIPUOT) U] DIf] OF SFION
28 dupdwoy a3nSropy umisyynzny uonvsiunsio aSvdriopy

E~r Feri fBrl T B mi M B T ST e T %aw TR RT3 S RO g w0 m A & m - m—— e, — e



ey s
. -.;:""f Mortgage organisation Kazakhstan Mortgage Company JSC
Notes o the Interim Condensed Financial Statements for the six-month period ended 30 June 2017

19 Financial assets and liabilities: fair values and accounting classification,

(a)

(b)

continued
Accounting classifications and fair values, continued

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 Company
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 transaction
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 volatilities and
correlations. The objective of valuation techniques is to arrive at a fair value determination 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 common
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.

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 instrament
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.

Fair value hierarchy

The Company measures fair values using the following fair value hierarchy that reflects the
significance of the inputs used in making the measurements:

e 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
techniques 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 valuation
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 unobservable
adjustments or assumptions are required to reflect differences between the instruments.
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s Notes to the Interim Condensed Financial Statements for the six-month period ended 30 June 2017

Financial assets and liabilities: fair values and accounting classification,

continued

Fair value hierarchy, continued

The table below analyses financial instruments measured at fair value in the interim condensed
statement of financial position as at 30 June 2017 and statement of financial position as at
31 December 2016, by the level in the fair value hierarchy into which the fair value measurement

is categorised.

Financial assets

Available-for-sale financial assets

Unaudited
30 June 2017 31 December 2016
Level 2 Level 2
KZT?000 KZT°000
10,986,874 11,089,637
10,986,874 11,089,637

As at 30 June 2017 and 31 December 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

30 June 2017;

Unaudited

KZT000

Assets

Cash and cash equivalents
Loans to customers
Finance lease receivables
Liabilities

Debt securities issued
QOther borrowed funds

Total

Total fair carrying

Level 2 Level 3 values amount
31,030,268 - 31,030,268 31,030,268
44,406,112 547,355 44.953.467 50,737,679
67,459,426 - 67,459,426 102,441,951
31,976,342 - 31,976,342 34,116,171
20,358421 - 20,358,421 32,467,764
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Notes to the Interim Condensed Financial Statements for the six-month period ended 30 June 2017

19 Financial assets and liabilities: fair values and accounting classification,

(b)

20

continued

Fair value hierarchy, continued

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:

Total
Total fair carrying
KZ1°000 Level 2 Level 3 values 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
Capital management
Unaudited
30 June 2017 31 December 2016
KZT’000 KZT000

Tier 1 capital
Share capital 60,728,939 55,528,939
Reserve capital 2,734,447 2,734,447
Additional paid-in capital 5,822 856 5,822,856
Statutory accumulated losses for prior periods {12,805,108) (14,967,570)
Intangible assets (24,380) (37,249)
Fotal tier 1 capital 56,456,754 49,081,423
Tier 2 capital
Reserves on revaluation of available-for-sale financial assets (1,321,734) (1,206,178)
Subordinated debt securities issued - 1,990,893
Net profit for the current year in accordance with NBRK.
requirements 2,071,930 3,089,204
Total tier 2 capital 750,196 3,873,979
Total capital 57,206,950 52,955,402
Total statutory assets 248,986,006 254,532,865
Credit risk weighted assets and contingent liabilities 234,786,514 195,042,079
Operational risk 5,032,045 4,089,365
Total credit risk weighted assets and contingent liabilities plus
operational risk 239,818,559 199,131,444

ki ratio 0.227 0.193

k1-2 ratio 0.240 0.252

k1-3 ratio 0.239 0.266

The following table shows the composition of the capital position calculated in accordance with the

NBRK statutory rules.
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g R Morigage organisation Kazakhstan Morigage Company JSC

Notes to"the Interim Condensed Financial Statements for the siv-month period ended 30 June 2017

Capital management, continued

As at 30 June 2017 and 31 December 2016 the minimum level of ratios as applicable to the
Company are as follows:

-kl - 6%
-k1-2-6%
-k1-3-12%.

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 Republic of
Kazakhstan, and the Company’s revenues are derived {rom operations in, and connected with, the
Republic of Kazakhstan. The Chief Operating Decision Maker, in the case of the Company, the
Chairman of the Management Board, only receives and reviews the information on the Company
as a whole,
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