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32> COMMITMENTS AND CONTINGENCIES
In the normal course of business, the Group is a party to financial instruments with off-balance sheet risk in order to meet 
the needs of its customers. These instruments, involving varying degrees of credit risk, are not reflected in the consolidated 
balance sheet.

The Group’s maximum exposure to credit loss under contingent liabilities and credit commitments, in the event of 
non-performance or in the event of impairment by the other party where all counterclaims, collateral or security prove 
valueless, is represented by the contractual amounts of those instruments.

The Group’s uses the same credit control and management policies in undertaking off-balance sheet commitments as 
it does for on-balance operations.

As at 31 December 2007 provision for losses on contingent liabilities amounted to KZT 7,216 million (2006: KZT 
4,055 million).

The risk-weighted amount is obtained by applying credit conversion factor and counterparty risk weightings 
according to the principles employed by the Basle Committee on Banking Supervision.

As at 31 December 2006 the credit risk on contingent liabilities and credit commitments was covered by collateral of KZT 
87,740 million (2006: KZT 79,221 million). The collateral includes real estate, deposits and various other financial assets. 

As at 31 December 2007 and 2006, the nominal or contract amounts and risk-weighted amounts were:

Contingent liabilities 
and credit commitments
Guarantees issued and similar commitments	 	 94,582	 94,582	 91,683	 91,683
Letters of credit and other transaction related 

to contingent obligations	 	 90,510	 15,253	 92,413	 17,982

Commitments on loans and unused credit lines	 	 10,382	 10,382	 10,921	 10,921
Commitments on loans sold to  

JSC Kazakhstan Mortgage Company with recourse	 114	 114	 131	 131

				    195,588	 120,331	 195,148	 120,717

Capital commitments
As at 31 December 2007, capital commitments amounted to KZT 2,789 million (2006: 5,866 million).

Operating lease commitments 
There were no material rental commitments outstanding as at 31 December 2007 and 2006.

Fiduciary activities 
In the normal course of its business the Group enters into agreements with limited rights on decision making with clients 
for the management of assets in accordance with specific criteria established by clients. The Group may be liable for 
losses or actions aimed at appropriation of the clients’ funds if such funds or securities are not returned to the client. The 
maximum potential financial risk of the Group at any given moment is equal to the volume of the clients’ funds plus/
minus any unrealized income/loss on the client’s position. The management believes that the potential financial risk on 
securities held on behalf of the customers is not inherent to the Group. 

The Group also provides depositary services to its customers. As at 31 December 2007 and 2006 the Group had 
customer securities in its nominal holder accounts totaling:

on broker and dealer operations 5,203,455,006 deals totaling KZT 94,829 million (2006: 41,579,742 deals totaling >>
KZT 4,713 million).
on custodial operations 720,874,948 deals totaling KZT 20,929 million (2006: 726,520,661 deals totaling KZT >>
15,765 million).

Legal proceedings
From time to time and in the normal course of business, claims against the Group are received from customers and 
counterparties. Management is of the opinion that no material unaccrued losses will be incurred and accordingly no 
provision has been made in these consolidated financial statements.

Currently there are claims against the commercial banks from individuals in relation to hiding of additional 
commissions, obtained by loan agreements. In connection to this the NBRK issued instructions, which prescribe the 
requirement to disclose effective interest rates on loans to individuals. The management of the Bank believes that these 
claims do not have legal perspectives and from the moment of the instructions became effective the related points with 
effective interest rate were included to the loan agreements with customers. 

Taxation 
Commercial legislation of the countries where the Group operates, including tax legislation, may allow more than one 
interpretation. In addition, there is a risk of tax authorities making arbitrary judgments of business activities. If a particular 
treatment, based on management’s judgment of the Group’s business activities, was to be challenged by the tax 
authorities, the Group may be assessed additional taxes, penalties and interest. 

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

Operating environment 
The Group’s principal business activities are within the Republic of Kazakhstan. Laws and regulations affecting the 
business environment in the Republic of Kazakhstan are subject to rapid changes and the Group’s assets and operations 
could be at risk due to negative changes in the political and business environment.

33> SUBSEQUENT EVENTS
On 25 January 2008, LLP Investment Company East Capital officially changed its name to LLP Investment Group East 
Kommerts. 

On 19 February 2008, at the Meeting of the Board of Directors the decision to make an additional contribution to the share 
capital of JSC Kazkommerts Life through issue of 290,000 ordinary shares for total amount of KZT 290 million was made.

On 19 February 2008, at the Meeting of the Board of Directors the decision to make an additional contribution to the 
share capital of JSC OCOPAIM Grantum Asset Management through issue of 50,000 ordinary shares for total amount of 
KZT 500 million was made.

34> TRANSACTIONS WITH RELATED PARTIES
Related parties or transactions with related parties are assessed in accordance with IAS 24 “Related party disclosures”.

In considering each possible related party relationship, special attention is directed to the substance of the relationship, 
and not merely the legal form. Transactions between the Bank and its subsidiaries, which are related parties of the Bank, 
have been eliminated on consolidation and are not disclosed in this note. Details of transactions between the Group and 
other related parties are disclosed below:

31 Dec. 2007 31 Dec. 2006

	 Nominal 
amount 

(KZT million)

Risk weighted  
amount 

(KZT million)

	 Nominal amount 
(KZT million)

	 Risk weighted 
amount 

(KZT million)
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Loans to customers	 	 895	 2,506,698	 2,052	 1,752,776
> entities with joint control 

or significant influence over the entity	 	 117		  114

> key management personnel 
of the entity or its parent	 	 778		  1,938

> other related parties	 	 –		  –

Allowance for impairment losses	 	 33	 140,363	 50	 73,936
> entities with joint control 

or significant influence over the entity	 	 17		  15

> key management personnel 
of the entity or its parent	 	 16		  35

> other related parties	 	 –	 –	 –	 –

Investments in associates	 	 3,222	 3,222	 1,718	 1,755
> to associates	 		  3,222		  1,718

Customer accounts	 	 5,495	 895,083	 8,326	 687,806
> entities with joint control 

or significant influence over the entity	 	 1,087		  92

> associates	 		  22		  1,050
> key management personnel 

of the entity or its parent	 	 4,385		  7,062

> other related parties	 	 1		  122
Provision for guarantees 
and other off-balance 
sheet contingencies	 	 –	 7,216	 356	 4,055

> key management personnel 
of the entity or its parent	 	 –		  1

> other related parties	 	 –		  355
Commitments 
on loans 
and unused credit lines 	 	 482	 10,382	 651	 10,921

> entities with joint control or significant influence over the entity	 –		  215
> key management personnel of the entity or its parent	 482		  431
> other related parties	 	 –		  5
Guarantees issued 
and similar commitments	 	 18	 94,582	 7,142	 91,683

> key management personnel 
of the entity or its parent	 	 18		  30

> other related parties	 	 –		  7,112

31 Dec. 2007 31 Dec. 2006

	 Related party 
balances  

(KZT million)

Total category 
as per financial 

statements caption  
(KZT million)

	 Related party 
balances  

(KZT million)

Total category 
as per financial 

statements caption  
(KZT million)

Included in the consolidated income statement for the year ended 31 December 2007 and 2006 are the following 
amounts which arose due to transactions with related parties:

Interest income	 		  67	 316,458	 130	 147,250
Interest expense	 		  (438)	 (169,528)	 (258)	 (83,115)
Operating expenses	 		  (621)	 (31,200)	 (500)	 (19,053)

Short-term employee benefits	 	 621	 15,980	 500	 9,154
Provision on impairment losses on interest  

bearing assets, other transactions 
and guarantees 
and off balance sheet contingencies	 	 (365)	 (74,380)	 (354)	 (34,818)

Share of results of associates	 	 1,333	 1,333	 1,130	 1,130

Key management personnel compensation for the year ended 31 December 2007 and 31 December 2006 is 
represented by short-term employee benefits.

35> SEGMENT REPORTING

Business segments
The Group is organized on the basis of three main business segments:

Retail banking – representing private banking services, private customer current accounts, savings, deposits, >>
investment savings products, custody, credit and debit cards, consumer loans and mortgages.
Corporate banking – representing direct debit facilities, current accounts, deposits, overdrafts, loan and other credit >>
facilities, documentary credits, foreign currency and derivative products.
Investment banking – representing financial instruments trading, structured financing, and merger and >>
acquisitions advice.
Other – representing insurance operations and other activities.>>
Transactions between the business segments are on normal commercial terms and conditions. Funds are ordinarily 

reallocated between segments, resulting in funding cost transfers disclosed in operating income. Interest charged for these 
funds is based on the Group’s cost of capital. There are no other material items of income or expense between the business 
segments. Internal charges and transfer pricing adjustments have been reflected in the performance of each business. 
Revenue sharing agreements are used to allocate external customer revenues to a business segment on a reasonable basis.

Year ended 31 Dece.2007 Year ended 31 Dece. 2006

	 Related party 
transactions  

 (KZT million)

Total category 
as per financial 

statements caption  
 (KZT million)

	 Related party 
transactions  

 (KZT million)

Total category 
as per financial 

statements caption  
 (KZT million)



> 88

ANNUAL REPORT

>> 89

2007 Financial statements

Retail  
banking 

(KZT million)

Corporate 
banking  

(KZT million)

Investment 
banking  

(KZT million)

Other  
(KZT million)

Unallocated  
(KZT million)

Eliminations  
(KZT million)

As at and 
for the year ended  

31 Dec. 2007 
(KZT million)

Segment information about these businesses is presented below.

External interest income	 55,333	 240,792	 19,564	 582	 187	 –	 316,458
Internal interest income	 30,263	 36,407	 145,703	 –	 –	 (212,373)	 –
External interest expenses	 (25,115)	 (28,243)	 (116,724)	 –	 554	 –	 (169,528)
Internal interest expenses	 (36,922)	 (135,632)	 (39,819)	 –	 –	 212,373	 –
Net interest income before  

provision for impairment 
losses on interest 
bearing assets	 	 23,559	 113,324	 8,724	 582	 741	 –	 146,930

Provisions 
for impairment losses 
on interest bearing assets	 (9,904)	 (59,918)	 (134)	 –	 –	 –	 (69,956)

NET INTEREST INCOME	 13,655	 53,406	 8,590	 582	 741	 –	 76,974
Net gain on financial 

assets and liabilities 
at fair value though 
profit or loss	 	 –	 –	 21,627	 –	 –	 –	 21,627

Net loss on foreign 
exchange 
and precious  
metals operations		 2,240	 747	 (21,592)	 –	 –	 –	 (18,605)

Fee and commission income	 8,567	 12,229	 2,899	 (104)	 (33)	 –	 23,558
Fee and commission expense	 (1,009)	 (513)	 (388)	 (791)	 (12)	 –	 (2,713)
Net realized gain 

on investments  
available-for-sale		 –	 –	 41	 –	 –	 –	 41

Dividends received	 	 –	 –	 143	 2	 –	 –	 145
Other income	 	 209	 1,843	 707	 4,145	 15	 –	 6,919
Net non-interest income	 10,007	 14,306	 3,437	 3,252	 (30)	 –	 30,972
Operating 

income		  23,662	 67,712	 12,027	 3,834	 711	 –	 107,946

Operating 
expenses		  (15,986)	 (10,763)	 (2,681)	 (1,194)	 (576)	 –	 (31,200)

Profit before other 
operating provisions 
and results 
of associates 	 7,676	 56,949	 9,346	 2,640	 135	 –	 76,746

Provision for insurance 
and impairment losses 
on other transactions	 –	 –	 –	 (1,009)	 (229)	 –	 (1,238)

Provision for guarantees 
and other off-balance 
sheet contingencies	 –	 (3,084)	 (102)	 –	 –	 –	 (3,186)

Share of results of associates	 –	 –	 1,333	 –	 –	 –	 1,333
 Operating profit 

before income tax	 7,676	 53,865	 10,577	 1,631	 (94)	 –	 73,655

Income tax expense	 	 –	 –	 –	 –	 (15,904)	 –	 (15,904)
NET PROFIT		  7,676	 53,865	 10,577	 1,631	 (15,998)	 –	 57,751

Segment 
assets		  452,330	 1,914,005	 625,716	 9,717	 999,782	 (1,004,318)	 2,997,232

Segment 
liabilities		  309,679	 585,404	 1,758,867	 4,120	 961,153	 (971,706)	 2,647,517

Retail  
banking 

(KZT million)

Corporate 
banking  

(KZT million)

Investment 
banking  

(KZT million)

Other  
(KZT million)

Unallocated  
(KZT million)

Eliminations  
(KZT million)

As at and 
for the year ended  

31 Dec. 2006 
(KZT million)

External interest income	 19,119	 112,603	 14,594	 309	 625	 –	 147,250
Internal interest income	 10,879	 14,777	 61,125	 13	 40,026	 (126,820)	 –
External interest expenses	 (8,038)	 (10,033)	 (64,442)	 13	 (615)	 –	 (83,115)
Internal interest expenses	 (10,236)	 (60,338)	 (16,203)	 (13)	 (39,393)	 126,183	 –
Net interest income 

before provision 
for impairment losses 
on interest bearing assets	 11,724	 57,009	 (4,926)	 322	 643	 (637)	 64,135

Provisions for impairment 
losses on interest 
bearing assets	 	 (4,224)	 (28,282)	 (388)	 7	 –	 –	 (32,887)

Net interest income	 7,500	 28,727	 (5,314)	 329	 643	 (637)	 31,248
Net gain on financial 

assets and liabilities 
at fair value though 
profit or loss	 	 –	 –	 4,739	 5	 –	 –	 4,744

Net gain on foreign exchange 
and precious 
metals operations		 636	 390	 4,178	 2	 (2)	 –	 5,204

Fee and commission income	 5,263	 10,062	 2,921	 –	 –	 (709)	 17,537
Fee and commission expense	 (562)	 (482)	 (689)	 (566)	 (81)	 708	 (1,672)
Net gain on investments  

available-for-sale		 –	 –	 29	 –	 –	 –	 29

Dividends received	 	 –	 –	 83		  –	 –	 83
Other income	 	 16	 467	 9	 2,596	 25	 (71)	 3,042
Net non-interest 

income		  5,353	 10,437	 11,270	 2,037	 (58)	 (72)	 28,967

Operating 
income		  12,853	 39,164	 5,956	 2,366	 585	 (709)	 60,215

Operating 
expenses		  (6,782)	 (9,893)	 (1,159)	 (852)	 (1,076)	 709	 (19,053)

Profit before 
other operating 
provisions 
and results 
of associates 	 6,071	 29,271	 4,797	 1,514	 (491)	 –	 41,162

Provision for insurance 
and impairment losses 
on other transactions	 –	 –	 (52)	 (331)	 –	 –	 (383)

Provision for guarantees 
and other off-balance 
sheet contingencies	 –	 (2,022)	 474	 –	 –	 –	 (1,548)

Share of results 
of associates	 	 –	 –	 1,130	 –	 –	 –	 1,130

Operating profit 
before income tax	 6,071	 27,249	 6,349	 1,183	 (491)	 –	 40,361

Income tax expense	 	 –	 –	 –	 –	 (12,600)	 –	 (12,600)
 Net profit		  6,071	 27,249	 6,349	 1,183	 (13,091)	 –	 27,761

Segment assets		 261,708	 1,417,132	 765,227	 8,244	 764,773	 (775,228)	 2,441,856
Segment 

liabilities		  196,072	 491,734	 1,485,791	 3,351	 745,026	 (759,069)	 2,162,905
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Geographical segments 
Segment information for the main geographical segments of the Group is set out below for the years ended 31 December 
2007 and 2006.

Interest income	 	 290,137	 26,134	 187	 –	 316,458
Interest expense	 	 (87,918)	 (14,682)	 (66,928)	 –	 (169,528)
Provision on impairment losses 

on interest bearing assets	 (65,904)	 (4,052)	 –	 –	 (69,956)

Net gain on financial assets  
and liabilities at fair value 
through profit or loss	 20,343	 1,284	 –	 –	 21,627

Net loss on foreign exchange 
and precious metals operations	 (18,862)	 256	 1	 –	 (18,605)

Fee and commission income	 21,740	 1,818	 –	 –	 23,558
Fee and commission expense	 (2,341)	 (327)	 (45)	 –	 (2,713)
Net realized gain 

on investments available-for-sale	 41	 –	 –	 –	 41

Dividends received	 	 119	 26	 –	 –	 145
Other income	 		  5,956	 963	 –	 –	 6,919
OPERATING INCOME		  163,311	 11,420	 (66,785)	 –	 107,946

Interest income	 		  137,070	 9,555	 625	 –	 147,250
Interest expense	 		  (37,973)	 (5,134)	 (40,008)	 –	 (83,115)
Provision on impairment losses 

on interest bearing assets	 	 (31,284)	 (1,603)	 –	 –	 (32,887)

Net gain on financial assets 
and liabilities at fair value 
through profit or loss	 	 4,831	 (87)	 –	 –	 4,744

Net gain on foreign exchange 
and precious metals operations	 	 4,746	 461	 (3)	 –	 5,204

Fee and commission income	 	 15,738	 1,799	 –	 –	 17,537
Fee and commission expense	 	 (1,553)	 (38)	 (81)	 –	 (1,672)
Net realized gain on investments 

available-for-sale			  29	 –	 –	 –	 29

Dividends received	 		  83	 –	 –	 –	 83
Other income	 		  2,776	 266	 –	 –	 3,042
OPERATING INCOME		  94,463	 5,219	 (39,467)	 –	 60,215

External operating income has been allocated based on domicile of the company within the Group. 

  Kazakhstan 
(KZT million)

CIS 
(KZT million)

	 OECD Countries 
(KZT million)

Non-OECD Coun- 
tries (KZT million)

31 Dec. 2007 Total  
 (KZT million)

36> FAIR VALUE 
	 OF FINANCIAL INSTRUMENTS
Fair value is defined as the amount at which the instrument could be exchanged in a current transaction between 
knowledgeable willing parties in an arm’s length transaction, other than in forced or liquidation sale. The estimates 
presented herein are not necessarily indicative of the amounts the Group could realize in a market exchange from the sale 
of its full holdings of a particular instrument.

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

Loans and advances to and from banks – for assets and liabilities maturing within one month, the carrying amount 
approximates fair value due to the relatively short-term maturity of these financial instruments. For the assets and liabilities 
maturing in over one month, the fair value in relation to repurchase and reverse repurchase agreements was estimated as the 
fair value of collateral pledged and received. For all other loans and advances the carrying value approximates the fair value. 

Debt securities issued – market values have been used, where available, to determine the fair value of debt securities 
traded on an active market. 

Subordinated debt – market values have been used, where available, to determine the fair value of subordinated 
bonds issued and perpetual debt of Kazkommerts Finance 2 B.V. 

The fair value of financial assets and liabilities where the fair value does not approximate the carrying amount in the 
consolidated balance sheet of the Group are presented below:

Loans and advances to banks	 	 212,823	 212,912	 197,191	 203,318
Loans and advances from banks	 	 723,431	 727,605	 884,301	 890,812
Debt securities issued	 		  739,688	 615,520	 424,162	 434,851
Subordinated debt	 		  108,166	 106,688	 78,922	 79,928

Financial assets and liabilities at fair value through profit or loss and investments available-for-sale are carried at fair value 
in the consolidated balance sheet. The carrying amounts of cash and balances with national (central) banks, investments 
held to maturity and customer accounts approximates fair value due to the short-term nature of such financial instruments. 
It was not practicable to the Group to estimate the fair value of its loans to customers and other borrowed funds. 

37> REGULATORY MATTERS
Quantitative measures established by regulation to ensure capital adequacy require the Group to maintain minimum 

amounts and ratios of total and tier 1 capital to risk weighted assets.
Capital adequacy requirements are set by the FMSA and controlled using the principles, methods and factors identified 

by the Basle Committee on Banking Supervision.

31 Dec. 2007 31 Dec. 2006

	 Carrying  
value  

(KZT million)

Fair  
value  

(KZT million)

	 Carrying  
value  

(KZT million)

Fair  
value  

(KZT million)

  Kazakhstan 
(KZT million)

CIS 
(KZT million)

	 OECD Countries 
(KZT million)

Non-OECD Coun- 
tries (KZT million)

31 Dec. 2007 Total  
 (KZT million)
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  31 Dec. 2007 
(KZT million)

31 Dec. 2006 
(KZT million)

Change 
(KZT million)

31 Dec. 2006 
(KZT million)]

31 Dec. 2005 
(KZT million)

Change 
(KZT million)

а According to the principles applied by Basle Committee.
b As at 31 December 2007 and 2006 the Group included in the computation of total capital for capital adequacy purposes the subordinated debt received, which 

is limited to 50% of Tier 1 capital. In the event of bankruptcy or liquidation of the Bank, repayment of this debt is subordinate to the repayments of the Bank’s 

liabilities to all other creditors.

During year 2007 and 2006 the Group complied with all set capital requirements. 
The capital adequacy ratio was calculated according to the principles employed by the Basle Committee by applying 

the following risk estimates to the assets and off-balance sheet commitments net of allowances for losses:

Estimation		  Description of position

 0%		Cash and balances with national (central) banks
 0%	State debt securities
 20%		 Loans and advances to banks for up to 1 year
100%	 Loans to customers
100%	 Guarantees
 50%		 Obligations and commitments on unused loans with the initial maturity of over 1 year
100%	 Other assets

39> RISK MANAGEMENT POLICIES
Management of risks is fundamental to the Group’s business. The risk management functions include: 

Risks identification: The risks, which the Group is exposed to in its daily activities, are identified by the risk >>
management system.
Measuring risks: The Group measures the risks using various methodologies, which include risk based profitability >>
analysis, calculation of possible loss amounts, and utilization of specialized models. Measurement models and associated 
assumptions are periodically reviewed to ensure that the tools represent the risks adequately and reasonably. 
Risk monitoring: Group’s policies and procedures determine the processes on mitigating and decreasing the risks and >>
set the limits on various types of operations. Such limits are reviewed on a periodic basis specified by internal 
documents of the Group.
Risk reporting: Risk reporting is performed on a line of business and on a consolidated basis. This information is >>
periodically presented to the management.
The main risks inherent to the Group’s operations are those related to:
Credit risk;>>
Operational risk;>>
Liquidity risk;>>
Market risk;>>

Credit risk
The Group is exposed to credit risk which is the risk that a counterparty to a financial instrument will fail to discharge an 
obligation and cause the other party to incur a financial loss.

Risk management and monitoring is performed within set limits by the Credit Committees and Board of the Group. 
Risk management coordination is performed by the risk management specialist or Risk Management Department. Daily 
risk management is performed by the Head of the Credit Departments or Credit Divisions of branches and subsidiaries. 

While considering loan applications of corporate borrowers, the related Credit Committees take into account the 
analysis and conclusions of risk management, collateral valuation, legal and security departments. For the purpose of 
credit risk analysis, certain of the Group divisions use rating models which are based on assumptions and methodologies 
utilized by the international rating agencies. 

 While considering loan application of individuals and small businesses, the Group uses a standardized decision making 
approach on granting the loans. The approach includes the application of standard terms and criteria, which are set by the 
relevant credit committees. The standardized approach to evaluate the creditworthiness of the borrower includes the use 
of scoring models for some types of products. The scoring models result in a more efficient application process, decreased 
operating expenses as well as decreased operational risks, due to the removal of significant amounts of subjectivity. 

The Group determines the level of credit risk it undertakes by setting limits on the amount of risk accepted in relation 
to one borrower, or groups of borrowers, and to industry and geographical segments. Limits on the level of credit risk by 
a borrower and a product, by industry sector and by region are approved by the Credit Committee. The exposure to any 
individual borrower is further restricted by sub-limits covering on and off-balance sheet exposures which are set by the 
Credit Committee.

Off-balance sheet credit commitments represent unused portions of credit in the form of loans, guarantees or letters 
of credit. The credit risk of off-balance sheet financial instruments is defined as the probability of losses due to the inability 
of the counterparty to comply with the contractual terms and conditions. With respect to credit risk on off-balance sheet 
instruments, the Group is potentially exposed to a loss in an amount equal to the total unused commitments. The actual 
amount of this loss is likely to be less than the total unused commitments since the commitments are contingent upon 
customers maintaining certain credit standards. The Group applies the same credit policy to contingent liabilities as it 
does to the on-balance sheet financial instruments.

Operational risk
The Group is exposed to operational risk which is the risk of losses that can be a result of any system inefficiencies or 
breaks of internal processes, systems, presence of human error or effect of any external negative factor. At present times 
the Group uses following tools to manage the operational risk, which comply with the best world banking practices.

Risk self assessment (“RSA”);>>
New processes, products and system assessments (“ORAP”);>>
Operational losses database (“CLD”);>>
Key operational risk controls (“KORC”); and>>
Key risk indicators (“KRI”).>>
The operational risk management tools allow the Group to identify those banking activities that are most vulnerable 

to operational risks, to evaluate and monitor losses of the Group arising from operational risk and to set relevant controls. 
They are also used to develop preventive and detective tools as well as measures for decreasing the level of risk.

Composition of regulatory capitala: 

Tier 1 capital: 	
Share capital (ordinary shares)	 5,749	 5,748	 1	 5,748	 3,750	 1,998

Share premium reserve	 152,855	 152,534	 321	 152,534	 15,902	 136,632
Retained earnings	 	 84,843	 58,763	 26,080	 58,763	 40,481	 18,282
Current income 	 	 55,963	 25,985	 29,978	 25,985	 18,392	 7,593
Minority interest	 	 12,552	 15,272	 (2,720)	 15,272	 6,976	 8,296
Goodwill	 	 (2,405)	 (2,405)	 –	 (2,405)	 (2,405)	 –
Innovation 

instruments 	 	 11,900	 12,546	 (646)	 12,546	 13,286	 (740)

Total qualifying 
tier 1 capital		 321,457	 268,443	 53,014	 268,443	 96,382	 172,061

Property and equipment 
revaluation reserve	 5,981	 2,458	 3,523	 2,458	 1,519	 939

Share capital 
(preferred shares)		 1,249	 1,247	 2	 1,247	 1,247	 –

Subordinated debt b	 	 86,617	 52,997	 33,620	 52,997	 28,495	 24,502
Total qualifying 

tier 2 capital		 93,847	 56,702	 37,145	 56,702	 31,261	 25,441
Total capital		  415,304	 325,145	 90,159	 325,145	 127,643	 197,502
Ratio of tier 1 capital adequacy	 11.72%	 12.37%	 (0.65)%	 12.37%	 10.36%	 2.01%
Capital adequacy ratio	 15.15%	 14.98%	 (0.17)%	 14.98%	 13.73%	 1.26%

38> CAPITAL RISK MANAGEMENT
The Group manages its capital to ensure that entities in the Group will be able to continue as a going concern while maximising the return to 
stakeholders through the optimisation of the debt and equity balance.

The capital structure of the Group consists of debt, which includes subordinated debt disclosed in Note 31, and equity attributable to 
equity holders of the parent, comprising issued capital, reserves and retained earnings as disclosed in the consolidated statement of changes 
in equity.

The Management Board of the Bank reviews its capital structure on quarterly basis. Based on the recommendations of the Management 
Board by making decisions on the Board of Directors or shareholders meeting, the Group balances its overall capital structure through new 
share issues, issues of new debt or the redemption of existing debt, and the payment of dividends. 

The Group’s overall capital risk management policy remains unchanged from 2006.
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Financial assets at fair value 
through profit or loss	 11,321	 44,627	 72,488	 13,878	 14,995	 31,467	 188,776

Loans and advances to banks	 –	 106,297	 17,577	 2,755	 38,344	 47,850	 212,823
Loans to customers	 	 –	 –	 –	 242	 6,438	 2,359,655	 2,366,335
Investments available-for-sale	 –	 –	 –	 1,537	 289	 1,210	 3,036
Investments held to maturity	 –	 –	 –	 –	 317	 58	 375
 

Financial assets at fair 
 value through profit or loss	 96,649	 126,862	 8,374	 42,645	 29,977	 18,111	 322,618

Loans and advances to banks	 –	 23,210	 835	 878	 88,011	 84,257	 197,191
Loans to customers	 	 –	 –	 –	 325	 3,713	 1,674,802	 1,678,840
Investments available-for-sale	 –	 –	 –	 945	 311	 1,372	 2,628
Investments held to maturity	 –	 –	 –	 14	 304	 39	 357

Financial statements

Maximum exposure
The Group’s maximum exposure to credit risk varies significantly and is dependent on both individual risks of certain 
financial assets and general market economy risks.

The following table presents the maximum exposure to credit risk of financial assets and commitments. For financial 
assets the maximum exposure equals to a carrying value of those assets prior to any offset or collateral. For financial 
guarantees and other commitments the maximum exposure to credit risk is the maximum amount the Group would have 
to pay if the guarantee was called on or in the case of commitments, if the loan amount was called on. The information in 
relation to financial guarantees and other contingent liabilities is disclosed in Note 32. 

Financial assets at fair value through profit or loss	 188,776	 –	 188,776	 –	 188,776
Loans and advances to banks	 212,823	 (15,038)	 197,785	 (799)	 196,986
Loans to customers	 	 2,366,335	 (40,867)	 2,325,468	 (1,604,068)	 721,400
Investments available-for-sale	 3,036	 –	 3,036	 –	 3,036
Investments held to maturity	 375	 –	 375	 –	 375

Financial assets at fair value through profit or loss	 322,618	 –	 322,618	 –	 322,618
Loans and advances to banks	 197,191	 (49,055)	 148,136	 (45,869)	 102,267
Loans to customers	 	 1,678,840	 (9,081)	 1,669,759	 (1,108,429)	 561,330
Investments available-for-sale	 2,628	 –	 2,628	 –	 2,628
Investments held to maturity	 357	 –	 357	 –	 357
1 A description of the collateral presented on loans to customers is included in Note 17.

As at 31 December 2007 loans and advances to banks also include loans under reverse repurchase agreements in 
amount of KZT 679 million (2006: KZT 45,505 million). 

As at 31 December 2007 loans to customers include loans under reverse repurchase agreements in amount of KZT 
20,549 million (2006: KZT 35,020 million).

As at 31 December 2007 financial assets at fair value through profit or loss also include securities collateralized under 
repurchase agreements with total fair value of KZT 82,147 million (2006: KZT 262,008 million).

In instances where one party to a financial instrument fails to fully or partially discharge a credit obligation, the Group 
has the right to ensure fulfillment of these obligations through the:

joint sale of the pledged assets;>>
transfer of ownership rights on pledged assets in accordance with the established law; >>
disposal of pledged assets through extrajudicial procedures through a tendering process; and >>
exercising of the charge on pledged assets through judicial procedures;>>
Where there is a joint sale of the pledged assets, the Group normally uses a tripartite agreement with the borrower 

and acquirer of the pledged assets. Under this agreement the acquirer of the pledged assets has an obligation to repay 
the full amount of the outstanding debt; the borrower has an obligation to transfer the right of ownership of the assets to 
the acquirer, and the Group releases the obligation from the borrower and removes the pledge over the assets. 

Per certain collateral agreements, the Group has the right to dispose of assets pledged through extra judicial 
procedures. These procedures include the sale of assets through a tendering process. The sale of property takes 
approximately 3 months. The sale of assets pledged under mortgage loan agreements is performed through tenders 
organized by a person empowered to act on the behalf of the Group. 

The Group exercises the charge on pledged assets through judicial procedures if it is impossible or inefficient to use 
alternative methods or where the seizure of assets pledged is required in order to protect the rights on the Group.

Financial assets are graded according to the current credit rating of international rating agencies. The highest possible 
rating is AAA. Investment grade of the financial assets have ratings from AAA to BBB. Financial assets which have ratings 
lower than BBB are classified as a speculative grade.

  Maximum 
exposure 

(KZT million)

Offset 
(KZT million)

Net exposure 
after offset 

 (KZT million)

Collateral 
pledged1 

(KZT million)

31 Dec. 2007 
Net exposure 

after offset and 
collateral  

(KZT million)

  Maximum 
exposure 

(KZT million)]

Offset 
(KZT million)

Net exposure 
after offset 

 (KZT million

Collateral 
pledged1 

(KZT million)

31 Dec. 2006 
Net exposure 

after offset and 
collateral  

(KZT million)

AAA АА A  BBB <BBB Not 
Rated

31 Dec. 2007  
Total 

(KZT million)

AAA АА A  BBB <BBB Not 
Rated

31 Dec. 2006  
Total 

(KZT million)

The banking industry is generally exposed to credit risk through its financial assets and contingent liabilities. Main 
credit risk exposure of the Group is concentrated within the Republic of Kazakhstan. The exposure is monitored on a 
regular basis to ensure that the credit limits and credit worthiness guidelines established by the Group’s risk management 
policy are not breached.

The Group enters into numerous transactions where the counterparties are not rated by international rating agencies. 
The Group has developed internal models, which allow it to determine the rating of counterparties, which are comparable 
to ratings of international rating agencies. These models include rating models for corporate customers and scoring 
models for individuals and small business. 

Rating model
The Group has developed an internal rating model, based on the principles and methods used by international rating agencies 
for the assessment of credit risk of corporate borrowers. The rating of corporate borrower is based on an analysis of the 
financial ratios of the borrower, and an analysis of the market and industry sector, in which the borrower operates. The model 
also takes into consideration various qualitative factors, such as management efficiency and borrower’s market share. 

The application of the internal rating model results in a standardized approach in the analysis of corporate borrowers 
and provides a quantitative assessment of the creditworthiness of a borrower that does not have a rating from an 
international rating agency. The model takes into account specific local market conditions.

The quality of the internal rating model is examined on a regular basis through an assessment of both its effectiveness 
and validity. The Group revises the model when deficiencies are identified.

Scoring models
The Group uses scoring models as a statistical tool to assess the future creditworthiness of new and existing borrowers of 
the Group. Scoring models are applied for assessment of the credit risk of individuals and small business enterprises. 

 The scoring models interpret socio-demographic and financial indicators, behavioural variables, the credit history of 
borrowers and historic data from external sources, such as Credit Bureau reports. Each of the parameters inserted into 
scoring model has a numeric value, the sum of which represents the borrower’s internal credit score (rating). The assigned 
score reflects the probability of default of the borrower. 

The scoring models standardize and automate the process of decision making and decrease the operating expenses 
and operational risks of the Group. The scoring model is also used in the internal management decision making process 
as it permits the forecasting of profits and losses of the credit departments. The scoring model is assessed on a continual 
basis for its effectiveness and validity. 

The Group applies internal rating and scoring methodologies to specific corporate loans and groups of retail and small 
business loans, which incorporate various underlying master scales that are different from that used by international rating 
agencies. The scoring methodologies are tailor-made for specific products and are applied at various stages over the life of the 
loan. As a result, it is not possible to make a cross-product score comparison which would agree to the outstanding balance of 
loans to customers per the consolidated balance sheet. As such, more detailed information is not being presented.

The following table details the credit ratings of financial assets held by the Group:
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LIABILITIES:	
Loans and advances from banks	 118,412	 46,844	 551,534	 6,641	 723,431
Customer accounts	 770,799	 32,548	 82,248	 9,488	 895,083
Derivative financial instruments	 3,078	 37	 4,445	 170	 7,730
Debt securities issued	 –	 70,142	 667,372	 2,174	 739,688
Other borrowed funds	 12,928	 2	 136,004	 –	 148,934
Provisions	 10,550	 88	 –	 –	 10,638
Deferred income tax liability	 30,486	 10	 –	 –	 30,496
Dividends payable	 –	 2	 –	 –	 2
Other liabilities	 9,309	 1,679	 2,851	 6	 13,845
Subordinated debt	 29,125	 –	 79,041	 –	 108,166
Total liabilities	 984,687	 151,352	 1,523,495	 18,479	 2,678,013

NET POSITION	 1,161,169	 222,675	 (1,207,101)	 142,476	

Geographical concentration
The relevant Credit Committees exercise control over the risk in the legislation and regulatory arena and assesses its 
influence on the Group’s activity. The Group sets country limits for all countries with ratings below A- according to the 
Standard and Poor’s classification.

The Management of the Group considers the main segment to be the Republic of Kazakhstan.
The geographical concentration of assets and liabilities is set out in tables below:

ASSETS:
Cash and balances 

with national (central) banks 	 144,174	 7,868	 16,106	 –	 168,148

Financial assets at fair value 
through profit or loss	 66,429	 11,261	 110,923	 163	 188,776

Loans and advances to banks	 28,401	 45,380	 139,042	 –	 212,823
Loans to customers	 1,855,687	 303,936	 46,011	 160,701	 2,366,335
Investments available-for-sale	 3,036	 –	 –	 –	 3,036
Investments held to maturity	 317	 58	 –	 –	 375
Investments in associates	 3,222	 –	 –	 –	 3,222
Goodwil	 2,405	 –	 –	 –	 2,405
Property, equipment and intangible assets 	 31,974	 2,285	 –	 –	 34,259
Other assets	 10,211	 3,239	 4,312	 91	 17,853
Total assets	 2,145,856	 374,027	 316,394	 160,955	 2,997,232

Financial statements

  Kazakhstan 
(KZT million)

CIS 
(KZT million)

	 OECD countries 
 (KZT million)

Non-OECD countries 
(KZT million)

31 Dec. 2007 
Total (KZT million)

  Kazakhstan 
(KZT million)

CIS 
(KZT million)

	 OECD countries 
 (KZT million)

Non-OECD countries 
(KZT million)

31 Dec. 2007 
Total (KZT million)

The following table details the carrying value of assets that are impaired and the ageing of those that are past due but 
not impaired in KZT million:

 Financial assets past due but not impaired 31 December 2007

Neither past due 
nor impaired 

0-3 months 3-6 months

  

6 months 
to 1 year 

Greater than 
1 year

Financial assets 
that have been 

impaired

Total

Financial assets at fair value 
through profit or loss	 188,776	 –	 –	 –	 –	 –	 188,776

Loans and advances to banks	 188,806	 –	 –	 –	 –	 24,017	 212,823
Loans to customers	 	 940,145	 5,064	 –	 –	 –	 1,421,126	 2,366,335
Investments available-for-sale	 3,036	 –	 –	 –	 –	 –	 3,036
Investments held to maturity	 375	 –	 –	 –	 –	 –	 375

Financial assets at fair 
value through profit or loss	 322,618	 –	 –	 –	 –	 –	 322,618

Loans and advances to banks	 182,422	 –	 –	 –	 –	 14,769	 197,191
Loans to customers	 	 956,110	 2,624	 –	 –	 –	 720,106	 1,678,840
Investments available-for-sale	 2,628	 –	 –	 –	 –	 –	 2,628
Investments held 

to maturity	 	 357	 –	 –	 –	 –	 –	 357

 Financial assets past due but not impaired 31 December 2006

Neither past due 
nor impaired 

0-3 months 3-6 months  6 months 
to 1 year 

Greater than 
1 year

Financial assets 
that have been 

impaired

Total

In the table above, loans to customers are classified as impaired when provided for under the Group’s internal policies. 
Provision rate on these loans ranges from 2% to 100%. As at 31 December 2007, of the KZT 1,421,126 million (2006: 
KZT 720,106 million) of impaired loans to customers, KZT 1,265,283 million (2006: KZT 615,012 million) are classified 
as satisfactory and for which the provision rate is 5%. 

  Kazakhstan 
(KZT million)

CIS 
(KZT million)

	 OECD countries 
 (KZT million)

Non-OECD countries 
(KZT million)

31 Dec. 2006 
Total (KZT million)

ASSETS:	
Cash and balances 

with national (central) banks	 189,711	 6,814	 12,480	 –	 209,005

Precious metals	 –	 –	 807	 –	 807
Financial assets at fair 

value through profit or loss	 84,385	 8,295	 229,938	 –	 322,618

Loans and advances to banks	 63,574	 91,693	 41,924	 –	 197,191
Loans to customers	 1,180,864	 228,282	 64,396	 205,298	 1,678,840
Investments available-for-sale	 2,628	 –	 –	 –	 2,628
Investments held to maturity	 318	 39	 –	 –	 357
Investments in associates	 1,755	 –	 –	 –	 1,755
Goodwill	 2,405	 –	 –	 –	 2,405
Property, equipment 

and intangible assets 	 14,706	 975	 –	 –	 15,681

Other assets	 7,443	 1,355	 1,742	 29	 10,569
Total assets	 1,547,789	 337,453	 351,287	 205,327	 2,441,856

LIABILITIES:
Loans and advances from banks	 63,345	 70,923	 722,778	 27,255	 884,301
Customer accounts	 642,492	 22,603	 20,321	 2,390	 687,806
Derivative financial instruments 	 983	 4	 2,565	 2	 3,554
Debt securities issued	 3,322	 37,216	 383,396	 228	 424,162
Other borrowed funds	 260	 2	 68,552	 –	 68,814
Provisions	 6,393	 149	 1	 215	 6,758
Deferred income tax liability	 16,749	 101	 –	 –	 16,850
Dividends payable	 1	 –	 –	 –	 1
Other liabilities	 6,766	 595	 1,174	 52	 8,587
Subordinated debt	 21,909	 2,570	 54,443	 –	 78,922
Total liabilities	 762,220	 134,163	 1,253,230	 30,142	 2,179,755

NET POSITION	 785,569	 203,290	 (901,943)	 175,185	

Tangible assets (cash on hand, precious metals, premises and equipment) and other capital expenditure and thus 
depreciation are concentrated within the Republic of Kazakhstan for both the year ending 31 December 2007 and 2006.
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ASSETS:	
Financial assets 

at fair value through 
profit or loss	 32,171	 217,265	 64,627	 613	 –	 –	 314,676

Loans and advances to banks	 152,190	 21,099	 21,722	 27	 1,293	 –	 196,331
Loans to customers	 108,530	 136,764	 317,916	 619,350	 463,174	 –	 1,645,734
Investments available-for-sale	 473	 –	 557	 1,207	 350	 –	 2,587
Investments held to maturity	 –	 –	 39	 22	 290	 –	 351
Total interest bearing assets 	 293,364	 375,128	 404,861	 621,219	 465,107	 –	 2,159,679
Cash and balances with 

national (central) banks	 209,005	 –	 –	 –	 –	 –	 209,005

Precious metals	 807	 –	 –	 –	 –	 –	 807
Equity investments	 					     6,128	 6,128
Investments in associates	 –	 –	 –	 –	 –	 1,755	 1,755
Goodwill	 –	 –	 –	 –	 –	 2,405	 2,405
Property, equipment 

and intangible assets	 –	 –	 –	 –	 –	 15,681	 15,681

Accrued interest income 
on interest-bearing assets	 29,322	 5,013	 1,427	 59	 6	 –	 35,827

Other assets	 	 4,142	 2,319	 3,993	 115	 –	 –	 10,569
Total assets		  536,640	 382,460	 410,281	 621,393	 465,113	 25,969	 2,441,856

Financial statements

Up to 1 month.  
(KZT million) 

1 month 
to 3 months 

(KZT million)

3 month 
to 1 year 

(KZT million)  

1 year 
 to 5 years 

(KZT million) 

Over 5 years 
(KZT million)

Maturity 
undefined 

(KZT million)

31 Dec. 2007 
Total 

(KZT million)

Up to 1 month  
(KZT million) 

1 month 
to 3 months 

(KZT million)

3 month 
to 1 year 

(KZT million)  

1 year 
 to 5 years 

(KZT million) 

Over 5 years 
(KZT million)

Maturity 
undefined 

(KZT million)

31 Dec. 2007 
Total 

(KZT million)

ASSETS:	
Financial assets at fair value 

through profit or loss	 10,459	 129,347	 31,817	 –	 –	 –	 171,623

Loans and advances 
to banks	 158,420	 26,415	 6,918	 18,572	 1,171	 –	 211,496

Loans to customers	 121,342	 160,508	 449,367	 858,742	 709,549	 –	 2,299,508
Investments available-for-sale	 –	 3	 179	 1,535	 1,147	 –	 2,864
Investments held to maturity	 –	 24	 34	 104	 208	 –	 370
Total interest bearing assets 	 290,221	 316,297	 488,315	 878,953	 712,075	 –	 2,685,861
Cash and balances 

with national (central) banks	 168,148	 –	 –	 –	 –	 –	 168,148

Equity instruments	 –	 –	 –	 –	 –	 15,649	 15,649
Investments in associates 	 –	 –	 –	 –	 –	 3,222	 3,222
Goodwill	 –	 –	 –	 –	 –	 2,405	 2,405
Property, equipment 

and intangible assets 	 –	 –	 –	 –	 –	 34,259	 34,259

Accrued interest income 
on interest-bearing assets	 34,227	 19,371	 10,687	 5,219	 331	 –	 69,835

Other assets	 3,012	 8,143	 5,125	 1,573	 –	 –	 17,853
 Total assets	 495,608	 343,811	 504,127	 885,745	 712,406	 55,535	 2,997,232

LIABILITIES:	
Loans and advances 

from banks	 141,216	 160,676	 230,012	 166,715	 19,540	 –	 718,159

Customer accounts	 320,227	 127,509	 203,474	 225,057	 2,300	 –	 878,567
Debt securities issued	 1,964	 11,060	 35,288	 280,996	 389,255	 –	 718,563
Other borrowed funds	 –	 585	 –	 43,231	 104,498	 –	 148,314
Subordinated debt	 –	 –	 –	 3,293	 103,080	 –	 106,373
Total interest 

bearing liabilities	 463,407	 299,830	 468,774	 719,292	 618,673	 –	 2,569,976

Derivative 
financial instruments 	 331	 7,399	 –	 –	 –	 –	 7,730

Provisions	 950	 3,022	 1,770	 1,471	 3	 3,422	 10,638
Deferred income tax liability	 2,339	 1,362	 8,651	 10,251	 7,893	 –	 30,496
Dividends payable	 –	 2	 –	 –	 –	 –	 2
Accrued interest expense 

on interest-bearing liabilities	 7,111	 20,614	 14,321	 1,445	 1,835	 –	 45,326

Other liabilities	 10,415	 1,601	 1,717	 112	 –	 –	 13,845
Total liabilities	 484,553	 333,830	 495,233	 732,571	 628,404	 3,422	 2,678,013

Liquidity gap	 11,055	 9,981	 8,894	 153,174	 84,002	
Interest sensitivity gap	 (173,186)	 16,467	 19,541	 159,661	 93,402	
Cumulative interest 

sensitivity gap 	 (173,186)	 (156,719)	 (137,178)	 22,483	 115,885	
Cumulative interest 

sensitivity gap 
as a percentage 
of total assets 	 (5.78%)	 (5.23%)	 (4.58%)	 0.75%	 3.87%	

Contingent liabilities 
and credit commitments 	 208	 66,057	 69,709	 45,883	 –	 6,515	

Liquidity risk
Liquidity risk refers to the availability of sufficient funds to meet deposit withdrawals and other financial commitments of 
the Group associated with financial instruments as they actually fall due as a result of decrease possibilities of the Group to 
raise appropriate funds.

The ALMC controls these types of risks by means of maturity analysis prepared by the Department of Financial Control, 
determining the Group’s strategy for the next financial period. Current liquidity is managed by the Treasury Department 
through the deals in the money markets, placement of available funds in liquid securities within limits set by the ALMC.

With the purpose of managing the liquidity risk, the Group performs daily monitoring of future expected cash flows on 
clients’ and banking operations, which is a part of assets and liabilities management process. 

The Group maintains the compliance of liquidity requirements, such as current and short-term liquidity ratios and 
foreign exchange liquidity limits, set by the regulatory bodies. In the management’s opinion limits described above are 
strict, and that measure guarantees maintaining appropriate liquidity level.

The following table shows how management monitors the liquidity and interest risks. The table is based on the time 
period to maturity or contractual repricing of the financial instruments and it does not reconcile to the consolidated balance 
sheet as a result of deferred tax liabilities being excluded.

Up to 1 month  
(KZT million) 

1 month 
to 3 months 

(KZT million)

3 month 
to 1 year 

(KZT million)  

1 year to 
5 years 

(KZT million) 

Over 5 years 
(KZT million)

Maturity undefined 
(KZT million)

31 Dec. 2006 
Total 

(KZT million)
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LIABILITIES:	
Loans and advances from banks	 336,544	 111,831	 51,564	 379,901	 1,070	 –	 880,910
Customer accounts	 	 355,322	 116,990	 105,051	 78,489	 24,488	 –	 680,340
Debt securities issued 		 4,288	 661	 33,589	 142,960	 235,720	 –	 417,218
Other borrowed funds	 –	 –	 262	 6,804	 61,493	 –	 68,559
Subordinated debt	 	 –	 –	 41	 5,988	 71,216	 –	 77,245
Total interest bearing 

financial liabilitiesы	 696,154	 229,482	 190,507	 614,142	 393,987	 –	 2,124,272

Derivative financial instruments	 73	 2,554	 927	 –	 –	 –	 3,554
Provisions	 	 712	 378	 1,306	 1,640	 18	 2,704	 6,758
Deferred income tax liabilities	 11,003	 5,831	 16	 –	 –	 –	 16,850
Preferred shares dividends	 1	 –	 –	 –	 –	 –	 1
Accrued interest expense 

on interest-bearing liabilities	 5,962	 5,738	 7,266	 735	 32	 –	 19,733

Other liabilities	 	 2,518	 3,395	 2,654	 20	 –	 –	 8,587
Total liabilities		  716,423	 247,378	 202,676	 616,537	 394,037	 2,704	 2,179,755
Liquidity gap	 	 (179,783)	 135,082	 207,605	 4,856	 71,076	
Interest 

sensitivity gap	 	 (402,790)	 145,646	 214,354	 7,077	 71,120	

Cumulative interest 
sensitivity gap 		  (402,790)	 (257,144)	 (42,790)	 (35,713)	 35,407

Cumulative interest sensitivity 
gap as a percentage 
of total assets 		  (16.50)%	 (10.53)%	 (1.75)%	 (1.46)%	 1.45%	

Contingent liabilities 
and credit commitments 	 –	 41,922	 76,833	 67,571	 587	 4,180

Financial statements

Up to 1 month  
(KZT million) 

1 month 
to 3 months 

(KZT million)

3 month 
to 1 year 

(KZT million)  

1 year to 
5 years 

(KZT million) 

Over 5 years 
(KZT million)

Maturity undefined 
(KZT million)

31 Dec. 2006 
Total 

(KZT million)

The tables include the maturity dates for financial assets and financial liabilities, as they fall due. Based on prior experience, 
the Group considers it highly unlikely that all customer accounts seek repayment on maturity. Historically the majority of 
such deposits are rolled over. The Group is aware of the importance of maintaining the stability of these deposits. In order to 
achieve this it is essential that the Group ensures depositor confidence in the Group’s liquidity, by continuing to position itself 
as the depositor of choice in local markets and a leading financial institution in both the Republic of Kazakhstan and abroad. 
The Group does not use undiscounted contractual maturity information when managing its operations. 

Market risk
Market risk covers interest rate risk, currency risk and other pricing risks to which the Group is exposed. 

In year 2007 the Group started to use the market risk sensitivity analysis. Methodology presents separate analysis for 
each type of market risks which the Group is exposed to and reflects the effect of change on equity and income statement 
in a risk variable, which was reasonable as at reporting date. 

The Group uses VaR (“Value-at-Risk”) model to assess the price risk but it has opted to disclose only the sensitivity 
analysis

Interest rate risk
Interest rate risk is the risk of the losses as the result of changes in the future cash flow of a financial instrument fluctuation 
because of changes in market interest rates. 

The Group is exposed to changes in interest rates through its placement of funds with both fixed and floating interest 
rates. The Group attempts to mitigate this risk through having corresponding assets and liabilities with fixed and floating 
interest rates. 

The ALMC manages interest rate and market risks by matching the Group’s interest rate position, so as to ensure the 
Group maintains a positive interest margin. Although a significant portion of the Group’s assets are placed with a fixed 
interest rate, the credit agreements entered into by the Group contain provisions which permit the Group to change 
interest rates in the credit agreements. 

The Department of Financial Control monitors the results of the financial activity of the Group and continually assesses 
the vulnerability of the Group to changes in interest rates.

The following table presents an analysis of interest rate risk. Effective interest rates are presented by categories of financial 
assets and liabilities to determine interest rate exposure and effectiveness of the interest rate policy used by the Group.

31 December 2007 31 December 2006

 % in KZT % in USD % in other currencies % in KZT % in USD % in other currencies

ASSETS:
Financial assets at fair 

value through 
profit or loss	 	 9.39	 4.99	 5.07	 6.54	 4.95	 11.00

Loans and advances 
to banks	 	 6.54	 6.73	 3.98	 1.97	 8.26	 2.51

Loans to customers	 	 14.16	 13.69	 14.27	 13.56	 12.20	 12.89
Investments available-for-sale 

and held to maturity	 9.04	 –	 6.30	 8.13	 9.21	 7.05

LIABILITIES:
Loans and advances 

from banks	 	 6.93	 6.61	 3.73	 3.01	 6.44	 4.65

Customer accounts	 	 7.83	 7.77	 4.22	 5.44	 4.20	 4.41
Debt securities issued	 	 –	 7.98	 6.66	 7.00	 8.13	 5.55
Other borrowed funds	 9.84	 6.29	 –	 1.95	 6.9	 5.00
Subordinated debt	 	 7.50	 8.67	 –	 7.50	 8.32	 –

The Group uses derivative financial instruments to mitigate the results of changes in interest rates and control the 
interest rate margin by types of products. Management monitors the interest rate margin of the Group and believes that 
the Group is not exposed to significant risk of change in interest rates and related cash flow interest rate risk. 

Interest rate risk sensitivity analysis
The Risk Management Department periodically estimates the Group’s sensitivity to changes in market interest rates and 
its influence on the Group’s profitability, and if necessary, the Risk Management Department suggests decreasing the 
relevant risk levels. The management of the Group considers the suggestions and amends the further activity of the 
Group. At the moment the Group uses a range of 100 basis points, which has been determined as a “reasonably possible 
change in the risk variable” by management in relation to the sensitivity of its financial instruments. 

The following table presents the sensitivity of the consolidated income statement, all other parameters assumed to 
be constant. 

Impact on consolidated profit before tax:

Assets:
Financial assets at fair value through profit or loss 

Bonds	  		  (1,338)	 1,423	 (2,685)	 2,870
Derivative financial instruments 	 	 947	 (958)	 –	 –

Instruments with floating rates: 	 			 
Loans and advances to banks	 	 18	 (18)	 –	 –
Loans to customers	 	 566	 (566)	 427	 (427)

Investments held-to-maturity 	 			 
Instruments with floating rates	 	 3	 (3)	 3	 (3)

Liabilities:
Instruments with floating rates: 	 			 

Loans and advances from banks	 	 (3,030)	 3,030	 (1,596)	 1,596
Debt securities issued	 	 (5,621)	 5,621	 (4,218)	 4,218
Subordinated debt	 	 –	 –	 (127)	 127
Net effect on profit before tax	 	 (8,455)	 8,529	 (8,196)	 8,381

Sensitivity of the consolidated income statement represents fluctuations due to changes in interest rates on interest 
income for the period of one year, estimated on the basis of interest-bearing instruments of the trading portfolio, and 
assets and liabilities with floating interest rates.

Possible losses from a change in interest rates by 100 basis points, with other criteria assumed to be constant, comprise 
3% from consolidated equity of the Group, which complies with acceptable Group’s level of risk, and does not lead to the 
further changes in the strategy and policy of the Group. 

31 December 2007 (KZT million) 31 December 2006 (KZT million)

 +100 bp –100 bp +100 bp –100 bp
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Accounts payable on spot 
and derivative contracts	 (200,473)	 (312,485)	 (1,240)	 (6,992)	 (605)	 (521,795)

Accounts receivable 
on spot and derivative contracts	 70,626	 159,739	 160,870	 14,846	 140,394	 546,475

Net spot and derivative 
financial instruments position	 (129,847)	 (152,746)	 159,630	 7,854	 139,789

Financial statements

The sensitivity of equity to possible changes in interest rates as at 31 December 2007 and 2006 has been calculated. 
If there were to be a change in interest rates of 100 basis points, this would result in a movement of 3% of total equity of 
the Group, which complies with acceptable levels of risk established by the Group. This sensitivity does not consider the 
tax effect in the overall impact to equity. 

Assets
Investments available-for-sale
Bonds	 		  (73)	 76	 (60)	 63
Net effect on profit before tax	 	 (8,455)	 8,529	 (8,196)	 8,381
Change in equity	 	 (8,528)	 8,605	 (8,256)	 8,444

The management of the Group periodically monitors the interest rate margin of the Group and believes that the Group is 
not exposed to significant risk of the fluctuations in interest rates and correspondent risk of changes in cash flows. 

Currency risk
Currency risk is defined as the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange 
rates. The Group is exposed to the effects of fluctuations in the prevailing foreign currency exchange rates on its financial 
position and cash flows.

The ALMC controls currency risk by management of the open currency position on the estimated basis of KZT 
devaluation and other macroeconomic indicators, which gives the Group an opportunity to minimize losses from 
significant currency rates fluctuations toward its national currency. The Treasury Department performs daily monitoring 
of the Group’s open currency position with the aim to match the requirements of regulatory bodies.

As at 31 December 2007 the Group’s exposure to foreign currency exchange rate risk is presented in the table below:	

31 December 2007 (KZT million) 31 December 2006 (KZT million)

 100 bp –100 bp 100 bp –100 bp

		  KZT	 USD	 EUR	 RUR	 Other CCY	 31 Dec. 2007 
		  (KZT million)	 (KZT million)	 (KZT million)	 (KZT million)	 (KZT million)	 Total
			   (KZT million)

		  KZT	 USD	 EUR	 RUR	 Other CCY	 31 Dec. 2007 
		  (KZT million)	 (KZT million)	 (KZT million)	 (KZT million)	 (KZT million)	 Total
			   (KZT million)

LIABILITIES:
Loans and advances from banks	 31,993	 576,394	 22,682	 14,721	 77,641	 723,431
Customer accounts	 	 542,353	 290,241	 33,372	 27,808	 1,309	 895,083
Financial liabilities 

at fair value through 
profit or loss	 	 2,831	 4,861	 –	 25	 13	 7,730

Debt securities issued	 	 –	 363,358	 194,526	 57,120	 124,684	 739,688
Other borrowed funds	 18,929	 130,005	 –	 –	 –	 148,934
Provisions	 	 7,235	 2,528	 804	 60	 11	 10,638
Deferred income tax liabilities	 30,486	 –	 –	 –	 10	 30,496
Dividends payable	 	 –	 –	 –	 –	 2	 2
Other liabilities	 	 8,934	 1,389	 1,149	 1,670	 703	 13,845
Subordinated debt	 	 28,929	 79,237	 –	 –	 –	 108,166
Total liabilities		  671,690	 1,448,013	 252,533	 101,404	 204,373	 2,678,013
 
Open balance 
sheet position		  400,052	 194,646	 (158,027)	 18,202	 (135,654)

ASSETS:
Cash and balances 

with national (central) banks	 57,840	 46,588	 3,465	 6,171	 54,084	 168,148

Financial assets 
at fair value through 
profit or loss	 	 59,371	 97,047	 8,445	 17,896	 6,017	 188,776

Loans and advances to banks	 12,968	 125,370	 56,086	 11,527	 6,872	 212,823
Loans to customers	 	 891,041	 1,369,863	 24,955	 79,548	 928	 2,366,335
Investments 

available-for-sale		 3,036	 –	 –	 –	 –	 3,036

Investments held 
to maturity	 	 317	 –	 –	 –	 58	 375

Investments in associates	 3,222	 –	 –	 –	 –	 3,222
Goodwill	 	 2,405	 –	 –	 –	 –	 2,405
Property, equipment 

and intangible assets	 31,974	 –	 –	 2,146	 139	 34,259

Other assets	 	 9,568	 3,791	 1,555	 2,318	 621	 17,853
 Total assets		  1,071,742	 1,642,659	 94,506	 119,606	 68,719	 2,997,232

Derivative financial instruments and spot contracts
Fair value of derivative financial instruments and spot contracts are included in the currency analysis presented above 
and the following table presents further analysis of currency risk on derivative financial instruments and spot contracts 
as at 31 December 2007:

		  KZT	 USD	 EUR	 RUR	 Other CCY	 31 Dec. 2007 
		  (KZT million)	 (KZT million)	 (KZT million)	 (KZT million)	 (KZT million)	 Total
			   (KZT million)

As at 31 December 2006 the Group’s exposure to foreign currency exchange rate risk is presented in the table below:

ASSETS :
Cash and balances 

with national (central) banks	 189,718	 10,548	 2,707	 5,198	 834	 209,005

Precious metals	 	 –	 –	 –	 –	 807	 807
Financial assets at fair 

value through profit or loss	 76,500	 228,059	 9,621	 8,290	 148	 322,618

Loans and advances to banks	 76,647	 90,338	 15,061	 14,154	 991	 197,191
Loans to customers	 	 525,052	 1,117,469	 13,683	 22,014	 622	 1,678,840
Investments available-for-sale	 2,625	 3	 –	 –	 –	 2,628
Investments held to maturity	 318	 –	 –	 –	 39	 357
Investments in associates	 1,755	 –	 –	 –	 –	 1,755
Goodwill	 	 2,405	 –	 –	 –	 –	 2,405
Property, equipment and intangible assets	 14,706	 –	 –	 847	 128	 15,681
Other assets	 	 6,518	 2,540	 399	 1,074	 38	 10,569
TOTAL ASSETS			   1,448,957	 41,471	 51,577	 3,607	 2,441,856

		  KZT	 USD	 EUR	 RUR	 Other CCY	 31 Dec. 2007 
		  (KZT million)	 (KZT million)	 (KZT million)	 (KZT million)	 (KZT million)	 Total
			   (KZT million)
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Limitations of sensitivity analysis
The above tables demonstrate the effect of a change in a key risk factor while all other things held constant. In reality, there is a 
correlation between the assumptions and other factors. It should also be noted that these sensitivities are non-linear, and larger 
impacts should not be extrapolated from these results.

The sensitivity analyses do not take into consideration that the Group’s assets and liabilities are actively managed. 
Additionally, the financial position of the Group may vary depending on any actual market movements, since the Group’s 
financial risk management strategy aims to manage the exposure to market fluctuations. In instances where there are 
significant or unexpected changes in market conditions, management actions could include selling investments, changing 
investment portfolio allocation and taking other protective action. Consequently, the actual impacts of a change in the 
risk factors may be different from those shown above. 

Other limitations in the above sensitivity analyses include the use of hypothetical market movements to demonstrate 
potential risk that only represent the Group’s view of possible near-term market changes that cannot be predicted with a fair 
degree of certainty certainty; and the assumption that all interest rates move in an identical fashion. 

Price risks
The Group is exposed to price risks arising from equity investments. Equity investments are held for strategic rather than 
trading purposes. Equity investments do not form a significant part of the Group’s investment portfolio. 

40> RESTATEMENT OF CASH FLOWS
As discussed in note 3, subsequent to the issue on 28 February 2008 of the consolidated financial statements for the year 
ended 31 December 2007, the Group noted an error in the calculation of the change in net interest accruals in the cash 
flow statement for the years ended 31 December 2007 and 31 December 2006. As such, the Group has opted to correct 
this error through issuing restated financial statements for the year ended 31 December 2007, in respect of this note for 
the restatement, dated 25 March 2008. The Group believes the revised financial statements better reflect the cash flows 
for the years ended 31 December 2007 and 31 December 2006.
The table below shows the effects of the restatement for the year ended 31 December 2007:

Changes in operating assets and liabilities

Change in interest accruals, net	 (58,305)	 (7,190)
Cash flow from operating activities before changes in operating assets and liabilities	 74,218	 125,333
(Increase)/decrease in operating assets:

Loans to customers	 (701,158)	 (701,115)
Increase/(decrease) in operating liabilities:

Loans and advances from banks	 (167,423)	 (171,383)
Customer accounts	 182,218	 164,344
Other borrowed funds	 80,486	 79,756
Cash outflow from operating activities before taxation	 (251,194)	 (222,600)
Net cash outflow from operating activities	 (253,453)	 (224,859)
Proceeds from debt securities issued	 349,993	 321,632
Proceeds from subordinated debt	 34,152	 33,919
Net cash inflow from financing activities	 355,044	 326,450

Year ended 31 December 2007

Previously reported
(KZT million)]

Restated
(KZT million)

Currency risk sensitivity analysis
The Group estimates the possible effect of a 10% fluctuation in foreign currency rates on the consolidated income 
statement and consolidated equity based on the sensitivity analysis of the internally prepared open currency position 
report, which includes derivative financial instruments. 

The analysis is based on the calculation of the impact of possible fluctuations in US dollar, Euro and Russian Rouble 
currency rates on the consolidated income statements and consolidated equity. This is due to the fact that as at 31 
December 2007 these were the main currencies in which the Group had open positions. A 10% fluctuation is determined 
as a “reasonably possible change in the risk variable” by the management of the Group. All other parameters were 
assumed to be constant. Negative and positive amounts in the table reflect the potential probable effect on the 
consolidated income statement and consolidated equity of such fluctuations. 

A change of 10% represents the level of probable fluctuations in foreign exchange rates that are used within the Group for 
reporting purposes to key management. The sensitivity analysis includes open foreign currency positions as at the reporting 
dates, for which a 10% movement in foreign currency exchange rates as compared to the existing year end rates are used. 

Impact on profit or loss	 4,190	 (4,190)	 160	 (160)	 2,606	 (2,606)	 (994)	 994	 (226)	 226	 1,096	 (1,096)
Impact on equity	 –	 –	 –	 –	 –	 –	 –	 –	 –	 –	 –	 –

LIABILITIES:
Loans and advances from banks	 171,762	 669,690	 24,801	 17,574	 474	 884,301
Customer accounts	 	 387,384	 262,057	 20,855	 16,487	 1,023	 687,806
Derivative financial instruments	 1,310	 2,239	 –	 5	 –	 3,554
Debt securities issued	 	 3,133	 354,654	 50,149	 7,823	 8,403	 424,162
Other borrowed funds	 156	 68,554	 104	 –	 –	 68,814
Provisions	 	 3,691	 1,954	 1,108	 1	 4	 6,758
Deffered income tax liabilities	 16,749	 –	 –	 85	 16	 16,850
Dividends on preferred shares	 1	 –	 –	 –	 –	 1
Other liabilities	 	 6,677	 1,396	 48	 423	 43	 8,587
Subordinated debt	 	 21,770	 57,152	 –	 –	 –	 78,922
Total liabilities		  612,633	 1,417,696	 97,065	 42,398	 9,963	 2,179,755

Open balance 
sheet position		  283,611	 31,261	 (55,594)	 9,179	 (6,356)

Derivative financial instruments and spot contracts
Fair value of derivative financial instruments and spot contracts are included in the currency analysis presented above and 
the following table presents further analysis of currency risk on derivative financial instruments and spot contracts as at 
31 December 2006:

Accounts payable on spot 
and derivative contracts	 (66,282)	 (102,482)	 (3,482)	 (1,263)	 –	 (173,509)

Accounts receivable 
on spot and derivative contracts	 41,725	 61,288	 61,333	 3,046	 9,920	 177,312

NET SPOT 
 AND DERIVATIVE 
FINANCIAL 
INSTRUMENTS POSITION	 (24,557)	 (41,194)	 57,851	 1,783	 9,920

		  KZT	 USD	 EUR	 RUR	 Other CCY	 31 Dec. 2007 
		  (KZT million)	 (KZT million)	 (KZT million)	 (KZT million)	 (KZT million)	 Total
			   (KZT million)

		  KZT	 USD	 EUR	 RUR	 Other CCY	 31 Dec. 2007 
		  (KZT million)	 (KZT million)	 (KZT million)	 (KZT million)	 (KZT million)	 Total
			   (KZT million)

31 December 2007 (KZT million) 31 December 2007 (KZT million)

KZT/USD KZT/EURO KZT/RUB KZT/USD KZT/EURO KZT/RUB

10% -10% 10% -10% 10% -10% 10% -10% 10% -10% 10% -10%

Financial statements
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Year ended 31 December 2006

Previously reported
(KZT million)]

Restated
(KZT million)

The table below shows the effects of the restatement for the year ended 31 December 2006:

Changes in operating assets and liabilities

Change in interest accruals, net	 25,966	 (10,215)
Net change in fair value of financial assets 

and liabilities at fair value through profit or loss	 10,015	 1,024

Cash flow from operating activities 
before changes in operating assets and liabilities	 114,988	 69,816

(Increase)/decrease in operating assets: 
Financial assets at fair value through profit or loss	 (183,617)	 (174,314)

Loans and advances to banks	 (84,218)	 (82,872)
Loans to customers	 (928,684)	 (892,293)
Increase/(decrease) in operating liabilities: 

Loans and advances from banks	 401,197	 399,210

Cash outflow from operating activities before taxation	 (404,981)	 (405,046)
Net cash outflow from operating activities	 (408,781)	 (408,846)
Purchase of investments available for sale	 (6,910)	 (6,845)
Net cash outflow from investing activities	 (9,638)	 (9,573)
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