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STATEMENT OF MANAGEMENT’S RESPONSIBILITIES FOR THE PREPARATION
AND APPROVAL OF THE CONSOLIDATED FINANCIAL STATEMEN TS
FOR THE YEARS ENDED 31 DECEMBER 2005 AND 2004

The following statement, which should be read injgnction with the independent auditors’ respottisids
stated in the independent auditor's report set autpage 2, is made with a view to distinguishing
the respective responsibilities of management dwodet of the independent auditors in relation to the
consolidated financial statements of Joint Stockm@any Kazkommertsbank and its subsidiaries
(the “Group”).

Management is responsible for the preparation efctnsolidated financial statements that preserty fa
the financial position of the Group at 31 Decem®@05 and 2004, the results of its operations, Hasls
and changes in equity for the years then endedcaordance with International Financial Reporting
Standards (“IFRS").

In preparing the consolidated financial statemantmagement is responsible for:

e selecting suitable accounting principles and apglyhem consistently;
e making judgements and estimates that are reasoaatlprudent;

e stating whether IFRS have been followed, subjeetny material departures disclosed and explained
in the consolidated financial statements; and

e preparing the consolidated financial statementa going concern basis, unless it is inappropriate t
presume that the Group will continue in businesgHte foreseeable future.

Management is also responsible for:

e designing, implementing and maintaining an effectiand sound system of internal controls,
throughout the Group;

e maintaining proper accounting records that dis¢loséa reasonable accuracy at any time, the fir@nci
position of the Group, and which enable them tausmshat the consolidated financial statements of
the Group comply with IFRS;

e maintaining statutory accounting records in commu@&with legislation and accounting standards of
the Republic of Kazakhstan;

e taking such steps as are reasonably availableetn th safeguard the assets of the Group; and
e detecting and preventing fraud and other irregiidei

The consolidated financial statements for the yeated 31 December 2005 and 2004 were authorized fo
issue on 3 February 2006 by the Management boai8 @fKazkommertsbank.

On behalf of the Board:

Zhusupova N.A. Cheusov P.A.
Chairman of the Board Chief Accountant
3 February 2006 3 February 2006

Almaty Almaty



INDEPENDENT AUDITORS’ REPORT
To the Shareholders and Board of Directors of J8iotk Company Kazkommertsbank

We have audited the accompanying consolidated balameets of JSC Kazkommertsbank and its
subsidiaries (the “Group”) as at 31 December 2008 2004, the related consolidated profit and loss
accounts and statements of cash flows and changaguity (“the consolidated financial statementsi)

the years then ended. These consolidated finaratetements are the responsibility of the JSC
Kazkommertsbank's management. Our responsibilitp isxpress an opinion on these financial statesnent
based on our audits.

We conducted our audits in accordance with Intésnat Standards on Auditing. Those Standards requir
that we plan and perform the audit to obtain reabtmassurance about whether the financial statsmen
are free of material misstatement. An audit includ®&amining, on a test basis, evidence supportiag t
amounts and disclosures in the financial statemefts audit also includes assessing the accounting
principles used and significant estimates made bBgagement, as well as evaluating the overall filghnc
statement presentation. We believe that our apdiigide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetagaresent fairly, in all material respects, thesmidated
financial position of the Group as at 31 Decemb@d52and 2004, and the consolidated results of its
operations and its cash flows for the years theleénin accordance with International Financial &t&pg
Standards.

The reported net profit for the year ended 31 Ddmmn2004 and shareholders’ equity at 31 December
2004 and 2003, as determined in accordance witdrnational Financial Reporting Standards have been
restated for the items described in Note 3 to thedolidated Financial Statements to comply with the
changes in IAS 1 “Presentation of Financial Statesieand IAS 39 “Financial Instruments: Recognitamd
Measurement” effective for the periods beginningoafter 1 January 2005.

3 February 2006
Almaty



JOINT STOCK COMPANY KAZKOMMERTSBANK

CONSOLIDATED PROFIT AND LOSS ACCOUNTS
FOR THE YEARS ENDED 31 DECEMBER 2005 AND 2004

Interest income
Interest expense
NET INTEREST INCOME BEFORE PROVISION
FOR IMPAIRMENT LOSSES ON INTEREST BEARING ASSETS

Provision for impairment losses on interest beasissets
NET INTEREST INCOME

Net gain on operations with assets held-for-trading
Net gain on foreign exchange operations

Fee and commission income

Fee and commission expense

Net gain from investments available-for-sale

Dividends received
Other income

NET NON-INTEREST INCOME
OPERATING INCOME
OPERATING EXPENSES

OPERATING PROFIT

Insurance provision and provision for impairmerssies on other transactions 5
Provision for guarantees and other off-balancetst@#ingencies 5
Share of results of associates 21
PROFIT BEFORE INCOME TAX
Income tax expense 11
NET PROFIT
Attributable to:

Equity holders of the parent

Minority interest
EARNINGS PER SHARE
Basic and diluted (KZT) 12
On behalf of the Board of the Bank:
Zhusupova N.A. Cheusov P.A.

Chairman of the Board

3 February 2006
Almaty

Notes

oo ~NOD

10

Year ended

31 December

2005
KZT°'000

85,790,808
(45,185,962)

Year ended
31 December

2004
(restated)
KZT'000

56,162,981
(27,143,228)

40,604,846

(17,832,713)

29,019,753

(11,221,588)

22,772,133 17,798,165
742,429 22,153
1,776,692 1,684,259
11,389,172 9,102,175
(1,358,418) (988,031)
11,458 48,778
9,907 15,052
2,690,376 1,894,945
15,261,616 11,779,331
38,033,749 29,577,496
(13,367,825) (9,511,039)
24,665,924 20,066,457
(879,692) (615,403)
(1,059,376) (106,163)
173,868 12,545
22,900,724 19,357,436
(2,337,427) (9,573,062)
20,563,297 9,784,374
19,140,536 8,718,629
1,422,761 1,065,745
51.17 24.35

Chief Accountant

3 February 2006
Almaty

The notes on pages 9-60 form an integral part e$e¢hconsolidated financial statements. The Indegrendluditors’ Report is

on page 2.



JOINT STOCK COMPANY KAZKOMMERTSBANK

CONSOLIDATED BALANCE SHEETS
AS AT 31 DECEMBER 2005 AND 2004

ASSETS:
Cash and balances with national (central) banks
Assets held-for-trading
Loans and advances to banks, less allowance fa@iimpnt losses
Derivative financial instruments
Loans to customers, less allowance for impairmesgds
Securities purchased under reverse repurchasenagmee
Investment available-for-sale
Investment held-to-maturity
Investments in associates and other entites
Goodwill
Fixed and intangible assets, less accumulated ciefion
Other assets, less allowance for impairment losses

TOTAL ASSETS
LIABILITIES AND EQUITY

LIABILITIES:
Loans and advances from banks
Securities sold under repurchase agreements
Derivative financial instruments
Customer accounts
Debt securities issued
Other borrowed funds
Provisions
Dividends payable
Deferred tax liabilities
Other liabilities

Subordinated debt
Total liabilities
EQUITY:
Share capital
Share premium
Fixed assets revaluation reserves
Reserves
Equity attributable to equity holders of the parent
Minority interest
Total equity

TOTAL LIABILITIES AND EQUITY

On behalf of the Board of the Bank:

Zhusupova N.A.
Chairman of the Board

3 February 2006
Almaty

Notes 31 December 31 December
2005 2004
KZT'000 KZT'000
13 37,228,899 66,292,818
14 140,293,803 74,779,727
15 253,904,247 41,833,562
16 81,298 19,844
17 729,843,813 494,930,550
18 13,950,232 8,402,463
19 427,226 488,668
20 561,593 64,294
21 0425, 217,964
22 2,405,277 -
23 8,661,430 7,386,530
24 7,086,175 9,640,143
1,194,869,035 704,056,563
25 320,095,266 170,331,348
26 14%353 28,444,727
16 189,142 31,354
27 303,405,222 197,827,313
28 303,133,035 207,840,717
29 50,603,841 4,463,967
5 4,934,212 3,086,716
404 403
11 8,289,853 6,975,593
30 4,591,131 2,831,978
1,054,385,459 621,834,116
31 46,138,569 19,447,698
1,100,524,028 641,281,814
32 4,996,626 4,197,179
22,306,805 11,752,396
1,519,676 1,313,280
58,545,650 40,043,825
87,368,757 57,306,680
6,976,250 5,468,069
94,345,007 62,774,749
1,194,869,035 704,056,563
Cheusov P.A.

Chief Accountant

3 February 2006
Almaty

The notes on pages 9-60 form an integral part e$e¢hconsolidated financial statements. The Indegrgnéluditors’ Report is

on page 2.



JOINT STOCK COMPANY KAZKOMMERTSBANK

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED 31 DECEMBER 2005 AND 2004

Share capital Share Investments Fixed asset:  Retained Total Minority Total
premium  available-for- revaluation earnings attributable interest equity
sale fair value  reserve to equity
reserve holders of
the parent
KZT'000 KZT'000 KZT'000 KZT'000 KZT'000 KZT'000 KZT'000 KZT'000

31 December 2003 (restated)4,018,930 9,453,411 40,784 569,783 31,495,984 45,578,8924,704,625 50,283,517
Share capital increase of

- preference shares 178,160 2,298,302 - - - 2,476,462 - 2,476,462
Sale of repurchased own

shares 89 683 - - - 772 - 772
Fixed assets revaluation - - 865,057 - 865,057 - 865,057
Depreciation of fixed assets

revaluation reserve - - - (121,560) 121,560 - - -
Unrealized gain on

revaluation of available-

for-sale investments - - 19,448 - - 19,448 - 19,448
Gain transferred to profit

and loss accounts on sale

of available-for-sale

investments - - (48,778) - - (48,778) - (48,778)
Impact of decrease in

minority interest in OJSC

Kazkommertsbank

Kyrgyzstan - - - - - - (58,883) (58,883)
Dividends on preference

shares - - - - (290,370)  (290,370) - (290,370)
Exchange differences on

translation of foreign

operations - - - - (13,432) (13,432) (243,418) (256,850)
Net profit - - - - 8,718,629 8,718,629 1,065,745 9,784,37
31 December 2004 (restated)4,197,179 11,752,396 11,454 1,313,280 40,032,371 576806, 5,468,069 62,774,749




JOINT STOCK COMPANY KAZKOMMERTSBANK

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (CONTI NUED)
FOR THE YEARS ENDED 31 DECEMBER 2005 AND 2004

Share Share Investments  Fixed asset  Retained Total Minority Total
capital premium  available-for- revaluation  earnings attributable  interest equity
sale fair value reserve to equity
reserve holders of
the parent ,
KZT'000  KZT'000 KZT'000 KZT'000 ~ KZT'000  KzT'000  KZT'000 ~ KZT'000

31 December 2004

(restated) 4,197,179 11,752,396 11,454 1,313,280 40,032,371 576806, 5,468,069 62,774,749
Share capital increase of

- common shares 288,588 4,141,586 - - - 4,430,174 - 4,430,174

- preference shares 512,516 6,432,107 - - - 6,944,623 - 6,944,623
Repurchase of own shares  (1,657) (19,284) - - - (20,941) - (20,941)
Fixed assets revaluation

(less deferred income t:

of KZT'000 71,688) - - - 231,023 - 231,023 - 231,023
Depreciation of fixed

assets revaluation reserve - - - (24,627) 24,627 - - -
Unrealized gains on

revaluation of available-

for-sale investments - - 1,470 - - 1,470 - 1,470
Gains transferred to profit

and loss accounts on sale

of available-for-sale

investments - - (11,458) - - (11,458) - (11,458)
Dividends on preference

shares - - - - (668,738) (668,738) - (668,738)
Effect of purchase of

Accumulation Pension

Fund JSC ABN AMRO

KaspiyMunaiGaz - - - - - - 126,292 126,292
Exchange differences on

translation of foreign

operations - - - - 15,388 15,388 (40,872) (25,484)
Net profit for the year - - - - 19,140,536 _ 19,140,536 1,422,761  205%B
31 December 2005 4,996,626 22,306,805 1,466 1,519,67658,544,184 87,368,757 6,976,250 94,345,007

On behalf of the Board of the Bank:

Zhusupova N.A.
Chairman of the Board

3 February 2006
Almaty

Cheusov P.A.
Chief Accountant

3 February 2006
Almaty

The notes on pages 9-60 form an integral part e$e¢hconsolidated financial statements. The Indegrenduditors’ Report is

on page 2.



JOINT STOCK COMPANY KAZKOMMERTSBANK

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED 31 DECEMBER 2005 AND 2004

CASH FLOWS FROM OPERATING ACTIVITIES:
Profit before income tax
Adjustments for:
Provision for impairment losses on interest beasasgets
Provision for insurance reserves and reservesrfpairment
losses on other transactions
Provision for guarantees and other off-balancéeliies
Unrealised gain and amortisation of discounts a@usges
Amortization of discount on issued securities
Depreciation and amortization
Change in interest accruals, net
Exchange rate difference from translation of invesita at
average rate
Share of results of associates
Gain on sale of fixed and intangible assets, net
Net change in fair value of derivative financistiuments
Cash flows from operating activities before charigesperating
assets and liabilities

Changes in operating assets and liabilities
(Increase)/decrease in operating assets:
Minimum reserve deposit with Central Bank of Russia
Federation
Loans and advances to banks
Precious metals

Assets held-for-trading
Securities purchased under reverse repurchasenagmes
Loans to customers
Other assets
Increase/(decrease) in operating liabilities:
Loans and advances from banks
Securities sold under repurchase agreements
Customer accounts
Other borrowed funds
Other liabilities
Cash inflow/(outflow) from operating activities loeé taxation

Income tax paid

Net cash inflow/(outflow) from operating activities

Notes Year ended Year ended
31 December 31 December
2005 2004
KZT'000 KZT'000
22,900,724 19,357,436
17,832,713 11,221,588
879,692 615,403
1,059,376 106,163
(1,439,531) (2,344,287)
,Bo0d 1,147,180
1,563,971 1,302,066
764,443 326,255
197,286 327,051
(173,868) (12,545)
28,343) (98,866)
96,334 26,108
44,152,894 31,973,552
142,479 (661,224)
(38,337,163) (6,029,365)
- 300,158
(63,490,689) (1,372,000)
(5,344,597) (5,794,145)
(248,662,341) (223,530,742)
3,475,173 (6,404,405)
149,541,658 93,529,055
30859 (8,805,948)
103,026,786 47,571,581
45,970,626 965,464
1,721,608 (113,501)
22,855,820 (78,371,520)
(2,081,502) (5,876,190)
20,774,318 (84,247,710)




JOINT STOCK COMPANY KAZKOMMERTSBANK

CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTI
FOR THE YEARS ENDED 31 DECEMBER 2005 AND 2004

NUED)

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of fixed and intangible assets
Proceeds on sale of fixed and intangible assets
Dividends received

Net proceeds on sale/(purchase) of investmentsahi@ifor-sale
Net proceeds on sale/(purchase) of investmentstheaitaturity

Acquisition of investments in associates and oimgities
Acquisition of subsidiaries, net of cash acquiréd o

Net cash outflow from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Issue of common share capital
Issue of preference share capital
Proceeds from debt securities issued
(Redemption)/sale of debt securities issued
Subordinated debt
Redemption of subordinated debt
(Repurchase)/sale of own shares
Dividends paid

Net cash inflow from financing activities
NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, at beginning of year

Effect of foreign exchange rate changes

CASH AND CASH EQUIVALENTS, at end of year

Notes Year ended Year ended
31 December 31 December
2005 2004
KZT'000 KZT'000
(2,564,224) (1,484,012)
133,095 300,448
9,907 15,052
518,527 (380,616)
4,454 (31,922)
(33,210) (59,213)
(3,388,580) -
(5,320,031) (1,640,263)
4,430,015 -
7,019,440 2,476,462
95,731,835 104,352,375
(2,479,661) 3,341,613
26,233,601 10,652,758
- (77,526)
(95,599) 772
(668,738) (290,371)
130,170,893 120,456,083
145,625,180 34,568,110
13 1,857,509 47,322,122
(6,851) (32,723)
13 2274938 81,857,509

Interest paid and received by the Group in caslndguhe year ended 31 December 2005 amounted to
KZT 40,039,997 thousand and KZT 81,440,023 thousazsgpectively.

Interest paid and received by the Group in caslinguhe year ended 31 December 2004 amounted to
KZT 25,219,979 thousand and KZT 54,226,799 thouseaegpectively.

On behalf of the Board of the Bank:

Zhusupova N.A.
Chairman of the Board

3 February 2006
Almaty

Cheusov P.A.
Chief Accountant

3 February 2006
Almaty

The notes on pages60form an integral part of these consolidated finahstatements. The Independent Auditors’

Report is on page.



JOINT STOCK COMPANY KAZKOMMERTSBANK

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2005 AND 2004

1. ORGANISATION

JSC Kazkommertsbank (the “Bank”, “Kazkommertsbarik”a joint stock bank and operates in the
Republic of Kazakhstan since 1990. The Bank’s dmera are regulated by the National Bank of the
Republic of Kazakhstan (“NBRK?”) according to licens 48. The Bank’s primary business consists
of commercial banking activities, trading with setias, foreign currencies and derivative
instruments, originating loans and guarantees.

The registered office of the Bank is located afpR#ic of Kazakhstan, Almaty, St. Gagarin, 135Zh.

The Bank has 22 branches in the Republic of Kazakhsand a representative office in London
(Great Britain).

Kazkommertsbank is a parent company of the bangiogip (the “Group”) which consists of the
following enterprises consolidated in the finansi@tements:

The Bank ownership

interest
Name Country of operation 2005 2004 Type of operatn
JSC Kazkommerts Republic of 100% 100% Securities market
Securities Kazakhstan transactions
JSC SK Kazkommerts- Republic of 65% 65% Insurance
Police Kazakhstan
LLP Processing Republic of 100% 100% Payment card and related
Company Kazakhstan services
Kazkommerts Kingdom of Netherlands 100% 100% Raising fundgtfierBank
International B.V. on international capital
markets
Kazkommerts Finance Il Kingdom of Netherlands 100% 100% Raising fundgtierBank
B.V. on international capital
markets
Kazkommerts Capital Il Kingdom of Netherlands 100% 100% Raising fundgiierBank
B.V. on international capital
markets
0JSC Kazkommertsbank  Kyrgyz Republic 93.58% 93.58% Commercial bank
Kyrgyzstan
JSC OCOPAIM ABN Republic of 100% - Investment managemefit
AMRO Asset Kazakhstan pension assets
Management
JSC ABN AMRO Republic of 80.01% - Pension fund activities
CaspiyMunaiGaz APF Kazakhstan

Notwithstanding Kazkommertsbank had no ownershignéshare capital of LLP Moskommertsbank
(“MKB”), a commercial bank in the Russian FederafidKB was included into the consolidated
financial statements of the Group since the Bank walale and exercised effective control over its
activity. In 2003 shareholders of MKB and Kazkonmtsleank entered into agreements of trust
management of 60.04% interest in the share cagfitslKB. At the same time between shareholders
of MKB owning 39.96% interest in the share capd&dlIMKB and Kazkommertsbank there is an
agreement on segregation of responsibility reggrdimnagement of MKB providing for non-
involvement of these shareholders in the policy thé activity of MKB determined by
Kazkommertsbank.



JSC Kazkommerts Securities is a joint stock compamy operates under laws of the Republic of
Kazakhstan since 1997. The company’s primary bssigensists in trading with securities, including
broker and dealing operations, consulting in inwmestts and corporate finances, organization of
issues, allocation and underwriting of securits,chase and sale of securities in the capacitjieof
agent. The company has license 0401200324 dated 27 November 2000 issued by thierdh
Bank of the Republic of Kazakhstan. The companyeived license for investment portfolio
managemenie 0403200363 dated 30 September 2005 issued by dtiendl Bank of the Republic
of Kazakhstan.

JSC Insurance Company Kazkommerts-Policy is a jgiimtk company and operates under laws of
the Republic of Kazakhstan since 1996. The com@apyimary business consists in insurance of
property, cargoes, motor hull, civil liability insance of vehicle owners, insurance of other civil
liabilities and reinsurance. The company has liesiNs 13-8/1 dated 1 July 2005 and 13-8/1 dated 1
July 2005 issued by the National Bank of the ReipudflKazakhstan.

JSC Kazkommertsbank Kyrgyzstan is a joint stockkband operates under laws of the Kyrgyz
Republic since 1991. The Bank’s operations are laégd by the National Bank of the Kyrgyz
Republic according to liceng@ 010. The Bank’s primary business consists of cororaebanking
activities, acceptance of deposits from individuélansfer of payments, issue of loans, operations
with foreign exchange and derivative instrumentggioating loans and guarantees.

LLP Processing company is a limited liability pantship and operates under laws of the Republic of
Kazakhstan since 9 July 2004. The company is egidtwith the Ministry of justice of the Republic
of Kazakhstan undeXe 64313-1910FO0. The Company’s primary business is to providgment
card and related services

Kazkommerts International BV is a limited liabilipartnership (B.V.) and operates under laws of the
Kingdom of Netherlands since 1 October 1997. Thengany was established for the primary
purpose of raising funds for the Bank at foreigmitzd markets. The company has license
24278506 dated 1 October 1997 for raising fundduiting issuance of bonds and other securities,
and entering into agreements regarding those #esvissued by Chamber of Commerce of
Netherlands.

Kazkommerts Finance Il BV is a limited liability paership (B.V.) and operates under laws of the
Kingdom of Netherlands since 13 February 2001. Toenpany was established for the primary
purpose of raising funds for the Bank at foreigmitzd markets. The company has license
24317181 dated 13 February 2001 for conducting ragpaypes of banking and other types of
operations issued by Chamber of Commerce of Nethesl

Kazkommerts Capital Il BV is a limited liability paership (B.V.) and operates under laws of the
Kingdom of Netherlands since 11 April 2000. The @amy was established for the primary purpose
of raising funds for the Bank at foreign capitalrkeds. The company has license24305284 dated
11 April 2000 for conducting operations issued a@ber of Commerce of Netherlands.

In October 2005, Kazkommertsbank acquired from DBCABN AMRO Bank 100 % shares in a
pension assets management company — JSC OCOPAIMANBRIO Asset Management Kazakhstan
(the “ABN AM”) and 80,01% shares in the Accumulatid?ension Fund JSC ABN AMRO
KaspiyMunaiGaz (the “ABN APF"). (see Note 22). lmetagreement with the seller, ABN APF and
ABN AM should receive new name. The process of ma@ng is associated with making changes to
the foundation documents of both organizations. Mewes will be announced after the end of the
process of re-registration.

10



ABN AM is a joint stock company operating under $aof the Republic of Kazakhstan since 1998.
The company’s primary business consists of investmme@anagement of pension assets. The company
has a license for investment management of perfgiotis Noe 0412200149 dated 18 August 2004
issued by the Republic of Kazakhstan Agency foul&ipn and supervision of financial market and
financial organizations, license for investmenttfmdio managemenke 0403200199 dated 18 August
2004 issued by the Republic of Kazakhstan Agencyedgulation and supervision of financial market
and financial organizations, license for brokerldeactivity at the securities market without thght

to maintain accounts of customéfts0402200216 dated 18 August 2004.

ABN APF is a joint stock company operating sinc®8@inder laws of the Republic of Kazakhstan.
The Company’s primary business is pension assetsatipns according to the legislation of the
Republic of Kazakhstan. The Company operates uadstate license for attraction of pension
contribution and making pension paymeMs0000019 dated 22 January 2004 issued by the RK
Agency for regulation and supervision of finanerarket and financial organizations.

As at 31 December 2005, the following shareholdensed the issued shares of Kazkommertsbhank:

Bank shareholders:
Common shares:

JSC Central Asian Investment Company 49.25%
The Bank of New York (nominal holder) 30.50%
EBRD 15.00%
Other 5.25%
Total 100%
Preference shares:

JSC APF Ular Umit 27.46%
AIFRI ZIG 23.22%
The Bank of New York (nominal holder) 19.06%
JSC Kazkommerts Invest 15.98%
Other 14.28%
Total 100%

Ultimate shareholders:
Common shares:

Subkhanberdin N.S. 34.26%
The Bank of New York (nominal holder) 30.50%
EBRD 15.00%
Other 20.24%
Total 100%
Preference shares:

JSC Zangar Invest Group 39.22%
The Bank of New York (nominal holder) 19.06%
JSC APF Ular Umit 11.30%
LLP Vneshinvest Company 6.90%
LLP Terminal 6.90%
Other 16.62%
Total 100%

11



BASIS OF PRESENTATION
Accounting basis

These consolidated financial statements of the ferbave been prepared in accordance with
International Financial Reporting Standards (“IFRSThese financial statements are presented in
thousands of Kazakhstani tenge (“KZT'000"), excémt earnings per share amounts and unless
otherwise indicated. These financial statementgegpared on an accrual basis under the historical
cost convention, except for revaluation of certsnets and fair value of financial instruments.

Kazkommertsbank and its subsidiaries in the RepudflKazakhstan maintain its accounting records

in accordance with IFRS, while its foreign subsigis maintain accounting records in accordance

with the requirements of their countries of resiemhere subsidiaries operate. These consolidated
financial statements have been prepared basedeactounting records of Kazkommertsbank and its

subsidiaries, and have been adjusted to confolfFRS.

The preparation of financial statements in confeymwith IFRS requires management to make
estimates and assumptions that affect the repartgalint of assets and liabilities and disclosure of
contingent assets and liabilities at the date ef fihancial statements and reported amounts of
revenues and expenses during the reporting peficial results could differ from those estimates.
Estimates that are particularly susceptible to geamelate to the provisions for impairment losses a
the fair value of financial instruments.

SIGNIFICANT ACCOUNTING POLICIES
Basis of consolidation

The consolidated financial statements incorporag¢efinancial statements of Kazkommertsbank and
entities controlled by the Bank made up to 31 Ddmmmeach year. Control is achieved where the
Bank has the power to govern the financial and aipey policies of an investee entity so as to obtai
benefits from its activities.

On acquisition, the assets (including identifialiiéangible assets) and liabilities and contingent
liabilities of a subsidiary are measured at thair Yalues at the date of acquisition. Any excdsb®
cost of acquisition over the fair values of theniiféable net assets acquired is recognised as
goodwill. Any deficiency of the cost of acquisitixelow the fair values of the identifiable net asse
acquired (i.e. discount on acquisition) is creditecrofit and loss in the period of acquisitiorhel
minority interest is stated at the minority’s progpan of the fair values of the assets and lialesit
recognised. Subsequently, any losses applicabtbetaminority interest in excess of the minority
interest are allocated against the interests opénent.

The results of subsidiaries acquired or disposeduning the year are included in the consolidated
profit and loss account from the effective dataaduisition or up to the effective date of disppaal
appropriate.

Where necessary, adjustments are made to the i@hastatements of subsidiaries to bring the
accounting policies used into line with those ulsedhe Bank.

In translating the financial statements of a fonmegubsidiary into the presentation currency for
incorporation in the consolidated financial statatag the Bank follows a translation policy in

accordance with International Accounting StandardThe Effects of Changes in Foreign Exchange
Rates” and the following procedures are done:
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» assets and liabilities, both monetary and non-naogetof the foreign entity are translated at
closing rate;

» income and expense items of the foreign entitytrameslated at the average exchange rate for the
period;

« all resulting exchange differences are classifedquity until the disposal of the investment;

» on disposal of the investment in the foreign emtitlated exchange differences are recognized in
the profit and loss account.

All intra-group transactions, balances, income exygenses are eliminated on consolidation.
Investments in associates and other entities

An associate is an entity over which the Groumis iposition to exercise significant influence, but
not control.

The results of operations and assets and lialsiltieassociates are incorporated in these financial
statements using the equity method of accountig@bwhen classified as held for sale or available-
for-sale.

Investments in associates and other entities ariedan the balance sheet at cost as adjustedsty p
acquisition changes in the Group’s share of theamséts of the associate, less any impairmengin th
value of individual investments. Losses of the alsdes in excess of the Group’s interest in those
associates are not recognised.

Any excess of the cost of acquisition over the @ieshare of the fair values of the identifiabld ne
assets of the associate at the date of acquis#timerognised as goodwill. Any deficiency of thestco
of acquisition below the Group’s share of the failues of the identifiable net assets of the asseci
at the date of acquisition (i.e. discount on adtjais) is credited in profit and loss in the periofl
acquisition.

Where a group company transacts with an assodidte @roup, profits and losses are eliminated to
the extent of the Bank’s interest in the relevassogiate. Losses may provide evidence of an
impairment of the asset transferred in which cggeapriate provision is made for impairment.

As at 31 December 2005 assets, liabilities andnmcof associated companies for the year then
ended are presented as follows (Note 21):

Name of associated Fair value of Total assets of  Total liabilities of Profit or loss
company investments to associated associated
associated company company
company
JSC APF Ular Umit 387,782 1,136,455 194,779 422,215
Goodwill

Goodwill arising on consolidation represents theess of the cost of acquisition over the Bank’s
interest in the fair value of the identifiable assand liabilities of a subsidiary, associate dntjg
controlled entity at the date of acquisition.

The Bank tests goodwill for impairment at leastuily.

If the Bank’s interest in the net fair value of dentifiable assets, liabilities and contingeabliities
exceeds the cost of the business combination, dimé:B
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(a) reassess the identification and measurement oBtdrk’s identifiable assets, liabilities and
contingent liabilities and the measurement of th& of the combination; and

(b) recognise immediately in profit or loss any exagseaining after that reassessment on the date
of acquisition.

On disposal of a subsidiary, associate or jointgtmlled entity, the attributable amount of gooliwi
is included in the determination of the profit os$ on disposal.

Investments in other subsidiaries and associates

Investments in corporate shares where the Grous amore than 20% of share capital, but does not
have ability or intent to control or exercise sfgrant influence over operating and financial pielg;

or non-consolidation of such companies does natifiigntly affect the financial statements of the
Group as a whole, as well as investments in cotpataares where the Bank owns less than 20% of
share capital, are accounted for at fair valuetaapgproximate fair value. If such value cannot be
estimated, investments are accounted for at caatalglement periodically assesses realizability ef th
carrying values of such investments and providekiatimn allowances, if necessary. Such
investments are accounted for as investments élaifar-sale.

Recognition and measurement of financial instrumerst

The Group recognizes financial assets and liadslitin its balance sheet when it becomes a party to
the contractual obligation of the instrument. Ragway purchase and sale of the financial asseks an
liabilities are recognized using settlement dateoanting. Regular way purchases of financial
instruments that will be subsequently measurediatvilue between trade date and settlement date
are accounted for in the same way as for acqurgiduments.

Financial assets and liabilities are initially rgnzed at fair value plus, in the case of a finahasset

or financial liability not at fair value through gfit or loss transaction costs that are directly
attributable to acquisition or issue of the finah@sset or financial liability. The accounting ipiEs

for subsequent re-measurement of these items scsied in the respective accounting policies set
out below.

Cash and cash equivalents

Cash and cash equivalents include cash on handstuoted balances on correspondent and time
deposit accounts with the National Bank of the Rédipwof Kazakhstan, Central bank of the Russian
Federation, National bank of Kyrgyz Republic wittiginal maturity within 90 days, advances to
banks in countries included in the Organization Exonomic Co-operation and Development
(“OECD"), except for margin deposits for operatiomgh plastic cards, which may be converted to
cash within a short period of time. For purposesiefermining cash flows, the minimum reserve
deposit required by the Central bank of the RusBigteration is not included into cash equivalents
due to restrictions on its availability.

Loans and advances to banks

In the normal course of business, the Group maistadvances or deposits for various periods of
time with other banks. Loans and advances to baitts a fixed maturity term are subsequently

measured at amortized cost using the effectivaaaterate method. Those that do not have fixed
maturities are carried at cost. Loans and advatwdsanks are carried net of any allowance for
impairment losses.
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Assets held-for-trading

Assets held-for-trading represent assets acquiredipally for the purpose of selling them in the
near term, or it is a part of portfolio of idengidi financial instruments that are managed together

for which there is evidence of a recent and achaitern of short-term profit-taking, or it is a
derivative (except if it is designated and effeetivedging instrument). Assets held-for-trading are
initially recorded and subsequently measured atviaiue. The Group uses quoted market prices to
determine fair value for the Group’s assets hefetffading. When reliable market prices are not
available or if liquidating the Group’s position uld reasonably be expected to impact market prices,
fair value is determined by reference to price gtiohs for similar instruments traded in different
markets or management’s estimates of the amouatsc#én be realized from an orderly disposition
over a period of time, assuming current market d¢mrs. Fair value adjustment on assets held-for-
trading is recognized in profit and loss for theiqe.

Repurchase and reverse repurchase agreements

The Group enters into sale and purchase back agrasnf‘repos”) and purchase and sale back
agreements (“reverse repos”) in the normal coufds business. Repos and reverse repos are dtilize
by the Group as an element of its treasury manageamel trading business.

A repo is an agreement to transfer a financial tass@nother party in exchange for cash or other

consideration and a concurrent obligation to remeqthe financial assets at a future date for an

amount equal to the cash or other consideratiorhaged plus interest. These agreements are
accounted for as financing transactions. Finaneisdets sold under repo are retained in the

consolidated financial statements and consideratopived under these agreements is recorded as
collaterized deposit received.

Assets purchased under reverse repos are recardid@ iconsolidated financial statements as cash
placed on deposit which is collaterized by sea@sitind other assets.

In the event that assets purchased under revgyseare sold to third parties, the results are abr
with the gain or loss included in net gains/(lo¥ses respective assets. Any related income or
expense arising from the pricing difference betwpanchase and sale of the underlying assets is
recognized as interest income or expense.

Derivative financial instruments

The Group enters into derivative financial instrumsefor trading purposes. Derivatives entered into
by the Group include forwards, swaps and foreigmericy options.

Derivative financial instruments are initially reded and subsequently measured at fair value which
approximates the fair value of the consideratioregi Fair values are obtained from the interesisrat
model. Most of the derivatives the Group entere mte of a short-term and speculative nature. The
results of the valuation of derivatives are repiiite assets (aggregate of positive market values) o
liabilities (aggregate of negative market valugsgpectively. Both positive and negative valuation
results are recognized in the profit and loss lieryear in which they arise under net gain on fprei
exchange operations for foreign currency derivative

Originated loans

Loans originated by the Group are financial asg®tsare created by the Group by providing money
directly to a borrower or by participating in a dicated loan.

15



Loans granted by the Group with fixed maturities amitially recognized at fair value plus initial
direct costs and fees that are integral to theastaate. The difference between the nominal atnoun
of consideration given and the amortized cost ahfissued at lower than market terms is recognized
in the period the loan is issued as initial rectigni adjustment discounting using market rates at
inception and included in the profit and loss act@s losses on origination of assets. Subsequently
the carrying amount of such loans is adjusted faoréization of the premiums/discounts on
origination and the related income is recordednssrést income within the profit and loss account
using the effective interest method. Loans to austs that do not have fixed maturities are carated
cost. Loans to customers are carried net of aoyvalhce for impairment losses.

Write off of loans and advances

Loans and advances are written off against allo@docimpairment losses in case of uncollectibility
of loans and advances, including through repossegsi collateral. Loans and advances are written
off after management has exercised all possitsligieailable to collect amounts due to the Group and
after the Group has sold all available collaterethe decision on writing off bad debt against
allowance for impairment losses for all major, prehtial, unsecured and insider loans should
necessarily be confirmed with a procedural docurnéjidicial or notary bodies certifying that atth
time of the decision the debt could not be reppatt{ally repaid) with the debtor’s funds.

Non-accrual loans

Once a financial asset or a group of similar finahassets has been written down (partly written
down) as a result of an impairment loss, interasbiine is thereafter recognised using the rate of
interest used to discount the future cash flowgHerpurpose of measuring the impairment loss.

Allowance for impairment losses

The Group establishes an allowance for impairmasgds of financial assets when there is objective
evidence that a financial asset or group of finainassets is impaired. The allowance for impairment
losses is measured as the difference between mgreynounts and the present value of expected
future cash flows, including amounts recoverabtenfrguarantees and collateral, discounted at the
financial asset’s original effective interest rdte, financial assets which are carried at amanftisest.

If in a subsequent period the amount of the impaithioss decreases and the decrease can be related
objectively to an event occurring after the impainhwas recognised, the previously recognised
impairment loss is reversed by adjusted an alloeawcount. For financial assets carried at cost the
allowance for impairment losses is measured adliffierence between the carrying amount of the
financial asset and the present value of estimfatiesle cash flows discounted at the current market
rate of return for a similar financial asset. Simpairment losses are not reversed.

The determination of the allowance for impairmestsis is based on an analysis of the risk assets
and reflects the amount which, in the judgment a@nagement, is adequate to provide for losses
incurred. Provisions are made as a result of aivithehl appraisal of risk assets for financial asse
that are individually significant, and an individua collective assessment for financial assetsaha

not individually significant.

The change in the allowance for impairment lossegharged to profit and the total of the allowance
for impairment losses is deducted in arriving ae#s as shown in balance sheet. Factors that the
Group considers in determining whether it has dhjecevidence that an impairment loss has been
incurred include information about the debtors’issuers’ liquidity, solvency and business and
financial risk exposures, levels of and trendsehndjuencies for similar financial assets, naticarad

local economic trends and conditions, and theviaiue of collateral and guarantees. These and othe
factors may, either individually or taken togethprpvide sufficient objective evidence that an
impairment loss has been incurred in a financis¢er group of financial assets.
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It should be understood that estimates of lossasva an exercise of judgment. While it is possible
that in particular periods the Group may sustagsés, which are substantial relative to the all@gan
for impairment losses, it is the judgment of mamaget that the allowance for impairment losses is
adequate to absorb probable losses incurred atisthassets.

Investments held-to-maturity

Investments held-to-maturity are debt securitieth wieterminable or fixed payments. The Group has
the positive intent and ability to hold them to orétyy. Such securities are carried at amortized,cos

less any allowance for impairment. Amortized disdsuare recognized in interest income over the
period to maturity using the effective interest noet.

Investments available-for-sale

Investments available-for-sale represent debt @uityeinvestments that are intended to be held for
an undetermined period of time. Such securitiedratially recorded at fair value. Subsequently the
securities are measured at fair value, with sueimeasurement recognized directly in equity, plus
accrued coupon income recognized in consolidatefitr loss for the period as interest income on
investment securities. The Group uses quoted makees to determine the fair value for the
Group’s investments available-for-sale. If suchtgaado not exist, management estimation is used.
Interest income on investments available-for-saleeflected in the consolidated profit and loss
account as interest income on investments in dexsirDividends received are included in dividend
income in the consolidated profit and loss account.

When there is objective evidence that such seesriiave been impaired, the cumulative loss
previously recognized in equity is removed from iggand recognized in profit and loss for the

period. Reversals of such impairment losses on ohdtuments, which are objectively related to

events occurring after the impairment, are recaghin profit and loss for the period. Reversals of
such impairment losses on equity instruments areaoognized in profit and loss.

Fixed and intangible assets

Fixed and intangible assets, except for buildingsg eonstructions, are carried at historical coss le
accumulated depreciation. Buildings and construastiare carried at the market value. Depreciation
on assets under construction and those not placedrvice commences from the date the assets are
ready for their intended use.

Depreciation of fixed and intangible assets is gadron the carrying value of fixed assets and is
designed to write off assets over their useful eaan lives. It is calculated on a straight line ibast
the following annual prescribed rates:

Buildings and constructions 1-5%
Furniture and equipment 8-33%
Intangible assets 15-33%

The carrying amounts of fixed and intangible asae¢sreviewed at each balance sheet date to assess
whether they are recorded in excess of their reate amounts, and where carrying values exceed
this estimated recoverable amount, assets aremwdtiwn to their recoverable amount. An impairment

is recognized in the respective period and is ohetlin operating expenses. After the recognition of
an impairment loss the depreciation charge fordfiassets is adjusted in future periods to allotate
assets’ revised carrying value, less its residabley(if any), on a systematic basis over its raingi
useful life.
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Land and buildings held for use in supply of seegicor for administrative purposes, are statetien t
balance sheet at their revalued amounts, beindaihevalue at the date of revaluation, determined
from market-based evidence by appraisal undertalggprofessional appraisers, less any subsequent
accumulated depreciation and subsequent accumuleighirment losses. Revaluations are
performed with sufficient regularity such that terying amount does not differ materially fromttha
which would be determined using fair values atlikance sheet date.

Any revaluation increase arising on the revaluatdsuch land and buildings is credited to thedixe
assets revaluation reserve, except to the extantithieverses a revaluation decrease for the same
asset previously recognised as an expense, in whish the increase is credited to the profit asd 1o
account to the extent of the decrease previoudygeld. A decrease in carrying amount arising on the
revaluation of such land and buildings is chargedaa expense to the extent that it exceeds the
balance, if any, held in the properties revaluatieserve relating to a previous revaluation of that
asset.

Depreciation on revalued buildings is charged twome. On the subsequent sale or retirement of
arevalued property, the attributable revaluatiempkis remaining in the properties revaluation
reserve is transferred directly to retained eamning

Taxation
Income tax expense represents the sum of the ¢amendeferred tax expense.

The current tax expense is based on taxable foofihe year. Taxable profit differs from net piais
reported in the profit and loss account becauserdludes items of income or expense that are taxabl
or deductible in other years and it further exchiitems that are never taxable or deductible. The
Group’s current tax expense is calculated usingréa@s that have been enacted or substantively
enacted by the balance sheet date.

Deferred tax is the tax expected to be payableecoverable on differences between the carrying
amounts of assets and liabilities in the finanstakements and the corresponding tax bases used in
the computation of taxable profit, and is accounfied using the balance sheet liability method.
Deferred tax liabilities are generally recogniseddll taxable temporary differences and defereed t
assets are recognised to the extent that it isgbtebthat taxable profits will be available against
which deductible temporary differences can beaddi Such assets and liabilities are not recognised
if the temporary difference arises from goodwill foom the initial recognition (other than in a
business combination) of other assets and ligslitn a transaction that affects neither the tafitpr

nor the accounting profit.

Deferred tax liabilities are recognised for taxatdenporary differences arising on investments in
subsidiaries and associates, and interests in yeintures, except where the Group is able to cbntro
the reversal of the temporary difference and ipligbable that the temporary difference will not
reverse in the foreseeable future.

The carrying amount of deferred tax assets is vexieat each balance sheet date and reduced to the
extent that it is no longer probable that suffitieaxable profits will be available to allow all part
of the asset to be recovered.

Deferred tax is calculated at the tax rates thateapected to apply in the period when the liabikt
settled or the asset is realised. Deferred takasged or credited in the consolidated profit aoss|
account, except when it relates to items chargedredited directly to equity, in which case the
deferred tax is also dealt with in equity.

Countries where the Group operates also have vadther taxes, which are assessed on the Group’s

activities. These taxes are included as a compaofeoperating expenses in the consolidated profit
and loss account.
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Deposits from banks and customers

Customer and bank deposits are initially recogneefdir value, which amounts to the issue proceeds
less transaction costs incurred. Subsequently armodwme are stated at amortized cost and any
difference between net proceeds and the redemydilme is recognized in the consolidated profit and
loss account over the period of the borrowingsgiiie effective interest method.

Debt securities issued

Debt securities issued represent promissory noggtificates of deposit and debentures issued &y th
Group. They are accounted for according to the ganmeiples used for customer and bank deposits.

Provisions

Provisions are recognized when the Group has @&mpirésgal or constructive obligation as a result of
past events, and it is probable that an outflowesburces embodying economic benefits will be
required to settle the obligation and a reliablineste of the obligation can be made.

Share capital and share premium

Contributions to share capital are recognized at.c8hare premium represents the excess of
contributions over the nominal value of the shasesed. Gains and losses on sales of treasury stock
are charged or credited to share premium.

External costs directly attributable to the issfim@w shares, other than on a business combination,
are deducted from equity net of any related inctames.

Dividends on common shares are recognized in e@sity reduction in the period in which they are
declared. Dividends that are declared after thartza sheet date are treated as a subsequent event
under International Accounting Standard 10 “Evesiter the Balance Sheet Date” and disclosed
accordingly.

Retirement and defined contribution plans

In accordance with the requirements of the legmbabf the countries in which the Bank and its

subsidiaries operate, the Group withholds amouhfgension contributions from employee salaries
and pays them to the state pension funds. In add#tich pension system provides for calculation of
current payments by the employer as a percentageummént total disbursements to staff. Such

expense is charged in the period the related salare earned. Upon retirement all retirement litenef
payments are made by pension funds selected byogegd. The Group does not have any pension
arrangements separate from the State pension systéine Republic of Kazakhstan and countries
where its subsidiaries operate. In addition, th@u@rhas no post-retirement benefits or other
significant compensated benefits requiring accrual.

Recognition of income and expense

Interest income and expense are recognized on@nadasis using effective interest rate method.
Interest income also includes income earned orsinwents in securities. Other income is credited to
profit and loss account when the related transastase completed. Loan origination fees are daferre
(together with related direct costs) and recogniasdan adjustment to the loan’s effective yield.
Commission incomes/expenses are recognized oncameabasis.
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Fee and commission income

Fee and commission income includes loan origindées, loan commitment fees, loan servicing fees
and loan syndication fees. Loan origination fees deferred, together with the related direct costs,
and recognized as an adjustment to the effectivezast rate of the loan. Where it is probable that
loan commitment will lead to a specific lendingaangement, the loan commitment fees are deferred,
together with the related direct costs, and recgghis an adjustment to the effective interestafite
the resulting loan. Where it is unlikely that a loeaommitment will lead to a specific lending
arrangement, the loan commitment fees are recogjizprofit and loss over the remaining period of
the loan commitment. Where a loan commitment espingthout resulting in a loan, the loan
commitment fee is recognized in profit and losseompiry. Loan servicing fees are recognized as
revenue as the services are provided. Loan symalicBtes are recognised in profit and loss when the
syndication has been completed. All other commiss#re recognized when services are provided.

Underwriting income

Underwriting income includes net written insuraremiums and commissions earned on ceded
reinsurance reduced by the net change in the ue@gmemium reserve, claims paid, the provision of
insurance losses and loss adjustment expenseppiog acquisition cost.

Net written insurance premiums represent grosdemripremiums less premiums ceded to reinsurers.
Upon inception of a contract, premiums are recomedritten and are earned on a pro rata basis over
the term of the related policy coverage. The uredpremium reserve represents the portion of the
premiums written relating to the unexpired terms@ierage and is included within other liabilitias

the accompanying consolidated balance sheet.

Losses and loss adjustments are charged to theltated profit and loss accounts as incurred
through the reassessment of the reserve for lesgblss adjustment expenses.

Commissions earned on ceded reinsurance contraetsregorded as income at the date the
reinsurance contract is written and deemed enfbieea

Policy acquisition costs, comprising commission&lfa insurance agents and brokers, which vary
with and are directly related to the production refw business, are deferred, recorded in the
accompanying consolidated balance sheet withinraibsets, and are amortized over the period in
which the related written premiums are earned.

Reserve for insurance losses and loss adjustmentpexses

The reserve for insurance losses and loss adjustmgenses is included in the accompanying
consolidated balance sheets within other liabflitend is based on the estimated amount payable on
claims reported prior to the balance sheet datéchwhave not yet been settled, and an estimate of
incurred but not reported claims relating to thgoréing period.

Due to the absence of prior experience, the redeniacurred but not reported claims (“IBNR”) was
established as being equal to the expected logs faat each line of business times the value of
coverage, less the losses actually reported.

The methods for determining such estimates andblegtang the resulting reserves are continuously
reviewed and updated. Resulting adjustments alexteél in current income.

Reinsurance
In the ordinary course of business, the Group cedasurance. Such reinsurance arrangements

provide for greater diversification of businesdpwl management to control exposure to potential
losses arising from legal risks and provide adddiaapacity for growth.

20



Reinsurance assets include balances due from raimsei companies for paid and unpaid losses and
loss adjustment expenses, and ceded unearned pmemAmounts receivable from reinsurers are
estimated in a manner consistent with the clainbilltg associated with the reinsured policy.
Reinsurance is recorded gross unless a right aebfxists and is included in the accompanying
consolidated balance sheets within other assets.

Reinsurance contracts are assessed to ensure ridlatwuiting risk, defined as the reasonable
possibility of significant loss, and timing riskefihed as the reasonable possibility of a significa
variation in the timing of cash flows, are transéerby the Group to the reinsurer.

Foreign currency translation

Monetary assets and liabilities denominated inifprecurrencies are translated into KZT at the
appropriate spot rates of exchange ruling at thenlba sheet date. Foreign currency transactions are
accounted for at the exchange rates prevailingeatiaite of the transaction. Profits and lossesgris
from these translations are included in net gaifoogign exchange operations.

Rates of exchange

The exchange rates at year-end used by the Grotheipreparation of the consolidated financial
statements are as follows:

2005 2004
KZT/1 USD 133.98 130.00
KZT/1 Euro 158.99 177.10
KZT/Kyrgyz som 3.24 3.12
KZT/RUR 4.66 4.67

Offset of financial assets and liabilities

Financial assets and liabilities are offset andrega net on the balance sheet when the Group has a
legally enforceable right to set off the recogniaedounts and the Group intends either to settla on
net basis or to realize the asset and settle dbdity simultaneously. In accounting for a transbé a
financial asset that does not qualify for derectignj the Group does not offset the transferreetass
and the associated liability.

Contingencies

Contingent liabilities are not recognized in thasalidated financial statements unless it is prdbab
that an outflow of resources will be required tdtlsethe obligation and a reliable estimate can be
made. A contingent asset is not recognized in thesalidated financial statements but disclosed
when an inflow of economic benefits is probable.

Fiduciary activities

The Group provides trustee services to its custenfdso the Group provides depositary services to
its customers. Assets accepted and liabilitiesriecliunder the fiduciary activities are not incldde

the Group’s financial statements. The Group acc@soperational risk on these activities, but the
Group’s customers bear the credit and market asksciated with such operations.

Segment reporting

A segment is a distinguishable component of theu@tbat is engaged either in providing products or
services (business segment) or in providing pradust services within a particular economic
environment (geographical segment), which is subjeaisks and rewards that are different from
those of other segments. Segments with a majofitgvenue earned from sales to external customers
and whose revenue, result or assets are ten pérocemore of all the segments are reported
separately. Geographical segments of the Group Hmeen reported separately within these
consolidated financial statements based on theaté domicile of the counterparty, e.g. based on
economic risk rather than legal risk of the coupdety.
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Restatements due to the changes in IFRS

Certain restatements have been made to the coasalifinancial statements as at 31 December 2004
and for the year then ended to comply with the ghann IAS 1 “Presentation of Financial Statements”
and IAS 39 “Financial Instruments: Recognition dtelasurement” effective for the periods beginning
on or after 1 January 2005. Such restatements lheee done retrospectively to the earliest financial
statements period presented.

According to the revised IAS 1 “Presentation ofdfinial Statements”, profit or loss attributable to
minority interest should not be presented in tharicial statements as items of income or expense.

According to the revised IAS 39 “Financial Instrumtge Recognition and Measurement” a gain or loss
on an available-for-sale financial asset shalldmognised directly in equity, through the statenwdnt
changes in equity, except for impairment lossesfareign exchange gains and losses. The amount of
adjustment of fair value of investments availaliedale in the consolidated financial statements of
the Group for the year ended 31 December 2004 atewuo KZT 29,330 thousand. The cumulative
effect of adjustment of fair value of investmentsitable-for-sale recognised in consolidated firanc
statements of the Group as at 31 December 200shenRevenue reserve amounted to positive
valuation of KZT 11,454 thousand.

Balance sheet Amount as per  Amount as per Effect on
the previous current report the financial
report statements items
KZT'000 KZT'000 KZT'000
Retained earnings as at 31 December 2003 31,986,76 31,495,984 40,784
Revaluation reserve for investments available-for-
sale as at 31 December 2003 - 40,784 40,784
Retained earnings as at 31 December 2004 40,043,825 40,032,371 11,454
Revaluation reserve for investments available-for-
sale as at 31 December 2004 - 11,454 11,454

Reclassifications

Certain reclassifications have been made to thenéiml statements as at 31 December 2004 and for
the year then ended to conform to the presentasat 31 December 2005 and for the year then ended.

Adoption of new and revised International FinancialReporting Standards

At the date of authorization of these financiatesteents, the following standards were issued but no
effective:

* IFRS 4 “Insurance contracts”, amendments for fir@muiarantee contracts,
e IFRS 1 “First time adoption of IFRS”, amendmeniating to IFRS 6,
* IFRS 6 “Exploration for and of Evaluation minerakats”.

The Bank’s management does not believe that tleetefbf the new standards will be material. These
standards will be effective for financial yearstitg on or after January 1, 2006.
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NET INTEREST INCOME

Interest income

Interest on loans to customers

Interest on debt securities

Interest on loans and advances to banks
Interest on reverse repurchase transactions

Total interest income
Interest expense
Interest on debt securities issued
Interest on customer accounts
Interest on loans and advances from banks
Interest on repurchase transactions

Other interest expenses

Total interest expense

Net interest income before provision for impairmieisses on interest

bearing assets

Year ended Year ended
31 December 31 December
2005 2004
KZT'000 KZT'000
77,134,949 49,790,474
4,086,885 4,884,924
3,922,908 1,028,572
646,066 459,011
85,790,808 56,162,981
23,419,864 15,890,104
10,365,532 6,970,456
9,862,857 3,800,499
136,515 275,253
1,401,194 206,916
45,185,962 27,143,228
40,604,846 29,019,753

ALLOWANCE FOR IMPAIRMENT LOSSES, OTHER PROVISIONS

The movements in allowance for impairment lossemtarest bearing assets were as follows:

31 December 2003

Provision

Write-off of assets

Recoveries of assets previously written off
Exchange rate difference

31 December 2004

Provision

Write-off of assets

Recoveries of assets previously written off
Exchange rate difference

31 December 2005

Loans and Loans to Total
advances to banks customers
KZT'000 KZT'000 KZT'000
414,586 19,069,078 19,483,664
119,010 11,102,578 11,221,588
- (733,040) (733,040)
- 468,562 468,562
(569) (28,326) (28,895)
533,027 29,878,852 30,411,879
711,770 17,120,943 17,832,713
- (5,359,106) (5,359,106)
- 531,279 531,279
11 (9,936) (9,925)
1,244,808 42,162,032 43,406,840
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The movements in insurance provisions and allowam@eimpairment losses on other transactions

were as follows:

31 December 2003

Provision

Write-off of assets

Recoveries of assets previously written off
Exchange rate difference

31 December 2004

Provision

Write-off of assets

Recoveries of assets previously written off
Exchange rate difference

31 December 2005

Insurance provisions comprised:

Property

Vehicles

Civil liability for owners of vehicles
Civil liability for damage

Other

The movements in provision for guarantees and otifEbalance sheet contingencies were as

Insurance Other assets Total
provisions
KZT'000 KZT'000 KZT'000
1,056,744 30,520 1,087,264
499,780 115,623 615,403
- (38,910) (38,910)
- 5,687 5,687
- (2,205) (2,205)
1,556,524 110,715 1,667,239
788,348 91,344 879,692
- (81,027) (81,027)
- 6,271 6,271
- 2,884 2,884
2,344,872 130,187 2,475,059

31 December

31 December

2005 2004

KZT'000 KZT'000
894,49 619,681
707,68! 581,536
281,93! 165,905
64,04 157,254
396,78 32,148
2,344,87 1,556,524

follows:
2005 2004
KZT'000 KZT'000
1 January 1,530,192 1,426,290
Provision for the period 1,059,376 106,163
Exchange rate difference (228) (2,261)
31 December 2005 2,589,340 1,530,192
NET GAIN ON OPERATIONS WITH ASSETS HELD-FOR-TRADING
Net gain on assets held-for-trading comprise:
Year ended Year ended
31 December 31 December
2005 2004
KZT'000 KZT'000
Equity securities 1,146,416 67,078
Debt securities (403,987) (44,925)
Total net gain on assets held-for-trading 742,429 22,153
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NET GAIN ON FOREIGN EXCHANGE OPERATIONS

Net gain on foreign exchange operations comprise:

25

Year ended Year ended
31 December 31 December
2005 2004
KZT'000 KZT'000
Dealing, net 2,101,334 2,728,166
Translation differences, net (324,642) (1,043,907)
Total net gain on foreign exchange operations 16006 1,684,259
FEE AND COMMISSION INCOME AND EXPENSE
Fee and commission income and expense comprise:
Year ended Year ended
31 December 31 December
2005 2004
KZT'000 KZT'000
Fee and commission income:
Cash operations 3,446,053 2,786,351
Settlements 2,417,591 1,990,530
Documentary operations 2,232,910 1,599,603
Foreign exchange and securities operations 1,333,63 1,236,596
Credit cards operations 1,227,060 892,583
Encashment operations 139,486 136,200
Other 592,438 460,312
Total fee and commission income 11,389,172 9,102,175
Fee and commission expense:
Bank cards services 467,539 356,498
Insurance activity 367,918 269,407
Documentary operations 117,105 93,204
Foreign currency and securities operations 105,181 82,406
Computation center of NBRK 82,259 63,397
Correspondent bank services 77,401 80,065
Other 141,015 43,054
Total fee and commission expense 1,358,418 988,031
OTHER INCOME
Year ended Year ended
31 December 31 December
2005 2004
KZT'000 KZT'000
Insurance premiums 2,393,582 1,479,307
Fines and penalties received 108,996 40,279
Gain on sale of fixed assets 28,343 98,866
Other 159,455 276,493
Total other income 2,690,376 1,894,945




10. OPERATING EXPENSES

Year ended Year ended
31 December 31 December
2005 2004
KZT'000 KZT'000
Staff costs 6,516,771 3,782,316
Depreciation and amortization 1,563,971 1,302,066
Fixed assets maintenance 665,678 542,605
Advertising costs 586,762 417,038
Operating lease 514,507 375,367
Value added tax 455,588 332,100
Telecommunicationss 366,676 333,759
Payments to the Deposit Insurance Fund 310,587 285,143
Consulting services and audit 257,582 51,010
Business trip expenses 256,401 252,618
Penalties, fines 212,271 1,433
Vehicles maintenance 150,153 161,837
Security 145,003 320,830
Taxes, other than income tax 143,589 333,038
Servicing of the bank card system 129,700 76,989
Training 94,971 136,381
Stationery 72,036 78,725
Charity and sponsorship expenses 70,144 88,827
Cash collection expenses 81,613 82,070
Representative expenses 44,585 50,517
Mail and courier expenses 40,553 41,746
Legal services 27,318 90,478
Other expenses 661,366 374,146
Total operating expenses 13,367,825 9,511,039

11. INCOME TAX EXPENSE

The Group provides for taxes based on the tax axtsauaintained and prepared in accordance with
the tax regulations of countries where the Bankitmdubsidiaries operate and which may differ from
International Financial Reporting Standards.

The Group is subject to certain permanent tax wiffees due to non-tax deductibility of certain
expenses and a tax free regime for certain income.

Deferred taxes reflect the net tax effects of terapodifferences between the carrying amounts of
assets and liabilities for financial reporting pasps and the amounts used for tax purposes. Tempora
differences as at 31 December 2005 and 2004 retatgly to different methods of income and
expense recognition as well as to recorded valtiesrtain assets.
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Temporary differences as at 31 December 2005 a@d @0mprise:

Deferred tax assets:

Provisions under guarantees and letters of credit

Other tax assets
Total deferred tax assets
Deferred tax liabilities:

Loans to banks and customers
Fixed assets

Provisions under guarantees and letters of credit

Unrealized gain on securities revaluation
Investments in associates
Other liabilities

Total deferred tax liabilities

Net deferred tax liabilities

31 December

31 December

2005 2004
KZT°000 KZT°000

- 28,255

458,822 151,486
458,822 179,741
7,439,603 6,213,631
650,412 692,053

372,355 -
182,514 205,772
93,991 21,293
9,800 22,585
8,748,675 7,155,334
8,289,853 6,975,593

Relationships between tax expenses and accountidi for the years ended 31 December 2005
and 2004 are explained as follows:

Year ended Year ended
31 December 31 December
2005 2004
KZT'000 KZT'000
Profit before income tax 22,900,724 19,357,436
Tax at the statutory tax rate (30%) 6,870,217 5,807,231
Tax effect of permanent differences (2,937,710) (242,689)
Tax correction for previous year (1,595,080) -
Tax accruals as a result of tax audit - 4,008,520
Income tax expense 2,337,427 9,573,062
Current income tax expense 1,094,855 5,876,190
Provision for deferred tax liabilities 1,242,572 3,696,872
Income tax expense 2,337,427 9,573,062
2005 2004
KZT'000 KZT'000

Deferred income tax liabilities
1 January 6,975,593 2,944,947
Decrease of fixed assets revaluation reserve 81,68 333,774
Provision for deferred tax liabilities 1,242,572 3,696,872
31 December 8,289,853 6,975,593




12. EARNINGS PER SHARE

Year ended Year ended
31 December 31 December
2005 2004
KZT'000 KZT'000
Profit:
Net profit for the year 19,140,536 8,718,629
Less:
Dividends on preferred shares (668,738) (290,370)
Income less dividends on preferred shares 18,981,7 8,428,259
Weighted average number of common shares
for basic and diluted earnings per share 360,965,71 346,141,258
Earnings per share — basic and diluted (KZT) 51.17 24.35

13. CASH AND BALANCES WITH THE NATIONAL (CENTRAL) BANKS

31 December

31 December

2005 2004
KZT’000 KZT'000
Cash on hand 17,425,044 11,218,153
Balances with the national (central) banks 19 8683, 55,074,665
Total cash and balances with the national (cenbaaiks 37,228,899 66,292,818

The balances with Central Bank of Russian Federa® at 31 December 2005 and 2004 include
KZT 640,610 thousand and KZT 783,089 thousand,edsgely, which represents the permanent
minimum reserve deposits required by the CentrakB# Russian Federation. The Group is required
to maintain the reserve balance at the Central BafRussian Federation at all times.

Cash and cash equivalents for the purposes of thiensent of cash flows are comprised of the

following:

31 December

31 December

2005 2004
KZT'000 KZT'000

Cash and balances with the national (central) banks 37,228,899 66,292,818
Loans and advances to banks in OECD countries 1964887 16,357,415
Less minimum reserve deposit with CBRF (640,610) (783,089)
Less accrued interest income on funds in NBRK amttban OECD

countries - (9,635)
Total cash and balances with the national (cenbaaiks 227,475,838 81,857,509
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14. ASSETS HELD-FOR-TRADING

Interest to nominal 31 December
2005
% KZT'000

Debt securities:
US exchequer bonds 2.7306-10.7225% 21,403,377
Eurobonds of European Investment Bank 3-5.625% 081
Bonds of Federal Home Loan Bank 4.06% 13,528,743
Bonds of Freddie Mac 4.60% 12,964,745
Eurobonds of InraAmerican Development Bank 5.37125% 8,916,213
Eurobonds of linternational Bank of Reconstruction

and Development 5% 8,153,093
Eurobonds of Nordic Investment Bank 2.75% 6,781,135
Treasury bonds of the Ministry of finance of the

Republic of Kazakhstan 2.75-5.5% 6,783,286
Eurobonds of Caisse D’Amortissement Delta France 60%. 6,732,036
Eurobonds of KFW Intl Finance 5.25% 6,722,036
Eurobonds of Bank Nederlandse Gemeenten 2.50% BEE1
Corporate bonds of issuers of the Russian Federation 7.5-15.5% 5,370,955
Bonds of the Government of Finland 5.88% 4,793,510
Bonds of Almaty Merchant Bank 8.50-10% 4,466,321
Bonds of KazTransOil 8.50% 2,379,281
Eurobonds of the Ministry of finance of the

Republic of Kazakhstan 11.13% 2,158,985
Bonds of local executive bodies of the Russian

Federation 8.20-13.30% 1,079,615
Short-term notes of NBRK 2.22% 1,002,472
Bonds of Development Bank of Kazakhstan 9.1-13% 94,2
Bonds of Bank CenterCredit 8.5-10.4% 679,603
Bonds of Karazhanbasmunai 9.1-9.9% 667,541
Bonds of Kazakhaltyn 9.90% 579,079
Bonds of Halyk Bank 7.5-7.75% 556,079
Eurobonds of TuranAlemFinance B.V. 7.875-8% 333,835
Bonds of Atyrau local executive committee 8.5-8.6% 92,094
Eurobonds of ALB Finance B.V 9% 279,830
Bonds of Bank TuranAlem 8-9.90% 271,764
Bonds of Astana city administration 8.50% 266,611
Bonds of Federal Farm Credit Bank 3.38% 263,208
Bonds of federal loan Ministry of finance of the

Russian Federation 10% 209,687
Bonds of Kazakh Mortgage Company 6.9-12.25% 191,427
Bonds of KazTransCom 8% 134,630
Bonds of Kazakhstan kagazy 10.40% 132,428
Bonds of Astana Finance 9.40% 125,945
Bonds of Khimfarm 10% 120,511
Bonds of Glotur 10% 101,972
Bonds of Kazatomprom 8.50% 88,343
Bonds of Mangistau REK 13% 64,900
Bonds of Fannie MAE - -
Bonds of Almaty Kus - -

138,568,464
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Interest to

nominal
%

5.25-12.36%

3.22-8.35%

11.28-12.3%
5-8.5%
8.50%

11.13%

12.5-13.5%
1.5-7.12%
8-13%
8-9.7%
8.13%
7.88%
8.5-8.6%
8%

.50%0
3.38%

12.75%

.09-82.25%
8%

8.50%
13%
5%
10%

31 December
2004

KZT'000

1,558,647

12,905,516

5,632,609
1,666,851
2,428,43

2,255,373

573,043
,148,420
924,941

,3191854
410,332
50,423
276,122

157,940

296,304
259,066

481,177

1,365,487
185,357

85,052

66,525
259,921
2,558

74,303,954




15.

Shares:
ADR Kazakhtelecom
Kazzinc
Aktobemunaigaz
Shares of Kazakhtelecom
- common
- preference
GDR Kazakhtelecom
Moscow shipbuilding shipyard

Total assets held-for-trading

Ownership share 31 December Ownership share

%

5.11%
0.04%
0.004%

0.009%
0.075%

2005
KZT'000

1,673,114
34,599
8,574

3,853
5,199

1,725,339

140,293,803

31 December

2004
% KZT'000
0.54% 419,641
2.70% 56,132
475,773
74,779,727

As at 31 December 2005 and 2004 included in asmdtfor-trading is accrued interest income on
debt securities amounting to KZT 1,646,393 thousamdiKZT 636,043 thousand, respectively.

As at 31 December 2005 and 2004 assets held-fdintrancluded Eurobonds of the Ministry of
finance of the Republic of Kazakhstan, bonds of féaeral loan of the Ministry of finance of the
Russian Federation, bonds of Kazakh and Russiapaoes pledged under repurchase agreements
with other banks/customers with fair value amoumtio KZT 59,143,353 thousand and KZT
28,444,727 thousand, respectively (Note 26).

LOANS AND ADVANCES TO BANKS, LESS ALLOWANCE FOR IMP AIRMENT LOSSES

Loans and advances to banks

Correspondent accounts with other banks

Accrued interest income on loans and advancesrksba

Less allowance for impairment losses

31 December

31 December

2005 2004
KZT'000 KZT'000
236,526,298 29,248,305
18,477,947 13,020,544
144,810 97,740
255,149,055 42,366,589
(1,244,808) (533,027)
253,904,247 41,833,562

Total loans and advances to banks, less allowamdémfairment losses

Movements in allowances for impairment losses @mgoand advances to banks for the years ended
31 December 2005 and 2004 are disclosed in Note 5.
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As at 31 December 2005 and 2004 the Group had landsadvances to following banks, which
individually exceeded 10% of the Bank’s equity,ccddited according to the principles employed by

the Basle Committee (Note 37).

Bank Austria AG Wien

Zurcher Kantonalbank

Dexia Bank SA

Fortis Bank NV/SA Brussels

Depfa Investment Bank LTD, Ireland
Societe Generale Paris France
Moscow Business World Bank LTD

31 December
2005
KZT’000

26,812,375
26,812,078
26,802,297

26,802,297
26,802,252

26,802,252

19,808,885

31 December
2004
KZT'000

180,642,436

As at 31 December 2005 and 2004 the maximum cristiexposure of loans and advances to banks
amounted to KZT 26,812,375 thousand and KZT 6,30Dthousand, respectively.

16. DERIVATIVE FINANCIAL INSTRUMENTS

31 December 2005

31 December 2004

Nominal Net fair value Nominal Net fair value
amount amount
Asset Liability Asset Liability
Foreign currency
contracts
Fg\;’e;gg currency 16,864,952 1,600 (94,264) 5,131,917 233 (3,283)
Interest rate swaps 14,107,866 77,376 (94,014) - - -
Forward contracts 2,633,551 2,322 (864)7,244,700 17,220 (192)
Securities contracts
Forward contracts - - 1,345,084 2,391 (27,879)
81,298 (189,142) 19,844 (31,354)

17. LOANS TO CUSTOMERS, LESS ALLOWANCE FOR LOAN LOSSES

Loans granted
Accrued interest income on loans and advancessiotiers

Less allowance for impairment losses

Total loans and advances to customers, less all@fandimpairment
losses

31

31 December

31 December

2005 2004
KZT'000 KZT'000
757,118,829 513,294,251

14,887,016 11,515,151
772,005,845 524,809,402

(42,162,032)

(29,878,852)

729,843,813

494,930,550




31 December 31 December

2005 2004
KZT'000 KZT'000
Loans collateralized by real estate 203,044,740 112,347,494
Loans collateralized by accounts receivable 1265888, 119,097,427
Loans collateralized by combined collateral 104,616 75,461,244
Loans collateralized by guarantees of enterprises 02,094,875 32,205,260
Loans collateralized by equipment 74,696,707 42,344,707

Loans collateralized by shares of other companies 3,758,597 26,091,709
Loans collateralized by inventories 29,893,084 21,084,412
Loans collateralized by cash or Kazakhstani Govemmearantees 14,606,401 25,942,668
Loans collateralized by guarantees of financialtunsbns 3,197,418 22,305,528
Unsecured loans 78,844,132 47,928,953
772,005,845 524,809,402
Less allowance for impairment losses (42,162,032 (29,878,852)
Total loans and advances to customers, less all@vanémpairment
losses 729,843,813 494,930,550

Movements in allowances for impairment losses lieryears ended 31 December 2005 and 2004 are
disclosed in Note 5.

31 December 31 December

Analysis by sector:
Construction
Trade
Individuals
Transport and communication
Energy
Agriculture
Investments and finance
Food industry
Mining and metallurgy
Hotel business
Real estate
Machinery construction
Culture and art
Other

Less allowance for impairment losses

Total loans and advances to customers, less all@andimpairment

losses
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2005 2004
KZT'000 KZT°000
210,430,798 90,493,676
147,657,087 97,325,798
101,844,054 72,820,907

41,039,541 31,125,368
33,921,932 37,006,654
33,136,575 34,278,548
30,236,642 32,975,228
30,145,390 29,801,626
25,680,906 14,042,224
17,393,927 14,517,252
15,743,406 27,596,947
13,488,392 9,206,278
746,853 1,632,453
70,540,342 31,986,443
772,005,845 524,809,402

(42,162,032) (29,878,852)

729,843,813

494,930,550




18.

As at 31 December 2005 and 2004 the Group grantetsito the following borrowers, respectively,
which individually exceeded 10 % of the Bank’'s dguicalculated according to the principles
employed by the Basle Committee (Note 37).

31 December 31 December
2005 2004
KZT'000 KZT'000
Mayberry Financial Services S.A. 20,644,858 9,888,402
Holding KUAT 20,615,141 12,349,864
Holding LLP “SAT&Company” 16,258,498 -
Holding Jalan Limited 15,625,019 12,849,544
Holding IKAN 14,780,323 -
Holding LLC UNIMILK - 11,476,911
Holding LLP “TKF AGROINVEST TRADING” - 8,977,128
87,923,839 55,541,849

A significant part of loans (82% of the total poiib) was granted to companies operating on the
territory of the Republic of Kazakhstan, which megents significant geographical concentration.

As at 31 December 2005 and 204 maximal credit risk amount on loans to custen@nounted
KZT 20,644,858 thousand and KZT 12,849,544 thousaspectively.

SECURITIES PURCHASED UNDER REVERSE REPURCHASE AGREBEMENTS

Loans granted under reverse repurchase agreemergsaired with the following assets:

31 December 31 December
2005 2004
KZT'000 KZT'000
Bonds of the Russian Federation organizations 9,149,994 3,627,819
Corporate bonds of the Republic of Kazakhstan 2,949,004 2,972,160
Corporate shares of the Republic of Kazakhstan 1,644,302 276,899
Bonds of local executive bodies of the Russian Febs 171,926 -
Bonds of the Ministry of finance of the Republickdizakhstan 35,006 18,366
Shares of the Russian Federation organization - 1,328,387
Notes of the National Bank of the Republic of Kdzstlan - 178,832
Total securities purchased under reverse repurctasement 13,950,232 8,402,463
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19.

20.

INVESTMENTS AVAILABLE-FOR-SALE

Interest to
nominal
%
Debt securities
Eurobonds of Ministry of finance
of the Republic of Kazakhstan 2.75-6.99%
Bonds of Kazakhstan Mortgage
Company 6.9-8.29%
Bonds of Astana-Finance -
Bonds of Kazakhaltyn -
Bonds of Chimfarm -
Ownership
share

%

Equity securities
Shares of Kazakhstelecom
- common -
- preference -
Aktubinsk chromium compounds
plant -
Aktobemunaigaz -

Total investments available-for-sale

INVESTMENTS HELD-TO-MATURITY

Interest to
nominal
%
Bonds of the Ministry of finance of the
Republic of Kazakhstan 4-4.3%
Bonds of Halyk Bank 7.75%
Bonds of Bank CenterCredit 8.5%
Bonds of ATF Bank 8.5%
Bonds of the Ministry of finance of the
Republic of Kyrgyzstan 4.52-8.15%
Bonds of the National bank of the
Republic of Kyrgyzstan 4.9%

Total investments held-to-maturity
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31 December Interest to
2005 nominal
KZT'000 %
339,951 -
87,275 -
- 9%
- 9.7%
- 10%
427,226
31 December  Ownership
2005 share
KZT'000 %
- 0.14%
- 0.19%
- 3.07%
- 0.004%
427,226
31 December Interest to
2005 nominal
KZT'000 %
233,762 -
98,592 -
94,555 -
91,870 -

40,224 5.91-8.10%
2,590 -

561,593

31 December
2004
KZT'000

126,343
123,214
119,301

368,858

31 December
2004
KZT'000

90,232
5,909

21,497
2,172

119,810

468,6

31 December
2004
KZT'000

64,294

64,294



21.

22.

INVESTMENTS IN ASSOCIATES AND OTHER ENTITIES

31 December 2005 31 December 2004
Ownership Amount Ownership Amount
share KZT'000 share KZT'000
% %
Pension Fund “Ular Umit” 41.18% 387,782 41.18% 213,914
LLP “First Credit Bureau” 18.40% 37,260 14.29% 4,050
425,042 217,964

In 2005 the Bank purchased shares of LLP “Firstdi€Bureau” and as at 31 December 2005 the
Bank’s share in the equity of the LLP “First CreBitreau” increased by 4.11%.

The percentage held of the above associates repsdszh direct and indirect ownership of the Bank.

The movements of investments are accounted forhé donsolidated financial statements and
presented as follows:

2005 2004
KZT'000 KZT'000
1 January 217,964 146,206
Purchase cost 33,210 59,213
Share in results of associates 173,868 12,545
31 December 425,042 217,964

GOODWILL

In October 2005 the Bank has purchased 100% slarédSC ABN Amro Asset Management and
80.01% in JSC ABN Amro CaspiyMunaiGaz AccumulatPansion Fund from JSC ABN AMRO
Bank Kazakhstan (see note 1).

The net assets acquired in the transaction, angabeéwill arising are as follows:

ABN AM ABN APF Total

Fixed and intangible assets 1,419 17,881 19,300
Securities held-to-maturities 258,651 183,654 442,305
Securities available-for-sale 151,411 243,836 395,247
Comission receivable 21,660 47,312 68,972
Securities purchased under reverse repurchase

agreements 81,001 60,009 141,010
Other assets 2,387 3,581 5,968
Tax payables (16,343) (42,429) (58,772)
Other liabilities (3,421) (27,306) (30,727)

496,765 486,538 983,303

Goodwill 1,124,202 1,281,075 2,405,277
Total consideration, satisfied by cash 1,620,967 1,767,613 3,388,580
Net cash utflow on acauisitior
Cash consideration paid (1,634,621) (1,786,569) (3,421,190)
Cash acquired 13,654 18,956 32,610
Total (1,620,967) (1,767,613) (3,388,580)
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23. FIXED AND INTANGIBLE ASSETS, LESS ACCUMULATED DEPRE CIATION

Buildings Furniture Intangible Other Total
and and assets
construction equipment i i
KZT'000 KZT'000 KZT'000 KZT°000 KZT'000
At revalued cost
31 December 2003 2,402,620 5,665,025 797,734 324,368 9,189,747
Additions 70,253 1,102,417 102,329 209,013 1,484,012
Revaluation increase 1,220,038 408 - - 1,220,446
Disposals (133,627) (232,086) (16,768) (2,824) (385,305)
Exchange differences - 4,158 14,326 (17,879) 605
31 December 2004 3,559,284 6,539,922 897,621 512,678 11,509,505
Additions 480,927 1,478,191 298,804 306,302 2,564,224
Revaluation increase 346,321 - - - 346,321
Acquisition of subsidiaries - 31,347 4,823 4,295 40,465
Subsidiaries adjustments for 2004 - 13,508 - - 13,508
Disposals (364,129) (234,906) (17,901) (117,957) (734,893)
Exchange differences - (851) 199 5,337 4,685
31 December 2005 4,022,403 7,827,211 1,183,546 710,655 13,743,815
Accumulated depreciation
31 December 2003 196,249 2,261,383 361,683 66,434 2,885,749
Charge for the year 48,054 1,012,410 162,767 78,835 1,302,066
Eliminated on revaluation 124,750 - - - 124,750
Eliminated on disposals (14,243) (152,839) (15,368) (1,273) (183,723)
Exchange differences (2) (5,888) 3,065 (3,042) (5,867)
31 December 2004 354,808 3,115,066 512,147 140,954 4,122,975
Charge for the year 57,761 1,048,422 204,874 252,914 1,563,971
Acquisition of subsidiaries - 11,846 2,251 2,600 16,697
Subsidiaries adjustments for 2004 (163) 7,945 - 163 7,945
Eliminated on disposals (353,458) (157,077) (13,264) (106,342) (630,141)
Exchange differences - (275) 26 1,187 938
31 Dececmber 2005 58,948 4,025,927 706,034 291,476 5,082,385
Net book value
31 December 2005 3,963,455 3,801,284 477,512 419,179 8,661,430
31 December 2004 3,204,476 3,424,856 385,474 371,724 7,386,530

a) The effective date of the revaluation is 10 Jun@520

b) In 2005 the real estate was revalued based on depémdent expert's appraisal — LLP Price-
Express, registration number UL-00301, the legalress: Republic of Kazakhstan, 050013,
Almaty, Baiseitova street, 49.

¢) Methods of evaluation are cost approach, benchicarkparative) approach, profit method.

d) Additionally to pointC the method of determining fair value directly ®ference to observable
prices in an active market has been applied. Thecedor obtaining information by this method
are publications placing announcements on purcaadesale of real estate objects, and internet
sites on commercial realty, helping in selectingalagues maximally approximated by their
characteristics to evaluated objects.

Intangible assets include software, patents aetsies.
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24. OTHER ASSETS, LESS ALLOWANCE FOR IMPAIRMENT LOSSES

31 December 31 December
2005 2004
KZT'000 KZT'000
Prepayments and other debtors 2,925,941 7,295,992
Income tax receivable 1,684,862 277,585
Insurance debtors 1,040,654 456,442
Prepaid expenses 977,719 1,598,780
Tax settlements, other than income tax 587,186 122,059
7,216,362 9,750,858
Less allowance for impairment losses (130,187) (110,715)
Total other assets, less allowance for impairment 086,175 9,640,143

Movements in allowances for impairment losses fieryears ended 31 December 2005 and 2004 are
disclosed in Note 5.

25. LOANS AND ADVANCES FROM BANKS

31 December 31 December
2005 2004
KZT'000 KZT'000
Correspondent accounts of other banks 29,120,595 582460
Loans from banks and financial institutions, inchgli
Syndicated loan from bankBank of Tokyo Mitsubishifmaturity
date — December 2006, interest rate 4.819%) 1083084 -
Syndicated loan from bankBank of Tokyo Mitsubishifmaturity
date — December 2008, interest rate 5.26938%) 63,854,518 -
Syndicated loan from bank€itibank International PlcYmaturity
date — August 2006, interest rate 4.87%) 53,3&1,88 -
Loan from EBRD (maturity date in 2006, interest @7 — 8.42%
annually) 10,407,779 5,330,046
Loan from the bank syndicate (Deutsche Bank AG Laojdo
Tranched4 due on 16.12.2005 (USD 500 million), coupon rate
4.54% - 65,000,000
Tranche B due on 19.12.2005 (USD 110 million), coumte
4.32% - 14,300,000
Syndicated loan from banks (City Bank Int/ PLC Londanaturity
date — 28.08.2005, USD 150 million, interest ra63o) 19,500,000
Loan from EBRD (maturity date in 2005, interest /2@4%-4.33%
annually, USD 40 million and USD 22.5 million) - 8,130,802
Loans and advances received from NBRK 3,569,033 85,516
Loans from other banks and financial institutions 1,195,865 39,757,577
Deposits of banks 8,423,194 10,850,632
Accrued interest expenses 1,108,086 794,615
Total loans and advances from banks 320,095,266 170,331,348
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26. SECURITIES SOLD UNDER REPURCHASE AGREEMENTS

The loans received under repurchase agreemenseeuesd with the following assets:

31 December 31 December
2005 2004
KZT'000 KZT'000

Bonds of Federal Home Loan Bank 13,533,261 -
Eurobonds of International Bank of Reconstructiod Bevelopment 8,157,945 -
Eurobonds of Caisse D'Amortissement Dela France 326483 -
Eurobonds of KFW Intl Finance 6,726,110 -
Eurobonds of European Investment Bank 6,718,547 -
Eurobonds of the Ministry of finance of the Repullidazkahstan 5,741,805 -
Eurobonds of the Bank Nederlandse Gemeenten 5,484,13 -
Eurobonds of the Government of Finland 4,794,918 -
Shares of Kazakhstani companies 1,039,560 -
Local executive authorities of the Russian Fedematio 146,751 159,891
Bonds of companies of the Russian Federation 167,86 2,153,823
Notes of the National Bank of the Republic of Kdzstian - 19,143,741
Bonds of the Monistry of finance of the Republidk@zakhstan - 6,987,272
Total loans received under repurchase agreements 59,143,353 28,444,727

Securities transferred under the above indicateglemgents, are included in the assets held-forrtgadi
at their fair value.

27. CUSTOMER ACCOUNTS

Customer accounts comprise:

31 December 31 December
2005 2004
KZT'000 KZT'000
Loans and time deposits 184,618,677 110,847,104
Demand deposits 114,190,502 84,990,350
Accrued interest expense on customer accounts 4,596,043 1,989,859
Total customer accounts 303,405,222 197,827,313
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31 December 31 December

2005 2004
KZT'000 KZT'000
Analysis by sector:
Individuals 107,787,284 83,169,397
Investments and finance 74,458,106 26,172,970
Construction in progress 29,314,597 16,894,173
Trade 26,379,665 18,505,236
Chemical industry 14,377,074 4,041,066
Energy 6,849,916 5,178,523
Transport and communication 4,221,561 2,978,874
Agriculture 1,857,853 923,984
Mining and metallurgy 1,473,827 964,442
Food industry 1,121,982 953,398
Education 380,073 336,545
Public organizations and unions 219,508 141,560
Machinery construction 212,287 21,954
Hotel business 193,633 295,628
Real estate 196,545 202,306
Culture and art 25,337 78,046
Health care 7,598,598 8,972,277
Light industry 4,596,043 1,989,859
Other
Accrued interest expense on customer accounts 303,405,222 197,827,313
Total customer accounts 303,405,222 197,827,313
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28. DEBT SECURITIES ISSUED

Maturity date  Annual coupon 31 December 31 December
rate 2005 2004
month/year % KZT'000 KZT'000

Eurobonds of Kazkommerts
International B.V. due in May 2007:
TrancheA, issued in May 2002 and
placed at the price of 99.043% 8 May 2007 10.125% 8,561,590 18,534,334
Tranche B, issued in Novemer 2002
and placed at the price of

107.00% 8 May 2007 10.125% 6,699,000 6,500,000
In April 2013:
TrancheA, issued in April 2003 at
the price of 97.548% 16 April 2013 8.5% 45,730,053 45,285,703

Tranche B issued in April 2003 and
placed in May 2003 at the price of

99.00% 16 April 2013 8.5% 20,097,000 19,500,000
In April 2014:
Issued in April 2004 at the price of
99.15% 7 April 2014 7.875% 52,386,180 51,742,049
In November 2009:
Tranche A issued in November 3 November
2004 at the price of 98.967% 2009 7% 46,879,602 45,500,000
Tranche B issued in February 2005 3 November
at the price of 98.967% 2009 7% 20,097,000 -

In November 2015:
Issued in November 2005 at the price 3 November

of 98.32% 2015 7.94% 66,990,000 -
277,440,425 187,062,086
Including /(less):
Discount on debt securities issued (4,098,337) (1,796,329)
Amounts of accrued interest on debt
securities issued 4,124,571 2,984,523
Total issued Eurobonds of Kaamkmerts
International B.V. 277,466,659 188,250,280
Issued bonds of Kazkommertsbank 3,957,524 3549,
Amounts of accrued expenses on issued
bonds of Kazkommertsbank 127,259 129,060
Issued promissory notes of MKB 21,039,947 15,393
Accrued interest expense on issued
promissory notes of MKB 541,646 38,528
Total debt securities issued 303,133,035 2077840

Eurobonds were issued by the Kazkommerts Intemati®.V., a subsidiary of the Bank, and
guaranteed by the Bank. For Eurobonds with a ntgtofiMay 2007, coupon is paid semi-annually
on 8 May and 8 November, while for those having aumty of April 2013, interest is paid on 16
April and 16 October, for Eurobonds with maturitfy April 2014, interest is paid on 7 April and 7
October, for Eurobonds with maturity of Novembef@0interest is paid 3 may and 3 November, for
Eurobonds having a maturity of November 2015 irdgeiepaid on 3 May and 3 November.
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29. OTHER BORROWED FUNDS

Interest rate 31 December Interest rate 31 December

2005 2004
% KZT'000 % KZT'000

Kazkommerts DPR company 6.84 - 6.91% 39,806,021 - -
DEG-Deutsche Investitions MBH 7.05-7.32% 6,695,918 4.99% 1,687,010
Private Export Funding Corporation 4.54 - 4.64% 38,470 - -
DEERE Credit 4.74 - 4.91% 865,088 - -
Funding of agricultural equipment

purchasing 8.04 — 8.83% 725,003 3.22-7.76% 977,452
Intesa Soditic Trade Finance LTD 6.00% 629,706 - -
Funding by the RK Ministry of finance

and KR Ministry of finance 0.5-5% 422,680 0.50-5.78% 577,281
Hungarian International Finance LTD 8.04% 54,932 - -
Funding by the Small Business

Development Support Fund 7.3% 21,054 7.30-8.05% 1,179,286
Accrued interest expenses 244,969 42,938
Total other borrowed funds 50,603,841 4,463,967

On December 8, 2005 Kazkommertsbank launched thegural future flow securitization of
diversified payment rights for 300 million USD. Th&nsaction is a true-sale securitization of the
Bank’s dollar-denominated present and future difiecspayment rights (SWIFT USD MT100 series)
to Kazkommerts DPR Company (special purpose velsidated on Cayman Islands). Kazkommerts
DPR Company is operated by Maples Finance Limitddch is incorporated in the Cayman Islands.
Bonds issued by Kazkommerts DPR Company are cadlated by these future inflows of the Bank.

Financing by the Small Business Development Suppond is made from funds of EBRD, Asian
Development Bank (further — “ADB”) and is represahas follows:

31 December 31 December
2005 2004
KZT'000 KZT'000
From EBRD funds 21,054 1,118,000
From ADB funds - 61,286
21,054 1,179,286

Funding from the Ministry of finance of the Repuhtif Kazakhstan is provided under the Agriculture
Development Program by funds of the InternationahiB of Reconstruction and Development
(further — “IBRD”). Kreditanschtaldt fur Videraufbgfurther — “KFW”) and regional departments. as
well as from the funds of the Ministry of financé Kdyrgyz Republic from funds of ADB and
represented as follows:

31 December 31 December
2005 2004
KZT'000 KZT'000
From funds of IBRD, KFW and ABD 329,098 523,821
From funds of regional subdivisions 93,582 53,460
422,680 577,281
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Financing by international financial organizatiohantik Forfaiting AG and Export Development,

Canada is made for purchase of agricultural equipraed represented as follows:

from funds of Export Development Canada

from funds of Atlantik Forfaiting AG

30. OTHER LIABILITIES

31.

Taxes payable, other than income tax
Payable to employees

Accounts payable on re-insurers
Prepayments received

Other

SUBORDINATED DEBT

Currency

Subordinated debt of

Citigroup GMD AG & CO usD

Indexed subordinated bonds KZT
International subordinated

bonds usD
Permanent debt of

Kazkommerts Finance I

B.V. usD
Subordinated bonds usbD
Subordinated bonds KZT

Accrued interest expenses

In the event of bankruptcy or liquidation of thenBarepayment of this debt is subordinate to the

Maturity
date

(year)

2014

2009

2007

2007
2015

Interest rate

2005 2004
% KZT'000 KZT'000
8.194 % 13,398,000 13,000,000
8 % 3,675,584 3,548,695
11 % 2,661,739 2,571,292
9.2531 % 13,285,762 -
5.50% 50,376 48,880
7.5% 12,359,717 -
- 707,391 278,831
46,138,569 19,447,698

repayments of the Bank’s liabilities to all otheeditors.
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31 December

31 December

2005 2004

KZT°000 KZT°000
351,078 510,973
373,925 466,479
725,003 977,452

31 December

31 December

2005 2004
KZT°000 KZT°000
1,760,231 974,877
1,032,606 510,349
610,759 117,372
411,993 23,832
775,542 1,205,548
4,591,131 2,831,978

31 December

31 December




32.

33.

SHARE CAPITAL

As at 31 December 2005 the Bank’s share capitapcised the following:

Authorized Unpaid share Repurchased Total
share capital capital share capital share capital
Common shares 3,750,000 - (86) 3,749,914
Preference shares 1,250,000 - (3,288) 1,246,712
5,000,000 - (3,374) 4,996,626

As at 31 December 2004 the Bank’s share capitapcised the following:

Authorized Unpaid share Repurchased Total
share capital capital share capital share capital
Common shares 3,750,000 (288,587) (26) 3,461,387
Preference shares 1,250,000 (512,505) (1,703) 735,792
5,000,000 (801,092) (1,729) 4,197,179

The preference shares have a nhominal value of KZ&rd carry no voting rights but rank ahead of

the common shares in the event of liquidation & Bank. Annual dividend is determined by the

preference shares issuance rules in the amountSi® 0.04 per share. These shares are not
redeemable. If dividends are not declared, theepeate shareholders obtain the right to vote as
common shareholders until such time that the diwids paid.

Dividend declared on preference shares amounteZfb 668,738 thousand and KZT 290,370
thousand in 2005 and 2004, respectively. In 2005 2004 dividends on common shares have not
been declared.

FINANCIAL COMMITMENTS AND CONTINGENCIES

In the normal course of business, the Group isry pa financial instruments with off-balance sheet
risk in order to meet the needs of its custometses€ instruments, involving varying degrees of

credit risk are not reflected in the balance sheet.

Accrued allowance for impairment losses on lettérsredit and guarantees amounted to KZ989,340
thousand and KZT 1,530,192 thousand as at 31 Deare2005 and 2004 respectively.

The risk-weighted amount is obtained by applyingdidr conversion factor and counterparty risk
weightings according to the principles employedh®yBasle Committee on Banking Supervision.
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As at 31 December 2005 and 2004, the nominal dracramounts and risk-weighted amounts were:

31 December 2005 31 December 2004
Nominal Risk Nominal Risk
amount weighted amount weighted

amount amount

Contingent liabilities and credit

commitments
Guarantees issued and similar commitments 39,927,7 39,927,737 22,971,691 22,971,691
Letters of credit and other transaction related

to contingent obligations 59,951,285 11,680,273 41,490,308 6,941,465
Commitments on loans and unused credit
lines 2,670,459 2,670,459 2,081,424 2,081,424

Total contingent liabilities and credit
commitments 102,549,481 54,278,469 66,543,423 31,994,580

Capital commitments The Group had no material commitments for cagtgqenditure outstanding
as at 31 December 2005.

Operating lease commitmentsNo material rental commitments were outstandingte®l December
2005 and 2004.

Fiduciary activities —In the normal course of its business the Grougreninto agreements with
limited right on decision making with clients fdreir assets management in accordance with specific
criteria established by clients. The Group mayidale for losses or actions aimed at appropriabion
the clients’ funds until such funds or securities aot returned to the client. The maximum poténtia
financial risk of the Group at any given momenteigual to the volume of the clients’ funds
plus/minus any unrealized income/loss on the cBguasition.

The Group also provides depositary services touggomers. As at 31 December 2005 and 2004 the
Group had customer securities totaling:

- on broker-dealer operations - 13,175,579 itentkG3)668,088 items, respectively,

- on custodial operations - 333,537,909 items 88%%5 1,836 items, respectively.

Legal proceedings -From time to time and in the normal course of bess, claims against
the Group are received from customers and counte&paManagement is of the opinion that no
material unaccrued losses will be incurred and atiegly no provision has been made in these
financial statements.

Taxes -Due to the presence in commercial legislation efdbuntries where the Group operates, and
tax legislation in particular, of provisions allovg more than one interpretation, and also duedo th
practice developed in a generally unstable envieminby the tax authorities of making arbitrary
judgment of business activities, if a particulagatment based on Management's judgment of the
Group’s business activities to be challenged by tdre authorities, the Group may be assessed
additional taxes, penalties and interest. Such rtmiogy may relate to valuation of financial
instruments, loss and impairment provisions andkatdevel for deals’ pricing. The Group believes
that it has already made all tax payments, ancetbier no allowance has been made in the financial
statements. Tax years remain open to review biathauthorities for five years.

Pensions and retirement plans Employees receive pension benefits in accordanith the
requirements of the legislation of the countriesvimich the Bank and its subsidiaries operate. As at
31 December 2005 and 2004 the Group was not lifdileany supplementary pensions, post-
retirement health care, insurance benefits, omremnt indemnities to its current or former
employees.
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34.

Operating environment —The Group’s principal business activities are withhe Republic of
Kazkahstan. Laws and regulations affecting thenmssi environment in the Republic of Kazakhstan are
subject to rapid changes and the Group’s assets@rdtions could be at risk due to negative change
in the political and business environment.

TRANSACTIONS WITH RELATED PARTIES

Related parties or transactions with related paréis defined by IAS 24 “Related party disclosures”
represent:

(a) Enterprises that directly, or indirectly througheonr more intermediaries, control, or are
controlled by, or are under common control withte 8ank (this includes holding companies,
subsidiaries and fellow subsidiaries);

(b) Associates — enterprises in which the Baak dignificant influence and which is neither
a subsidiary nor a joint venture of thedstor;

(c) Individuals owning, directly or indirectly, an imést in the voting power of the Bank that gives
them significant influence over the Bank;

(d) Key management personnel, that is, thoseoper having authority and responsibility for
planning, directing and controlling the activitiesthe Bank, including directors and officers of
the Bank (also non-executive directors and closeniees of the families of such individuals);

(e) Enterprises in which a substantial intemeshe voting power is owned, directly or indirggtby
any person described in (c) or (d) or over whichhsa person is able to exercise significant
influence. This includes enterprises owned by dinscor major shareholders of the Bank and
enterprises that have a member of key managementmmon with the Bank;

() Parties with joint control over the Bank;
(g) Joint ventures in which the Bank is a veatand

(h) Post-employment benefit plans for the bendfieraployees of the Bank, or of any entity that is
a related party to the Bank,

In considering each possible related party relatigm attention is directed to the substance of

the relationship, and not merely the legal forme Troup had the following transactions outstanding
with related parties:
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31 December 2005 31 December 2004

KZT’000 KZT'000
Related party = Total category as Related party  Total category as
transactions per financial transactions per financial
statements caption statements caption
Loans to customers 1,784,806 772,005,845 2,617,293 524,809,402
- who are under common control jointly with the
Bank 342,290 481,944
- individuals influencing the Bank’s operations,
and their close family members 453,113 562,638
- key management personnel of the Bank 953,516 1,141,712
- Other related parties 35,887 430,999
Allowance for impairment losses 50,914 42,162,032 84,065 29,878,852
- who are under common control jointly with the
Bank 20,131 38,971
- individuals influencing the Bank’s operations,
and their close family members 9,061 11,156
- key management personnel of the Bank 19,928 24,576
- Other related parties 1,794 9,362
Customer accounts 2,273,629 303,405,222 3,401,455 197,827,313
- who directly or indirectly, through one or
several intermediaries, control the Bank 388 69,956
- who are under common control jointly with the
Bank 15,256 58,050
- associates of the Bank 1,092,948 2,248,268
- individuals influencing the Bank’s operations,
and their close family members 485,819 445 581
- key management personnel of the Bank 672,227 536,859
- Other related parties 6,991 42,741
Provision for guarantees and letters of credit 389 2,589,340 2,514 1,530,192
- who are under common control jointly with the
Bank - 1,021
- individuals influencing the Bank’s operations,
and their close family members 27 26
- key management personnel of the Bank 362 1,467
Loan commitments and unused card limits 44,935 2,670,459 53,797 2,081,424
- individuals influencing the Bank’s operations,
and their close family members 17,365 16,963
- key management personnel of the Bank 27,570 36,834
Guarantees given 19,427 39,927,737 33,854 22,971,691
- who are under common control jointly with the
Bank - 15,654
- individuals influencing the Bank’s operations,
and their close family members 1,340 1,300
- key management personnel of the Bank 18,087 16,900
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35.

Included in the consolidated profit and loss actdanthe years ended 31 December 2005 and 2004
are the following amounts which arose due to tretisas with related parties:

Year ended Year ended
31 December 2005 31 December 2004
KZT'000 KZT'000
Related party Total category Related party Total category
transactions as per financial transactions as per financial
statements statements
caption caption

Interest income 251,205 85,790,808 177,812 56,162,981
Interest expense (249,702) (45,185,962) (209,844) (27,143,228)
Benefits of key personnel (661,850) 6,516,771 393,112 3,782,316

SEGMENT REPORTING
Business segments
The Group is organized on the basis of three maginiess segments:

e Retail banking — representing private banking sesj private customer current accounts,
savings, deposits, investment savings productsogdyscredit and debit cards, consumer loans
and mortgages.

e Corporate banking — representing current accout@posits, overdrafts, loan and other credit
facilities, foreign currency products, guaranteed ketters of credit and derivative products.

e Investment banking — representing financial inseota trading, structured financing, and
merger and acquisitions advice.

Transactions between the business segments areuateddon normal commercial terms and
conditions. Funds are ordinarily reallocated betwsegments, resulting in funding cost transfers
disclosed in operating income. Interest chargedHtese funds is based on the Group’s cost of funds
attracted. There are no other material items obrime or expense between the business segments.
Segment assets and liabilities comprise operatssgta and liabilities, being the majority of the
balances sheet, but excluding items such as taxatial borrowings. Internal charges and transfer
pricing adjustments have been reflected in the operdince of each segment. Revenue sharing
agreements are used to allocate external custagwenues to a business segment on a reasonable
basis.
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Segment information about these businesses ismessbelow:

External revenues

Provision for
impairment losses
on interest bearing
assets

Operating income
Operating expenses

Operating profit

Share of results of
associates

Provision for
impairment losses
on other assets

Profit before income
tax

Income tax expense

Net profit

Total assets

Total liabilities

External revenues

Provision for
impairment losses
on interest bearing
assets

Operating income
Operating expenses

Operating profit

Share of results of
associates

Provision for
impairment losses
on other assets

Profit before income
tax

Income tax expense

Net profit

Total assets

Total liabilities

Retail banking Corporate Investment Other Unallocated Eliminations Year
banking banking ended
31 December
2005
KZT'000
11,831,321 37,496,723 3,723,009 2,452,793 418,053 (55,437) 55,866,462
(2,103,544) (15,017,399) (706,452) (5,318) - - (17,832,713)
9,727,777 22,479,324 3,016,557 2,447,475 418,053 (55,437) 38,033,749
(4,633,868) (7,533,905) (577,096) (677,795) (21,709) 76,548 (13,367,825)
5,093,909 14,945,419 2,439,461 1,769,680 396,344 21,111 24,665,924
- - 173,868 - - - 173,868
- (730,670) (395,966) (812,432) - - (1,939,068)
5,093,909 14,214,749 2,217,363 957,248 396,344 21,111 22,900,724
- - - - (2,337,427) - (2,337,427)
5,093,909 14,214,749 2,217,363 958,24  (1,941,083) 21,111 20,563,297
101,844,054 670,161,791 462,837,428 6,188,430 500,216,396 (546,379,064) 1,194,869,035
107,787,284 191,021,895 806,272 2,924,414 533,695,778 (541,884,615) 1,100,524,028
Retail Corporate Investment Other Unallocated Eliminations Year
Banking banking banking ended
31 December
2004
KZT'000
7,128,927 28,011,390 3,888,651 1,420,191 282,473 67,452 40,799,084
(1,162,812) (9,939,766) (117,424) (1,586) - - (11,221,588)
5,966,115 18,071,624 3,771,227 1,418,605 282,473 67,452 29,577,496
(3,055,158)  (5,365,486) (755,459) (312,695) (22,241) - (9,511,039)
2,910,957 12,706,138 3,015,768 1,105,910 260,232 67,452 20,066,457
- - 12,545 - - - 12,545
- (160,927) (5,483) (555,156) - - (721,566)
2,910,957 12,545,211 3,022,830 550,754 260,232 67,452 9,357,436
- - - - (9,573,062) - (9,573,062)
2,910,957 12,545,211 3,022,830 550,754 (9,312,830) 67,452 9,784,374
72,820,907 451,988,495 200,925,813 3,012,410 280,078,691 (304,769,753) 704,056,563
83,169,397 112,668,057 452,433,132 1,742,224 293,705,846(302,436,843) 641,281,814
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36. FAIR VALUE OF FINANCIAL INSTRUMENTS

Estimated fair value disclosures of financial instents is made in accordance with the requirements
of IAS 32 “Financial Instruments: Disclosure anck$antation” and IAS 39 “Financial Instruments:
Recognition and Measurement”. Fair value is definedhe amount at which the instrument could
be exchanged in a current transaction between laumehble willing parties in an arm’s length
transaction, other than in forced or liquidatiofeséas no readily available published price quatasi

in an active market exists for a large part of@reup’s financial instruments, judgment is necessar
in arriving at fair value using a valuation techmig based on current economic conditions and
specific risks attributable to the instrument. Tégtimates presented herein are not necessarily
indicative of the amounts the Group could realizeai market exchange from the sale of its full

holdings of a particular instrument.

31 December 2005

31 December 2004

Current Fair value Current Fair value
value value
KZT'000 KZT’'000 KZT’'000 KZT’000

Cash and balances with national (central) banks 37,228,899 37,228,899 66,292,818 66,292,818
Assets held-for-trading 140,293,803 140,293,803 74,779,727 74,779,727
Securities purchased under reverse repurchasenagmee 13,950,232 13,950,232 8,402,463 8,402,463
Loans and advances to banks, less allowance for

impairment losses 253,904,247 253,904,247 41,833,562 41,833,562
Derivative financial instruments 81,298 81,298 19,844 19,844
Loans to customers, less allowance for impairmesgds 729,843,813 729,843,813 494,930,550 494,930,550
Investment available-for-sale 427,226 427,226 448,668 448,668
Investment held-to-maturity 561,593 564,211 64,294 64,294
Goodwill 2,405,277 2,405,277 - -
Investments in associates and other entities 425,042 425,042 217,964 217,964
Other assets, less allowance for impairment losses 7,086,175 7,086,175 9,640,143 9,640,143
Loans and advances from banks 320,095,266 320,095,266 170,331,348 170,331,348
Securities sold under repurchase agreements 59,143,353 59,143,353 28,444,727 28,444,727
Derivative financial instruments 189,142 189,142 31,354 31,354
Customer accounts 303,405,222 303,405,222 197,827,313 197,827,313
Debt securities issued 303,133,035 323,203,788 207,840,717 215,513,205
Other borrowed funds 50,603,841 50,603,841 4,463,967 4,463,967
Dividends payable 404 404 403 403
Other liabilities 4,591,131 4,591,131 2,831,978 2,831,978
Subordinated debt 46,138,569 45,672,941 19,447,698 18,022,956

The fair value of loans to customers can not besonea reliably as it is not practicable to obtain
market information or apply any other valuationigiques on such instruments.
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37.

38.

REGULATORY MATTERS

Quantitative measures established by regulatioensure capital adequacy require the Group to
maintain minimum amounts and ratios (as set fortthé table below) of total and tier 1 capitaligkr
weighted assets.

The ratio was calculated according to the princigmployed by the Basle Committee by applying the
following risk estimates to the assets and off-be¢asheet commitments net of allowances for losses:

Estimate Description of position
0% Cash and balances with the National Bank oRijeublic of Kazakhstan
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 loarts thvé initial maturity of over 1 year
100% Other assets

As at 31 December 2005 the Group’s total capitabam for capital adequacy purposes was KZT
133,719,441 thousand and tier 1 capital amountk&E 102,457,638 thousand with ratios 14.38%
and 11.02%, respectively.

As at 31 December 2004 the Group’s total capitabwamh for capital adequacy purposes was KZT
87,212,130 thousand and tier 1 capital amount wW&E 80,725,677 thousand with ratios 15.00% and
10.45%, respectively.

As at 31 December 2005 and 2004 the Group inclimdélde computation of total capital for capital
adequacy purposes the subordinated debt receingitkd to 50% of Tier 1 capital. In the event of
bankruptcy or liquidation of the Bank, repaymentla$ debt is subordinate to the repayments of the
Bank’s liabilities to all other creditors.

RISK MANAGEMENT POLICIES

Management of risk is fundamental to the Groupiskireg business and is an essential element of the
Group’s operations. The main risks inherent to @reup’s operations are those related to credit
exposures, liquidity and market movements in irserates and foreign exchange rates. A descripfion
the Group’s risk management policies in relatiothtuzse risks follows.

The Group manages the following risks:
Liquidity risk

Liquidity risk refers to the availability of sufiient funds to meet deposit withdrawals and other
financial commitments associated with financiatriasents as they actually fall due.

The Assets and Liabilities Management Committee {)’C”) controls these types of risks by means
of maturity analysis, determining the Group’s &gt for the next financial period. Current liquydis
managed by the Treasury Department, which dealseinmoney markets for current liquidity support
and cash flow optimization.

In order to manage liquidity risk, the Group penfigr daily monitoring of future expected cash
flows on clients’ and banking operations, whickaigart of assets/liabilities management process. Th
Management Board sets limits on the minimum prapoerof maturing funds available to meet

deposit withdrawals and on the minimum level omripank and other borrowing facilities that should
be in place to cover withdrawals at unexpectedseviedemand.
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Cash flow interest rate risk

Cash flow interest rate risk is the risk that thaufe cash flow of a financial instrument will fluate
because of changes in market interest rates.

The ALMC also manages interest rate and markes figkmatching the Group’s interest rate position,
which provides the Group with a positive interesargin. The Department of Financial Control
conducts monitoring of the Group’s current finah@arformance, estimates the Group’s sensitivity
to changes in interest rates and its influencéher@roup’s profitability.

The majority of the Group’s loan contracts and pffrencial assets and liabilities that bear indesge
either variable or contain clauses enabling theradt rate to be changed at the option of the fende
The Group monitors its interest rate margin andseguently does not consider itself exposed to
significant interest rate risk or consequentiahcdew risk.

The following table presents an analysis of intierate risk and thus the potential of the Groupgain
or loss. Effective interest rates are presentechbggories of financial assets and liabilities étedmine
interest rate exposure and effectiveness of tieedst rate policy used by the Group.

31 December 2005 31 December 2004
% % % % % %
in KZT in USD in other in KZT inUSD in other
currencies currencies

ASSETS:
Time deposits in - - - 2.28 0.50 -

NBRK
Assets held-for-trading 2.90 4.62 10.00 3.62 5.79 12.10
Loans and advances to

banks, less allowance

for impairment losses 2.08 4.43 6.70 0.70 2.79 7.62
Loans to customers,

less allowance for

impairment losses 13.40 12.32 36.92 13.16 12.28 47.18
Investments available-

for-sale 3.60 - 4.10 7.18 - 7.22
Securities purchased

under reverse

repurchase

agreements 4.68 - 7.12 411 6.01 9.63
LIABILITIES:
Loans and advances

from banks 1.46 5.51 8.09 0.29 4.02 9.01
Securities sold under

repurchase

agreements 3.27 4.70 8.25 4.92 - 9.91
Customer accounts 4.61 3.74 12.87 3.87 4.00 551
Debt securities issued 7.00 9.02 9.88 7.21 9.23 11.66
Other borrowed funds 2.38 6.81 5.00 1.78 5.75 5.00
Subordinated debt 7.61 9.65 - - 7.97 -

The analysis of interest rate and liquidity risk balance sheet transactions is presented in the

following table:
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Up to 1 month 1 month to 3monthto 1 1yearto Over 5 years Maturity 31 December
3 months year 5 years undefined, 2005
(including Total
allowance (KZT°000)
for impair-
ment losses)

ASSETS:
Assets held-for-trading 43,052,029 22,057,257 8183 - - - 138,647,410
Loans and advances to banks,

less allowance

for impairment losses 228,266,759 18,642,121 650D, - 1,339,800 (1,244,808) 253,759,437
Loans to customers,

less allowance for

impairment losses 36,724,897 49,280,985 174,041,147 294,793,895 202805 (42,162,032) 714,956,797
Securities purchased under

reverse repurchase

agreements 11,379,019 1,306,890 1,200,008 - - - 13,885,917
Investments available-for-sale - - 36,405 286,589 97,193 - 420,187
Investments held-to-maturity 12,954 4,844 133,441 24,842 280,049 - 555,930
Total interest bearing assets 319,435,658 91,992,0 255,704,690 295,205,126 203,994,947 (43,406,840) 1,122,225,678
Cash and balances with

national (central) banks 37,228,899 - - - - - 37,228,899
Derivative financial

instruments 3,925 - - 77,373 - - 81,298
Investments in associates and

other entities - - - - 425,042 - 425,042
Goodwill - - - - 2,405,277 - 2,405,277
Fixed and intangible assets,

less accumulated

depreciation 26,425 75 144 222,161 8,412,625 - 8,661,430
Accrued interest income on

interest-bearing assets 6,017,217 4,131,678 5,086,1 1,560,227 9,985 - 16,755,236
Other assets, less allowance

for impairment losses 2,475,256 360,573 3,706,858 464,491 209,184 (130,187) 7,086,175
TOTAL ASSETS 365,187,380 95,784,423 264,447,821 529378 215,457,060 (43,537,027) 1,194,869,035
LIABILITIES:
Loans and advances from

banks 36,437,360 10,199,713 192,422,283 75,590,004 832087, 318,987,180
Securities sold under

repurchase agreements 59,094,819 - - - - - 59,094,819
Customer accounts 167,127,230 24,658,392 62,130,940 43,703,626 1,188,991 - 298,809,179
Debt securities issued 73,432 1,585,495 2,152,222113,331,101 181,197,309 - 298,339,559
Other borrowed funds - - 23,420 3,631,520 46 J33, - 50,358,870
Subordinated debt - - - 6,377,316 39,053,861 - 45,431,177
Total interest bearing

liabilities 262,732,841 36,443,600 256,728,865 832,567 272,481,911 - 1,071,020,784
Derivative financial

instruments 188,380 - 762 - - - 189,142
Reserves - - - - - 4,934,212 4,934,212
Dividends payable 404 - - - - - 404
Deferred tax liability - - - 8,289,853 - - 8,289,853
Accrued interest expense on

interest-bearing liabilities 2,188,917 1,268,159 593,264 1,448,162 - - 11,498,502
Other liabilities 1,329,610 2,074,843 746,199 470,4 - - 4,591,131
TOTAL LIABILITIES 266,440,152 39,786,602 264,069 252,812,061 272,481,911 4,934,212 1,100,524,028
Liquidity gap 98,747,228 55,997,821 378,731 44,717,317(57,024,851)
Interest sensitivity gap 56,702,817 54,848,497 024,175) 52,571,559 (68,486,964)
Cumulative interest sensitivity

gap 56,702,817 111,551,314 110,527,139 163,098,698 94,611,734
Cumulative interest sensitivity

gap as a percentage of total

assets 4.75% 9.34% 9.25% 13.65% 7.92%
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Up to 1 month 1 month to 3 month to 1yearto Over 5 years Maturity 31 December
3 months 1year 5 years undefined 2004
(including Total
allowance (KZT°000)
for impair-
ment losses)
ASSETS:
Cash and balances with cen
(national) banks 26,250,000 - - - - - 26,250,000
Assets held-for-trading 5,031,729 19,028,118 088,837 - - - 74,143,684
Loans and advances to banks,
less allowance for
impairment losses 27,375,798 7,928,051 6,965,000 - - (533,027) 41,735,822
Loans to customers, less
allowance for impairment
losses 35,323,580 34,429,717 123,290,134 190,567,982 129,682,838 (29,878,852) 483,415,399
Securities purchased under
reverse repurchase
agreements 8,271,319 28,000 86,000 - - - 8,385,319
Investments available-for-sale - - 367,139 114,349 - - 481,488
Investments held-to-maturity 23,697 7,999 32,598 - - - 64,294
Total interest bearing assets 102,276,123 618831, 180,824,708 190,682,331 129,682,838 (30,411,879) 634,476,006
Cash and balances with cen
(national) banks 40,033,584 - - - - - 40,033,584
Derivative financial
instruments 9,453 10,391 - - - - 19,844
Investments in associates and
other entities - - - - 217,964 - 217,964
Fixed and intangible assets,
less accumulated
depreciation - - - - 7,386,530 - 7,386,530
Other assets, less allowance
for impairment losses 561,666 6,818,924 1,38,3 986,368 55,508 (110,715) 9,640,143
Accrued interest income on
interest bearing assets 5,922,461 1,554,581 2329 2,264,188 248,450 - 12,282,492
TOTAL ASSETS 148,803,287 69,805,781 184,445,912193,932,887 137,591,290 (30,522,594) 704,056,563
LIABILITIES:
Loans and advances from
banks 30,911,708 5,665,624 117,951,732 15,007,669 - - 169,536,733
Securities sold under
repurchase agreements 28,435,433 - - - - - 28,435,433
Customer accounts 106,694,795 18,442,733 39,888,0 29,788,268 1,023,587 - 195,837,454
Debt securities issued 2,540,560 856,844 4,126,73 82,133,024 115,031,444 - 204,688,606
Other borrowed funds - 390,000 734,498 3,158,803 137,728 ; 4,421,029
Subordinated debt - - - 6,168,867 13,000,000 - 19,168,867
Total interest bearing
liabilities 168,582,496 25,355,201 162,701,035 136,256,631 129,192,759 - 622,088,122
Derivative financial
instruments 31,274 - 80 - - - 31,354
Reserves - - - - - 3,086,716 3,086,716
Dividends payable - 374 29 - - - 403
Deferred tax liability - - - 6,975,593 - - 6,975,593
Accrued interest expenses on
interest bearing liabilities 638,970 767,470 36,096 425,112 - - 6,267,648
Other liabilities 1,347,700 247,103 1,076,063 161,112 - 2,831,978
TOTAL LIABILITIES 170,600,440 26,370,148 168,2383 143,818,448 129,192,759 3,086,716 641,281,814
Liquidity gap (21,797,153) 43,435,633 16,232,609 50,114,439 8,398,531
Interest sensitivity gap (66,306,373) 36,066,684 18,123,673 54,425,700 490,079
Cumulative interest sensitivity
gap (66,306,373)  (30,239,689) (12,116,016) 42,309,684 42,799,763
Cumulative interest sensitivity
gap as a percentage of total
assets (9.42 %) (4.30 %) (1.72 %) 6.01 % 6.08 %
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Currency risk

Currency risk is defined as the risk that the valtia financial instrument will fluctuate due toactges
in foreign exchange rates. The Group is exposdldeffects of fluctuations in the prevailing fayei
currency exchange rates on its financial positmmh @ash flows.

The ALMC controls currency risk by management @f ¢ipen currency position on the estimated basis
of KZT devaluation and other macroeconomic indicgtavhich gives the Group an opportunity to
minimize losses from significant currency rategtilations toward its national currency. The Treasur
Department performs daily monitoring of the Groupfgen currency position with the aim to match
the requirements of national (central) banks.

The Group’s exposure to foreign currency exchaatgnisk is presented in the table below:

KZT usD EUR RUR Other Currency 31 December
currency undefined, 2005
(including Total
allowance for
impairment
losses)
(KZT'000) (KZT’000) (KZT'000) (KZT'000) (KZT’000) (KZT'000) (KZT'000)

ASSETS:
Cash and balances w

the national (central)

banks 16,405,685 16,731,019 1,167,555 1,825,693 1,098,947 - 37,228,899
Assets held-for-trading 13,335,351 120,298,197 - 6,660,255 - - 140,293,803
Loans and advances to

banks, less allowance

for impairment losses 3,730,775 236,836,600 10,775,462 2,821,528 984,690 (1,244,808) 253,904,247
Derivative financial

instruments 3,922 77,362 - 14 - - 81,298
Loans to customers,

less allowance for

impairment losses 234,045,799 525,069,414 7,004,151 5,493,407 393,074 (42,162,032) 729,843,813
Securities purchased

under reverse

repurchase

agreements 4,628,312 - - 9,321,920 - - 13,950,232
Investments available-

for-sale 427,226 - - - - - 427,226
Investments held-to-

maturity 518,780 - - - 42,813 - 561,593
Goodwill 2,405,277 - - - - - 2,405,277
Investments in

associates and other

entities 425,042 - - - - - 425,042
Fixed and intangible

assets, less

accumulated

depreciation 8,416,730 - - 145,759 98,941 - 8,661,430
Other assets, less

allowance for

impairment losses 5,186,618 1,453,314 93,132 477,031 6,267 (130,187) 7,086,175
TOTAL ASSETS 289,529,517 900,465,906 19,040,300 26,745,607 2,624,732 (43,537,027) 1,194,869,035
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KZT uUsb EUR RUR Other Currency 31 December
currency undefined, 2005
(including Total
allowance for
impairment
losses)
(KZT’000) (KZT’000) (KZT'000) (KZT'000) (KZT'000) (KZT’000) (KZT'000)

LIABILITIES :
Loans and advances

from banks 13,290,806 288,754,223 11,409,437 5,271,664 1,369,136 - 320,095,266
Derivative financial

instruments 94,533 94,609 - - - - 189,142
Customer accounts 135,746,546 153,155,796 7,491,334 6,463,257 548,289 303,405,222
Securities sold under

repurchase

agreements 6,781,365 52,097,370 - 264,618 - - 59,143,353
Debt securities issued 4,084,782 293,887,660 - 5,160,593 - - 303,133,035
Other borrowed funds 209,690 50,182,989 211162 - - - 50,603,841
Reserves - - - - - 4,934,212 4,934,212
Dividends payable 374 - - 30 - 404
Deferred tax liabilities 8,013,724 - - 257,609 18,520 - 8,289,853
Other liabilities 3,418,175 1,100,818 33,650 32,674 5,814 - 4,591,131
Subordinated debt 16,281,442 29,857,127 - - - - 46,138,569
TOTAL

LIABILITIES 187,921,437 869,130,592 19,145,583 17,450,415 1,941,789 4,934,212 1,100,524,028
OPEN BALANCE

SHEET POSITION 101,608,080 31,335,314 (105,283) 9,295,192 682,943

Derivative financial instruments

Fair value of derivative financial instrumentsrisluded in the currency analysis presented abdve. T
following table presents further analysis of cucenisk by types of derivative financial instrumerats

at 31 December 2005:

KZT UsD EUR RUR Other currency Currency 31 December
undefined, 2005
(including Total
allowance
for impair ment
losses)
(KZT'000) (KZT'000) (KZT'000) (KZT'000) (KZT’000) (KZT’000) (KZT'000)
Accounts payable on
derivative contracts  (9,657,320) (9,079,881) (794,950) - (155,494) - (19,687,645)
Accounts receivable
on derivative
contracts 6,895,560 11,277,399 1,192,425 14,697 199,720 19,579,801
NET DERIVATIVE
FINANCIAL
INSTRUMENTS
POSITION (2,761,760) 2,197,518 397,475 14,697 44,226
TOTAL OPEN
POSITION 98,846,320 33,532,832 292,192 9,309,889 727,169
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Tenre usD EUR RUR Other Currency 31 December
currency undefined, 2004
(including Total
allowance
for impair-
ment losses)
(KZT’'000) (KZT'000) (KZT'000) (KZT’000) (KZT’000) (KZT’000) (KZT’000)
ASSETS:
Cash and balances w
the national (central)
banks 53,297,742 9,578,262 1,252,516 2,040,715 123,583 - 66,292,818
Assets held-for-trading 55,519,709 12,517,059 - 6,742,959 - - 74,779,727
Loans and advances to
banks, less allowance
for impairment losses 4,175,053 36,547,136 619,748 468,920 555,732 (533,027) 41,833,562
Derivative financial
instruments 17,453 2,391 - - - - 19,844
Loans to customers,
less allowance for
impairment losses 120,822,034 395,396,705 6,647,180 1,708,681 234,802 (29,878,852) 494,930,550
Securities purchased
under agreements to
resell 3,446,257 150,160 - 4,806,046 - - 8,402,463
Investments available-
for-sale 488,668 - - - - - 488,668
Investments held-to-
maturity - - - - 64,294 - 64,294
Investments in
associates and other
entities 217,964 - - - - - 217,964
Fixed and intangible
assets, less
accumulated
depreciation 7,181,026 - - 111,127 94,377 - 7,386,530
Other assets, less
allowance for
impairment losses 1,708,022 7,974,974 32,743 29,715 5,404 (110,715) 9,640,143
TOTAL ASSETS 246,873,928 462,166,687 8,552,187 15,908,163 1,078,192 (30,522,594) 704,056,563
LIABILTIES:
Loans and advances
from banks 4,298,651 160,023,043 4,119,046 1,686,850 203,758 - 170,331,348
Securities sold under
repurchase agreements 26,131,013 - - 2,313,714 - - 28,444,727
Derivative financial
instruments 3,474 27,880 - - - - 31,354
Customer accounts 113,169,251 75,444,462 6,180,345 2,647,149 386,106 - 197,827,313
Debt securities issued 4,078,514 202,099,852 - 1,662,351 - - 207,840,717
Other borrowed funds 188,781 3,914,452 360,734 - - - 4,463,967
Provision - - - - - 3,086,716 3,086,716
Dividends payable 374 - - - 29 - 403
Deferred tax liabilities 6,774,084 - - 196,481 5,028 - 6,975,593
Other liabilities 1,921,955 731,847 102,921 52,719 22,536 3,086,716 5,918,694
Subordinated debt - 19,447,698 - - - - 19,447,698
TOTAL LIABILITIES 156,566,097 461,689,234 10,763,046 8,559,264 617,457 3,086,716 641,281,814
OPEN BALANCE
SHEET POSITION 90,307,831 477,453 (2,210,859) 7,348,899 460,735
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Derivative financial instruments

Fair value of derivative financial instrumentsrisluded in the currency analysis presented abdve, T
following table presents further analysis of cucenisk by types of derivative financial instrumerats

at 31 December 2004:

KZT Usb EUR RUR Other Currency 31 December
currency undefined, 2004
(including Total
allowance
for impair-
ment losses)
(KZT'000) (KZT'000) (KZT’000) (KZT°000) (KZT’000) (KZT’000) (KZT'000)
Accounts payable on
forwards (6,937,547) (6,759,376) - (56,132) - - (13,753,055)
Accounts receivable on
forwards 2,339,820 8,302,475 3,099,250 - - - 13,741,545
NET DERIVATIVE
FINANCIAL
INSTRUMENTS
POSITION (4,597,727) 1,543,099 3,099,250 (56,132) -
TOTAL OPEN POSITION 85,710,104 2,020,552 888,391 7,292,767 460,735

Price Risk

Price risk is the risk that the value of a finahanstrument will fluctuate as a result of changes
market prices whether those changes are causedchyd specific to the individual security or its
issuer or factors affecting all securities tradethie market. The Group is exposed to price rigkis o
products which are subject to general and spetiéitket fluctuations.

The Group manages price risk through periodic edton of potential losses that could arise from
adverse changes in market conditions and estafdisttnd maintaining appropriate stop-loss limits
and margin and collateral requirements. With respeaindrawn loan commitments the Group is
potentially exposed to a loss of an amount equétéaotal amount of such commitments. However,
the likely amount of a loss is less than that, sinmost commitments are contingent upon certain
conditions set out in the loan agreements.

Fair value interest rate risk

Fair value interest rate risk is the risk that #tadue of a financial instrument will fluctuate dte
changes in market interest rates.

The Group manages fair value interest rate ris&utin periodic estimation of potential losses that
could arise from adverse changes in market comditibhe Department of Financial Control conducts
monitoring of the Group’s current financial perf@ante, estimates the Group’s sensitivity to changes
in fair value interest rates and its influence lo@ Group’s profitability.

Credit risk

The Group is exposed to credit risk which is tts& that one party to a financial instrument wiil fa
to discharge an obligation and cause the othey paihcur a financial loss.

Risk management and monitoring is performed wig@nlimits of authority, by the Credit Committees

and the Bank’s Management Board. Before any agpitdas made by the Credit Committee, all

recommendations on credit processes (borrower'#slimpproved, or amendments made to loan
agreements, etc,) are reviewed and approved byprdmech risk-manager or the Risk Management
Department. Daily risk management is performed H®y Heads of Credit Departments and Branch
Credit Divisions.
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The Group structures the level of credit risk idartakes by placing limits on the amount of risk
accepted in relation to one borrower, or a grougppafowers, and to industry (and geographical)
segments. Limits on the level of credit risk byaarbwer and a product (by industry sector, by nepio
are approved monthly (quarterly) by the Managenit&wérd. The exposure to any one borrower
including banks and brokers is further restrictgdsiib-limits covering on and off-balance sheet
exposures which are set by the Credit Committeauah@xposures against limits are monitored daily.

Where appropriate, and in the case of most lodres,Group obtains collateral and corporate and
personal guarantees but a significant portion isqel lending, where no such facilities can be
obtained. Such risks are monitored on a continumsgs and subject to annual or more frequent
reviews.

Off-balance sheet credit liabilities represent @ulsredit lines, guarantees or letters of credie T
credit risk on financial instruments on off-balars@®ounts is defined as a probability of lossestdue
the inability of a counterparty to comply with teentractual terms and conditions. With respect to
credit risk on commitments to extend credit, th@upris potentially exposed to a loss in an amount
equal to the total unused commitments. However likety amount of the loss is less than the total
unused commitments since most commitments to extedit are contingent upon customers
maintaining specific credit standards. The Groupliep the same credit policy to the contingent
liabilities as it does to the balance sheet finalncistruments, i,e, the one based on the procedare
approving the grant of loans, using limits to natig the risk, and current monitoring. The Group
monitors the term to maturity of off-balance sheettingencies because longer term commitments
generally have a greater degree of credit risk #emt-term commitments.

Geographical concentration
The ALMC exercises control over the risk in theidéagion and regulatory arena and assesses its
influence on the Group’s activity. This approaclowk the Group to minimize potential losses. The

Bank’s Management Board sets up country limits, clwhare mainly applied by banks of the
Commonwealth of Independent States (further — “LC#id Baltic countries.
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The geographical concentration of assets and iliasiis set out in tables for 2005 below:

Kazakhstan CIS Undefined 31 December
(incl, 2005
allowance for Total
impairment (KZT"000)
losses)

ASSETS:
Cash and balances with the

national (central) banks 26,924,236 2,915,000 - 37,228,899
Assets held-for-trading 19,511,185 6,660,254 114,122,364 - 140,293,803
Loans and advances to banks,

less allowance for impairment

losses 26,725,717 41,372,971 (1,244,808) 253,904,247
Derivative financial instruments 3,926 595 - 81,298
Loans to customers, less

allowance for impairment

losses 601,001,241 76,728,593 (42,162,032) 729,843,813
Securities purchased under

reverse repurchase agreements 4,628,312 9,321,920 - 13,950,232
Investments available-for-sale 427,226 - - 427,226
Investments held-to-maturity 518,780 42,813 - 561,593
Investments in associates and

other entities 425,042 - - 425,042
Goodwill 2,405,277 - - 2,405,277
Fixed and intangibles asselesss

accumulated depreciation 8,416,730 244,700 - 8,661,430
Other assets, less allowance for

impairment losses 5,332,252 634,738 (130,187) 7,086,175
TOTAL ASSETS 696,319,924 137,921,584 322,262,234 (43,537,027) 1,194,869,035
LIABILITIES:
Loans and advances from banks 23,266,891 21,883,71 268,218,593 - 320,095,266
Securities sold under repurchase

agreements 6,781,366 264,618 - 59,143,353
Derivative financial instruments 94,532 1,241 - 189,142
Customer accounts 257,106,110 9,319,871 18,288,323 18,690,918 - 303,405,222
Debt securities issued 1,344,931 202,290,673 - 303,133,035
Other borrowed funds 282,030 50,321,811 - 50,603,841
Reserves - - 4,934,212 4,934,212
Dividends payable 374 30 - 404
Deferred tax liabilities 8,013,724 276,129 - 8,289,853
Other liabilities 3,452,609 209,991 - 9,525,343
Subordinated debt 30,152,701 2,543 - 41,204,357
TOTAL LIABILITIES 330,495,268 284,520,621 453,973,090 4,934,212 1,100,524,028
NET POSITION 365,824,656  (146,599,037) (131,710,856)
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The geographical concentration of assets and iliassiis set out in tables for 2004 below:

ASSETS:
Cash and balances with
national (central) banks

Assets held-for-trading

Loans and advances to banks,
less allowance for impanent

losses

Derivative financial
instruments

Loans to customers, less
allowance for impairment
losses

Investments available-for-sale

Securities purchased under
reverse repurchase
agreements

Investments held-to-maturity

Investments in associates and

other entities
Fixed and intangible assets,

less accumulated depreciation
Other assets, less allowance for

impairment losses

TOTAL ASSETS

LIABILITIES:

Loans and advances from
banks

Securities sold under
repurchase agreements

Derivative financial
instruments

Customer accounts

Debt securities issued

Other borrowed funds

Dividends payable

Reserves

Deferred tax liability

Other liabilities

Subordinated debt

TOTAL LIABILITIES

OPEN BALANCE SHEET
POSITION
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Kazakhstan CIS OECD Non-OECD Undefined 31 December
countries countries (incl, allowance 2004
for impair- Total
ment losses) (KZT°000)

59,790,480 2,380,453 4,121,885 - - 66,292,818
65,908,709 6,742,961 2,128,057 - - 74,779,727
1,836,355 18,825,677 16,459,503 5,245,054 (533,027) 41,833,562
353 16,491 - 3,000 - 19,844
399,225,110 78,106,468 9,537,802 37,940,022 (29,878,852) 494,930,550
488,668 - - - - 488,668
3,446,257 4,806,047 - 150,159 - 8,402,463

- 64,294 - - - 64,294

217,964 - - - - 217,964
7,181,028 205,502 - - - 7,386,530
1,992,260 5,897,349 1,860,195 1,054 (110,715) 9,640,143
540,087,184 117,045,242 34,107,442 43,339,289 (30,522,594) 704,056,563
20,521,383 12,976,177 132,438,012 4,395,776 - 170,331,348
26,131,013 2,313,714 - - - 28,444,727
28,059 - 3,295 - - 31,354
179,274,861 6,242,074 4,496,155 7,814,223 - 197,827,313
4,078,514 15,233,806188,250,280 278,117 - 207,840,717
1,783,025 2,728 2,678,21 - - 4,463,967

374 29 - - - 403
- - - - 3,086,716 3,086,716

6,774,084 201,509 - - - 6,975,593
1,014,358 96,111 1,673,798 47,711 - 2,831,978
3,251,772 - 15,837,988 357,938 - 19,447,698
242,857,443 37,066,148 345,377,742 12,893,765 3,086,716 641,281,814
297,229,741 79,979,094 (311,270,300) 30,445,524



