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Independent Auditors' Report

To the Board of Directors of JSC AB "Banl< of China in Kazakhstan"

We have audited the accompanying flnancial statements of JSC AB "Bank of China in
Kazaklstan" (tle "Bank"), which compdse the statement of financial position as at 31 December
201I, and the statements ofcomprehensive income, changes in equity and cash flows for the year
then ended, and notes, comprising a summary of significant accounting policies and other
explanatory information.

Management's Responsibili\, for lhe Financial Statements

Management is responsible for the prcparation and fair prcsentation of tlese financial statements
in accordance with Intemational Financial Reporting Standards, and for such intemal control as
management determines is necessary to enable the preparation of financial statements that arc free
ftom matedal misstatement, whether due to fmud or elror.

Audito rs' Respons ibility

OuI responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with Intemational Standards on Auditing. Those standards
require that we comply with ethical requirements and plal and perform the audit to obtain
rcasonable assuance about whether the financial statements arc free from matedal misstaternent.

An audit involves performing prccedues to obtain audit evidence about the amounts and
disclosues in the financial statements. The procedues selected depend on tle auditor's judgnent,
including the assessment ofthe iisks of material misstatement ofthe finaflcial statements, whelher
due to ftaud or error. In making those risk assessments, the auditor considers intemal control
relevant to the entity's preparation and fail prcsentation of the financial statements in order to
d€sign audit procedures that are appropriate in th€ circumstances, blrt not for the purpose of
expressing an opinion on the effectiveness ofthe entity's intemal control An audit also includes
evaluating the apprcpriateness of accounting policies used and the reasonablmess of accounting
estimates made by management, as well as evaluating the overall presentation of the finalcial

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

050051 Almary, Kazkhstan

Teephone +71727)298 OB 9€
Fax +1\72J)29401a4
E-mall company@kpmg kz



Independent Autlitors' Repod
Pdge 2

Opi ion

In our opinion, the financial statements present fairly, in all material respects, the financial
position ofthe Bank as at 3l December 20l l, and its financial performance and its cash flows for
the year then ended in accordance with htemaiional Financial Reporting Standads.

KPMG Audit LLC

24 Febnary 2012

6 December2006 issued by the Mi istry oI

ofthe Republic of Kazakhstan,
Auditor's Qualification Certificate
No.Mo-0000042 of8 August 2011

State Licence to conduct

General Director of KPMG
acting on the basis of the Charter



JSC AB "Babk of Chiaa in Kazawstan"
Srrenent ofcouprehensiw lacatue for the year ended 3I Decehber 201I

Net interest income

Fee and corDmission income

Fee and commission expense

Net fee and commission income

Net forcign exchange income

Other operating income

Operating income

General adrninistrative expenses

Profft before incorE trx

Profit ind total compr€h€nsive income for the year

Not€
4

5
6

'7

2011
KZT'000

2010
KZT'000

624,583
(17,836) 00,456)
606,747

r,483,242
(28,rr2)

1,178,400
(65,508)

t,455,130 1,112,892

4',74,09',7
3,059

414,089
r,402

2,539,033
(s92,209)

2,103,900

1,946,84

(332,918)

r,680,443
(33r,294 )

1,613,906 r,349,149

The financial statements as set out on pages 5 to 40 were approved by the Board ofDirectors on
24 Febnaty 2012:

Usenova Z,S,
Chief Accountant

The statement of comprehensive income is to be read in conjunction with the notes to, and forming pa( of,
rhe 6oancial $arement. ser out on pages I ro 40.



ASSETS

Cash and cash equivalenis

Mandatory resefle with the National Bant ofthe
Republic oflGzakhstan

HeldJo-matullty investments

Property, equipmat and intangible assets

Def€rred tax assets

Other assets

Totrl rssets

LIABILITIES

Deposits and balances ftom banl(s

Cunent accounts and deposits ftom customers

Otlpr liabiliti€s

Total liabilities

EQINTY

Share capital

Share pr€nium

Capital reseffes

Rerained eamings

Total equity

Torsl ltabilities atrd equiq

Commitments and contingencies .

JSC AR "Ra* ofchina ia Kazaktstan"
Statenent ofFindncial Positi.n 6 dt 3l Decenber 2Al I

Note

l 0

t 0
1 l

1 2

l 3

9

1,4

2010
KZT'OOO

2011
KZT'000

43,975,732

1,166,306
4,360,783
8,513,567
2,527,793

5,194
240,698

42,265,300

659,475
2,821,035
8,782,011

672,965
3,802

175,270

60,790,013 55,379,918

15
l 6

1 7

t28,321
41,510,596

31,853

374,364
43,491,',794

8,369

41,610,776 43,814,s27

5,485,008
89,r44

2,000,324

5,485,008
89,144

651,173
5,280,066

13,119,297 11,s05,391

60,790,013 55,379,918

20tl

The statement of fina&ial position is to be read in codunction with the notes to, and foming palt of, the

Enanciai .talemenls:er oul on pagEr c to 40



JSC AR "Rafi ofchina in razrkhstrn"
Statemenl of Cosh Flovs fot the leo ended 3 | Decehber 2A I l

201r
K:ZT'ONO

2010
KZT'000

CASH FLOWS FROM OPERATING ACTIVITIES

Interest palments
Fee and cornmission receipts
Fee and commission payments
Net receipts ftom foreign exchange
Other income rcceipts
General administatirc expenses palnents

(Increase)/decresse in operating assets
Minimum reserve requirements

(Decrerse)ilrcre$e inoper|dng liabilities
Deposits and balances from banlG
Current a€courts and deposits ftom customers
Other liabiliti€3
Net cash provided frod($ed in) opentiry activilies before
incom€ tax psid
Income taa paid
Cash flows from(used in) operations

CASH FLOWS FROM INVESTINC ACTIVITIES
Purchases of held-to-marudq, investments
Maturity of held-to-maturig? investments
Purchases ofproperty and equipment aad i angible assets
Sales ofproperty and equipment
Cash flows us€d in investing activiti€s

Net incr€ase/(decrease) in cash and cash equivNlents
Efecr ofchanges in exchange mtes on cash and cash

Cash and cash equivalents as at th€ beginni4 ofthe )€ar
Crsh and cash equivalerts as at the end of the year (Note

(16,428)
1,54',7,793

(27,099)
467,103

3,059
(522,306)

(506,83r)
(1,s28,993)

Q46,031)
4,087,698

552,s79
(13,932)

1,174,657
(91,356)
406.512

r,402
(391,895)

196,335
(2,t33,342 )

15,178
(9,686,528)

356

3,883,328
(334,310)

3,549,018

(10,2r4,097)
10,478,054
(2,034,886)

2,64',7

(9,970,034.)
(332,27r)

(r0J02,305)

(8,481,010)
7,s94,666
(165,276)

" G.76a,2a21

r,780,736

(70,304)
42,265,300

10) 43,97s,732

(1,05r,620)

(rus3B2s)

(43,150)
s3,60,375
42,265,300

Th€ statement olcash flows is to be rcad in conjunction with the notes to, and fonni4 part of, the financial
calemenls ser oul on pdg€s 9 Io 40. 
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JSC AR "Rank ofchino is Kaza*hstal"
Statetuent ofcha,ses ir Equib) for ke yeq ended 3 I Decenbet 201 l

KZT'000
Balance as at I January
2010
Profit atrd total
comprehensive income lor
ihe year
TmDsfer to stanrtory

Balmce rs st 31
December 2010

Balance as at I Jarnrary
20r1
Profit and total
comprchensive income for
the )€ar
Tranxfer to stah.tory

BNlatrce as at 3l
D€cember 2011

Shrr€ Sh|re
capital Premium

5,485,008 89,144

Strtutory Retained
earninqs Totrl

|  22,U8 10,r56,242

t,349,r49- t,349,t49

<)e r ts  r<tq l )<\

141a08 8e;t!4 ____651J'3 _lZ!!J66 !1f9!19!

5,485,008

-  1,613,906

r,349,15t 0,349,151)

1,613,906

___ll!5pa8,_____-!9J!4 ?.000324 jt!!,821 EJ1e2e7

89,144 651,173 5,280,066 11,505,391

The statement of changes in equiry is to be read in conjunction with ihe notes to, and fomring part of, the
6naffral statemeors ser oul on pages I ro 40.
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JSC AB "BankoIChiaa in Kdathhstat"
Nates ta the Firorcial Statehents Jor therearended 3l Deceuber2all

1 Background
(a) Orgadsation and operations

Joint Stock Company Affiliate Bant "Bank of China in Kazakhstan" ("the Bank") was established
on 19 April 1993 as "Bank of China in Almaty". On 19 December 1997, the Bank was rc-
registered as Close Joint Stock Compa[y Subsidiary Bank "Banl of China in Kazaklstan". On 4
May 2005, the Bank was re-rcgistered as Joint Stock Company Affiliate Bank "Bank ofchina in
Kaz akhstan".

The pincipal activities of the BaDk are deposit taking and customer accounts maintenance,
lending and issuing guarantees, cash and settlement operations, and operations with securities and
foreigr exchange. The activities of the Bank are regulated by the Firancial Markets and
Organisations Supervisory and Regulatory Committee ('lhe FMSC') of the National Bank of the
Republic of Kazakhstan (the'NBRK). The Bank has a banting license No 181 rcceived on 31
January 2006 fiom the linancial Markets and Organisations Supeflisory and Regulatory Agency
(.'the FMSA'). The Bant is a member of the state deposit insurance system in the Republic ol
Kazakhstan.

On 24 Decernber 2008 the Parent Bank obtained the status of barking holding ofJSC AB "Bank
of China in Kaz akhstan" ftom the FMSA. The change in status rcsulted from amendments to
regulations effective fiom 23 October 2008, in accordance with which, nonresident banks with
majority of capital owned in resident bant of the Republic of Kazakhstan can have status of
banking holdiag.

The registered address of the Banl< is 201, Gogol Street, Almaty. The Banl has one branch in
Almaty and one in Aktobe city.

The average number ofpeople employed during the year was 94 (2010r 74).

The Banl is wholly-owned by the Bank of China Limited (the "Shareholder" or the "Parent
Bank") located in the People's Republic of China, Beijing.{he activities of the Bank are closely
linled with the rcquircmmts of the Shareholder and determination of the pricing of the Banl's
services to the Shareholder and other related parties is undertaken in conjunclion witl other
Sharcholder banks. Related pafty transactions are detailed in Note 22.

(b) Kazakhstanbusinessenvironment

The Bank's operations are primarily located in Kazakhstan. Consequently, the Bank is exposed to
the economic and financial markets of Kazakhstan which display characteristics of an emerging
market. The legal, tar and regulatory frameworks continue development, but are subject to
varying interyretations and frequent changes which together with other legal and fiscal
impediments contribute to the challenges faced by entities operating in Kazaklstan- The financial
statements rcflect management's assessment of the impact of the Kazaklstan business
environment on ttre opemtions and the financial position of the Bank. The futule business
environmert may differ from management's assessment.

2 Basis ofpreparation
(a) Statemedtofcompliatrce

The accompanying financial statements are preparcd in accordance with lntemational Financial
Reporting Standards (IFRS).



JSC AR "Ba* ofchina h Kazakhstab"
Noks to the Fiaancial Statenents fot the reat erded 3l Decenber 2011

2 Basis ofpreparationo continued
(b) Basisofmeasur€metrt

The financial statements are prepared on the historical cost basis.

(c) Functionnl atrd presentation currency

The furctional currency of the Bank is the Kazalhstan Tenge (KZT) as, being the national
currency of the Republic of Kazakhstan, it rcflects the economic substance of the majority of
underlying evetts and circumstances relevant to them.

The KZT is also the Fesentation curency for the purposes of these financial statements.

Fhancial information presented in KZT is rounded to the nearcst thousand.

(d) Use of estlmates andjudgments

ManagemeDt makes a number of estimates and assumptions rclating to tle repofiing of assets alld
liabilities and the disclosue of contingent assets and liabilities to preparc these financial
statements in confonrrity with IFRS. Actual rcsults could differ ftom those estimates.

In particular, infomation about significant areas of estimation uncefiainty and critical judgments
in applying accounting policies is described in the Note 1l - loan impaimrcnt estimates.

3 Significant accounting policies
The following signiflcant accounting policies are coNistently applied in the preparation of the
financial statements.

(a) Foreigtr curretrcy transactlons

Transactions ir foreign curencies are translated to the functional currency of the BaDk at
exchange rates ai the alates ol the tansactions. Monetart assets and liabilities denominated in
forcig[ currencies at the reportin_g date are rctmnslated to the functional curency at the exchange
mte at that date. The foreign currency gain or loss on monetary items is the difference between
amortised cost in the functional cufency at the beginnbg of the period, adjusted for effective
interest and palrnents durhg ihe period, and the amortised cost in foreigl currency translated at
the exchange rate at the end of the reporting period. Foreigrr currency differences arising on
translation arc recognised in profit or loss. Non-monetary items that are measured in terms of
historical cost in a foreign curency are tanslated using tle exchange mte at the alate of the
rmnsacBon,

(b) Cash and cssh equivnl€nts

Cash and cash equivalents include notes and coins on hand, unrestdcted balances (nostro
accounts) held with the NBRK and other banks, and highly liquid financial assets with original
maturities ofless than tbree months, which are subject to iDsigrificant dsk ofchanges in their fair
value, and are used by the Bark in the management of short-tem commitments. The mandatory
reserve deposit with the NBRK is not considered to be a cash equivalent due to rcstdctions on its
withdrawability.

t 0
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(i)

JSC AR "Ranh oJ China in Kazakhstan"
NoEs ta the Fi\dhcial Statements for the red ended 3l Decenbet 2011

Significant accounting policies, continued

Financial instruments

ClassiJication

Financial instruments at fair wlue thfollgh pfofit or" /osr are finaDcial assets or liabilities t]1at are:

. acquired or inclrlred pincipally for ihe purpose of selling or repurchasing in the near term;

. oart ofa Dorlfolio of identified financial inshuments that are managed together and for which

ihere is evidence of a recent actual pattem of short-term profit-taking;

. derivative financial inshuments (except for derivative fmancial instruments that are

desiguted and effective hedging inshuments) or'

. upon initial rccognition, designated as at fair value tbrough profit or loss'

The Bant designates financial assets and liabilities at fair value through profit or loss where

either:

. the assets or liabilities are managed and evaluaied and reported intemally on a fair value basis;

. the alesignation eliminates or significantly reduces an accounting mismatch which would

otherwise arise or.

. the asset or liability contains an embedded alerivative that sigdficantly modifies the cash

flows that would otherwise be rcquired under the conhact

Manageme aletennines the appropdate classification of financial instruments in this category at

the time of the initial recognition. Dedvative financial instruments and fhancial jnstnments

designated as at fair value tbiough profit or loss upon initial recognition are not reclassified out of

at f# value tlmugh profit or loJs category' A financial asset that would have met the definition of

loan anil receivabies may be rcclassified out of the fail value thrcugi pro6t or loss or available-

for-sale category if the ;Dtity has an intention and abilily io hold it for the foreseeble tuture or

until maturity. dther financial instruments may be reclassifled out of ih€ fai value through proflt

or loss category only in lare circumstances. Rare circumstances arise fiom a single event that is

unusual and highly unlikely to rccur in the near term.

Loa s a d receivables arc non-de.ivative fmancial assets with fixed or determinable paylents

that arc not quoted in an active market, other than those that the Bank:

. intel1ds to sell inmediately or in the n€ar term;

. upon initial recognition designates as at fair value through profit or loss;

. upon iniiial recognition desiglates as available_for-sale or,

. may not recover substantially all ofits initial investrnent, other than because ofcredii

deterioration.

Held-to-naturity investments ate non-dedvative financial assets with fixed or determinable
pa),rnents anal fixed maturity that the Bank has the positive intention and ability to hold to

matunty, olher fia$ those thatl

. the Bank upon initial recognition designales as at fair value through pro{it or loss;

. the Bank designates as available-for-sale or,

. meet the definition ofloans and receivables.

l l
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L- JSC AR'Bafi ofchiho in Kazakhston"

4 Notes to the Financial Statehents fot ke ,ea/ ended 3 | Decehber 2a I 1

I
F
b 3 Significant accounting policies, continued
t -

b 
(c) Financial instrudelfs. contioued

| (t) Chssifcation, continued

F Atailable-for-sale financidl dssert are ttrose non-derivative fmancial assets that are alesignateal as

tZ arailable-for-sale or are not classified as loans and receivables, h€ld-to-maturity investments or

f financnl instnrmmt' al larr vdlue lh-rough profil or loss

EI
| 

- (ii) Recognitiotl

= Financial assets anal liabilities are recogliseal in the statement offirancial position when the Bank

L- becomes a pany to the conhactual provisions of the instnrment. All regular way purchases of

f: financial as;el' are accounled for at ihe <Illemenl dale
I

F 
(iii) Measurement

ie A financial asset or liability is initially measued at its fair value plus, in the case of a financial

I 
- 

asset or liability not at fair value tbrough profit or loss, ftansaction costs that are directly

F 
atbibutable to th€ acquisition or issue ofth€ flnancial asset or liability.

h Subsequenr to inj-tial rccognition, financial assets,,including derivatives that are assets' are

I measureo ar rneu ra]r valuei, wit]rout any deduction for tansaction costs thai may be incurred on

F 
qale or other disnoqal. exceot lor:

t- . loans anal recerrables which are measued at arnofiised cost ushg the effective intercst

:1 method;
I
i= . heid-to-matunty investments that are measured a1 amortised cost using the effective intercst

method;

. investments in equity inshuments that do not have a qqrted market pdce il an active market

anal whose fair value can not be reliably measured which arc measured at cost.

All financial liabilities, other than those designated at fair value through profit or loss and
fitrancial liabilities ihat arise when a tmnsfer of a financial asset carried at faft value does not
qualry for derecognition, are measllred at amortised cost.

The amortised cosi of a financial asset or liability is the amount at which the fitrancial asset or

liability is measued at initial rccognition, minus principal rcpayments, plus or minus the

cumulative amotisation using the effective interest method of any difference between the initial

amount recognised and the maturity amount, minus any reduction for impaiment Premiums and

discounts, including initial hansaction costs, are included in tle carrying amount of the related

instrument and amortised based on the effective interest mte ofthe instrument

(iv) Fa value measurement pfittciples

Iair value is the amount for which an asset could be exchanged, or a liability seltled, between
knowledgeable, wiliing parties in an ams's l€ngth transaction on the measurement date

When available, the Bant measues the fair value of an instrument using quoted prices in an

active market for that inshument. A market is regarded as active if quoted pices are readily and

regularty available and represent actual and rcgularly occurring market transactions on an am's

length basis.

tr
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Significant accounting policies, continued
Financial lnstrudents, continu€d

Fa value measurcment principles, continved

If a market for a finaocial instrument is not active, the Bank establishes fair value using a
valuation technique. Valuation techniques include using recent arm's lenglh transactions between
knowledgeable, willing parties (if available), reference to the curent fair value of other
instruments that are substantially the same, discounted cash flow analyses and option pricing
models. The chosen valuation technique makes maximum use of market inputs, relies as little as
possible on estimates specific to the Bank, incorporates all factors tlat market participalts would
consider in setting a price, and is consistent with accepted economic methodologies for pricing
financial instnmeDts. Inputs to valuation techniques reasonably rcpresent market expectations and
measures ofthe risk-rctum factors inhercnt in the financial instrument.

The best evidence of the fair value ofa financial instrument at initial recognition is tle transaction
pdce, i.e., the fair value of the consideration given or received, unless the fair value of that
hstrume is evidenced by comparison with other obsewable curent market transactions in the
same instrume (i.e., without modification or rcpackaging) or based on a valuation tecbnique
whose variables include only data fiom observable markets. When tansaction pdce provides the
best evidence of fair value at idtial recogaition, the financial instrument is initially measured at
tle transaction price and ary differerce between ihis pnce and tle value initially obtained fiom a
valuation model is subsequently rc€ognised in profit or loss on an appropriate basis over the life
ofthe inshument but not later than when the valuation is supported wholly by observable market
data or the traNaction is closed ou|

Assets aDd long positions are measured at a bid price; liabilities and short positions are measuJed
at an asking price. Wlere the Bank has positions with offsetting risks, mid-market prices are used
to measure the ollsetting risk positions and a bid or asking price adjustment is applied only to the
net open position as appropdate. Fair values reflect the qredit risk of the hstrument and include
adjustments to take account ofthe credit risk ofthe Bank and the counterpafiy wherc apprcpriate.
Fair value estimates obtained libm models are adjusted for any other factors, such as liquidity risk
or model uncertainties, to the extent that the Bank believes a third-party market participant would
tate them into account in pricing a tmnsaction.

Gains and losses o sabsequent measurement

A gain or loss arising from a chaDge in the fair value ofa financial asset or liability is recognised
as follows:

- a gain or loss on a finaDcial instrument classified as at fair value through profit or loss is
recognised in profit or loss;

- a gain or loss on an available-for-sale financial asset is recognised as other comprcheDsive
income in equity (except for impailment losses and foreign exchange gains and losses on debt
financial instruments available-for-sale) until the asset is derecognised, at which time the
cumulative gain or loss previously recognised in equi8 is recognised in profit or loss. Interest in
relation to an available-for-sale financial asset is recogdsed in profit or loss using the effective
interest method.

For financial assets and liabilities carried at amortised cost, a gain or loss is rccognised in prcfit or
loss when the financial asset or liabiliiy is derecognised or impaired, and tbrough the amofiisatioD
process.

tv)

13



JSC AA "RanhofChina h razalthston"
Notes to the Fihon itl Statenents for the leo e"ded 31 Decetubet 2Al l

3
(c)

(r't)

(ii)

("ii0

(d)

(t

Signifi cant accounting policies, continued
Finatrcial iDstruments, continued

Derccagnition

The Bank derecognises a financial asset when the contractual rights to the cash flows from the
financial asset expire, or when it tmnsfers tle financial asset in a transaclion in which
substantially all the dsks and rewards of ownership of the financial asset arc hansfered or in
which the Bant neither tmnsfe$ nor rctains substantially all the risks alld rewards of ownership
and it does not retain control ofthe financial asset. Any interest in translered financial assets that
qualily for derecognition tlat is created or retained by the Bank is recognised as a sepamte asset
or liability in the statement of financial position. The Banl derecognises a financial liability when
its contractual obligations are discharged or cancelled or expire.

The Bank ente$ into transactions whereby it transfers assets recognised on its statement of
financial position, but retairs either all risks and rewards ofthe transfened assets or a portion of
them. If all or substantially all risks and rewards are retained, then the tmnslbrred assets are not
derecogdsed.

In transactions where the Bank neither rctains nor tlansfels substantially all ttre risks and rewards
of ownership ofa financial asset, it derecognises the asset if control over the asset is lost.

In translers wherc contlol over the asset is rctained, the Bank continues to rccognise the asset to
the extent of its contiruing involvement, detemined by the extent to which it is exposed to
changes in the value of the transfered assets.

The Bank writes off assets deemed to be uncollectible.

Repurchase snd reverse repurchase agreemmts

Secudties sold under sale and repuchase (repo) agreements are accounted for as secured
financing lransactions, with the securities retained in the,ltatement of flnancial position and the
counterparty liability included in amounts payable under rq)o fansactions within deposits and
balances from bants or cunent accounts and deposits fiom custome$, as apprcpriate, The
differcnce between the sale and repurchase prices reprcsents interest expense and is recognised in
prcfit or loss over lhe tem ofthe repo agreement using the effective interest method.

Securities purchased under agreements to resell (reverse repo) are recorded as amounts receivable
under reverse rq)o tmnsactions within loans and advances to banks or loans to custome$, as
appropdate. The difference befween the pulchase and resale prices rcpresents interest income and
is rccognised in profit or loss over the tem of the rcpo agrcement using the effective interest
method.

If assets purchased under an agreement to rcsell are sold to third parties, the obligation to rctum
securities is recorded as a fiading liability and measured at fair value.

Offsefting

Financial assets and liabilities are offset and the net amount reported in the statement offinancial
position when there is a legally enforceable right to set off the recognised amounts and there is an
intention to settle on a net basis, or realise the asset and settle the liability simultaneously.

Property lnd equipm€nt

Ovneil sssets

Items ofproperty anal equipment are stated at cost less accumulateal ilepreciation and impairmmt
losses.

Where an item of prcperty and equipment compdses major components having differmt usefuI
lives, they are accounted for as sepamte items ofproperty and equipment.

1 4



JSC AB "Bank of ChiN ia Xaza&stan"
Notes ta the FiMncial Statementt for the yet ended 3l Decenber 2011

3 Significant accounting policies, continued
(d) Property and equipmetrt, cotrtinu€d

(ii) Depreciation

Depreciation is charged to prcfit or loss on a stmightline basis over the estimated useful lives of
the individual assets. Depreciation commences on the date of acquisition or, in respect of
intemally consffrcted assets, ftom the tim€ an asset is completed and ready for use. Land is not
depreciated. The estimated useful lives are as follows:

. Buildings

. Computers

. Fumiture

. Vehicles

. Other

(e) Intangible aosets

Acquired intangible assets that are acquired by the Banl are stated at cost less accumulated
amortisation and impaiment losses.

Acquired computer software licenses are capitalised on the basis ofthe costs itcured to acquirc
and bring 10 use lhe specillc sonware.

Amortisation is charged to profit or loss on a straight-line basis over the estimated useful lives of
intangible assets. The estimated useful lives are 7 yeam.

(0 Impairment

(i) Fi ancial assets carrie.l at amoftised cost

Financial assets carried at amortised cost consist principally of cash equivalents, loans, held-to-
maturity securities and other receivables (loans and receivdbles). The Banl reviews its loans and
receivables to assess impaiment on a regular basis. A loan or rcceivable is impaired and
impaiment losses are incuned if, and only if, there is objective evidence of impairment as a result
of one or more events that occured after the initial recognition of the loan or receivable and that
event (or events) has had an impact on the estimated future cash flows of the loan that can be
reliably estimated.

Objective evidence that fina[cial assets are impaired can include default or delinquency by a
borower, breach of loan covenants or conditions, rcstructuring of a loan or advance on tenns that
the Bank would not otherwise consider, indications that a borrower or issuer will enter
banlruptcy, the disappearance of an active market lor a security, detedomtion in the value of
collateral, or other observable data relating to a gloup of assets such as adverse changes in the
payment status of borrowe$ in tle group, or economic conditions that conelate with defaults in
the group.

The Bank fi.st assesses whether objective evidence of impairment exists individually for loans
and receivables that are individually sigrificant, and individually or collectively for loans and
receivables that arc not individually significant. If the Bank detemines that no objective evidence
of impairment exists for an individually assessed loan or receivable, whethei significant or not, it
hcludes the loan in a group of loans and receivables with similar ffedit risk characteristics and
collectively assesses them for impairment. Loans and receivables that are individually assessed
for impairment and for which an impainnent loss is or continues to be recognised arc not included
in a collective assessment ofimpairment.

50 years;
4 to 5 years;

7 yearsi

5 to 15 yea$.

t 5



JSC AB "Bafi ofchina ii Kazakhstar"

Notes to tl1. Firarcidt Statenenlt fur the reat ended 3l Decembet 2411

(D
(i)

Signifi cant accounting policies, continued

Impairm€nt, continued

Firrsncial assets ctrrieil at amot'tise,l cost, continued

If there is objective eviilence that an impaiment loss on a loaD or receivable has been incurred'

the amount oi the loss is measured as the differcnce betw€en the carrying amount ofthe loan or

receivable and the present value of estimated future cash flows includhg amounts recoverable

fromguamnteesandcollateraldiscountedattheloanorreceivable'soriginaleffectiveinterest
mte- aontmctual cash flows a[d historical loss experience adjusted on the basis of relevant

obseflable data that reflect curent economic conditions provide the basis for estimating expected

cash flows.

In some cases the observable data required to estimate the amount of an impairment loss on a loan

or receivable may be limited or no longer fully relevant to cunent circumstances This may be the

case when a borrower is in financial difficulties and there is little available historical dala rclatilg

to similar borowels. In such cases, the Banl uses its experience and judgemmt to estimate the

amount of any impaiment loss.

All impairment losses in respect of loans and rc€eivables arc recogDsed in profit or loss and arc

only reverseil if a subsequent increase in rccovemble amount can be rclated objectively to an

event occurring alier the impaftment loss was recognsed

When a loan is uncollectable, it is written off against the related allowance for loan impairment

The Bank writes off a loan balance (and any related allowances for loan losses, when

management aletemines that the loans are uncollectible and when all necessary steps to collect the

loan are completed,

Non rtnancial assets

Other non financial assets, other than deferred taxes, are assessed at each rcporting 'late for any

indicaiions of impailment. The recoverable amount of gc,odwill is estimaled at each rcpofiing

date. The recovemble amount of.non financial assets is the greater oftheir fair value less costs io

sell anal value in use. In assessing value in use, the estimated fuhrle cash flows are discolrnted to

their present value using a pre-tar discount rate that reflects curent market assessments of the

time ialue of rnoney ani ttti tir*" specific to the asset. For an asset that does not genemte cash

inflows largely independent of those from other assets, the rccoverable amount is detemined for

the cash-ge"neiating unit to which the asset belongs An impairment loss is recognised when the

carrying ;mounl of an asset or its cash-generating Lmit exceeds its recoverable amount

All impaiment losses in respect of non financial assets arc recognised in profit or loss and

re,oersef only if there has bien a change in the estimates used to determine the recoverable

amount- Any impairment loss reversed is or y revefsed to ihe extent that the ass€t"s carrylng

amount does not exceed the canying amount that would have been determined' net of

depreciation or amortisation, ifno impaiment loss had been recognised

Credit related commitments

Inthenormalcourseofbusiness,theBankente6intocreditrelatedcommitmenis,compnslng
unalmwn loan commitments, lette$ of q€dit and guaraniees, alld pmvides other forms of credit

insurance.

Financial guarantees arc contracts that require the Bank to make specified palments to reimburse

the holder for a loss it incurs because a specified debtor faits to make payment when due in

accordance with the tems of a debt instrument

(i,

G)

t 6



JSC AB "Baak ofChiM in razakhsiun"
Notes to the FinanciaL Statenents tat the rear ehded 3l Decenber 201I

(g)

Significant accounting policies, continued
Credit related commitm€nts, cotrtinued

A financial guarantee liability is recognised initially at lair value net of associated tmNaction
costs, and is measured subsequently at the higher of the amount initially recogrised less
cumulative amortisation or the amount ofprovision for losses under the guarantee Provisions for
losses under financial guarantees afld other crcdit related commitments are recognised when
losses me considered probable and can be measured reliably.

Financial guamntee liabilities and Fovisions for other crcdit related conmitment are included in
otler liabilities.

Loan commitments are not recognised, except for the following:

- loan commitments that the Banl designates as frnancial liabilities at fair value through profit or
loss;

- if the Bank has a past pmctice of sellhg the assets resulting from its loan commitments shortly
after origination, then the loan commitments it the same class are heated as derivative
inshuments;

- Ioan commitments that can be settled net in cash or by deliverirlg or issuing another financial
msrumeDr;

- commitmgnts to provide a loan at a below-market interest mte.

Shsre capital

Ordinary shares are classified as equity. Incremental costs directly attdbutable to the issue of
ordinary shares and share options are recognised as a deduction from equity, net of any tax
effects.

Diidends

The ability of tle Bank to declale and pay dividends is subject to the rul€s and rcgulations of
Kaz ath legislation.

Dividends in rclation to ordinary shares are reflected as an apprcpriation of retained eamings in
the penod when they are declared.

Taxstion

Income tax compdses curent and deferred tax. Income tax is recog sed in profit or loss except to
the extent that it relates to items ofother comprehensive income or transactions with sharcholders
recognised directly in equity, in which case it is recoglised within other comprehensive income or
directly within equity.

Current tax exp€nse is the expected ta-r payable on the taxable income for ttre year, using tax mtes
enacted or substantially enacted at the reportilg date, and any adjustment to tax payable in respect
ofprevious yean.

Defened ta-.( is recognised in respect of tempomry differences between the carrying amounts of
assets and liabilities for flnancial reporting purposes and the amounts used for iaxation purposes.
Defered ta-\ is not recognised on the initial recognition of assets or liabilities that affect neither
accounting nor taxable profit. Defered tax is measured at the tax rates that arc expecled to be
applied to the tempomry differences when they reverse, based on the laws that have been enacted
or substantively enacted by the repofiing date.

(h)

(r)

1 7
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JSC AR "Aark ofchiM ie l{azdkhstaa"
Notes to the Financial Stateme'k for the Far ehdeti 3 ] Dec'nber 201 |

Signifi cant accounting policies, continued

Taxatiod, continued

A aleferecl tax asset is rccognised only to the extent that it is probable that future taxable profits

will be available against which the temporary differences, unused tax losses and credits can be

utilised. Defened t;x assets are reduced to the extent that it is no longer prcbable that tle related

tar benefit will be realised.

Income and expense recognition

Intercst income and expense are recognised in profit or loss using tle effective interest method

Loan odgination fees, loan servicing fees and other fees that are considered to be integml to ttre

overall irofitability of a loan, together with the related hansaction costs, arc deferred and

amortised to intere;t income over the estimated life ofthe financial instrument using the effective

interest method.

Other fees, commissions and other income and expense items are recognised in profit or loss

when rhe corre'ponding senice is pro\ ided

Payments made unaler operating leases arc rccognised in profit or loss on a straight-line basis over

thetermofthelease.Leaseincentivesrcceivedarcrecognisedasanintegralpartofthetotallease
expense, over the term ofthe lease,

Ne\v statrdards and interpretations not yet adopted

A number ofnew Standards, amendments to Standards and Interpretations are not yet effective as

ai 3 1 December 20 I I , and have not been applied in preparing these financial statements c)f these

pronouncements, potentially the followiDg will have an impact on the Bant's operations The
_eank 

plans to adopt these pmnouncements when they become effective The Bant has not yet

analysed the likely impact ofthese new standards on its financial statements.

. IIF:S 9 Financial hlstrume ls will be effective for alnual periods beginning on or after I

January 2015. The new standard is to be issued in phasei and is intended uitimately to replace

Intem;tional Financial Repofing Standard IAS 39 Pinancial l\struments: Recogtlition and

Measureme t. The first phase of IFRS 9 was issued in November 2009 and relates to the

classification anal measuement of financial assets. The second phase regarding classification

and measuement of financial liabilities was published in October 2010 The rcmaining parts

oi the standard are expected to be issued dudng 2012 The Bank recognises that the new

stanalard introaluces many changes to the accounting for financial instruments and is likely to

have a significant impact on Bant's fnancial statemmts. The impact ofthese changes will be

analysed-during the course of the project as further phases of the standard are issued The

Bant does not intend to adopt this standard early.

. IFF:S 13 Fair Value Measurement wlll be effective for annual periods begiming on or after I

January 2013. The new standard replaces the lair value measurement guidance contained in

individual IFRSS with a single solrce of fair value measurement guidance lt provides a

revised defuiition of fair value, establishes a ftamework for measudng fair value and sets out

disclosurc requirements for fair value measurements. IFRS 13 does not introduce new

rcqurements io measure asse6 or liabilities at fair value, nor does it eliminate the

pr;cticability exceptions to fair value measurement that curently exist in cefiain standards'

the standard is applied prospectively with early adoption permitted. Comparative disclosue

information is not reqlrired for periods before the date of initial application

. vailons Imprcwments to IFRSI have been dealt with on a standard_by-standard basis AtL

amendments, which result in accounting changes for prcsentation, rccognition or measwement
purposes, wiil come into effect not earlier than 1 January 2012. The Bank has not yet analysed

the likely impact of the improvements on its financial position or peribmalce

0)

(k)



JSC AB "Danh of Chi& in Nazakhttah"
Notes ta the Findrcial Stdtehehts for the rear ended 3 I Decehbet 2A I l

Net interest income

Interest ircom€
Held-to-maturib, investments

Cash and cash equivalents:
- Due ftom the National Bank ofthe Republic olKazaklstan -

deposits with original maturities ofless than three months
- Placernents with banks nostro accormts

Interest expeN€
Cunent accounts and deposits Aom oustome^

Fee and commission income

2011
KZT'000

2010
KZT'OOO

253,211
301,194

54,885
15,293

624,s83

(17,836)
6D6.747

341,784
191,304

45,965
6,920

585,973

(10,4s6)

-W

2010
KZT'000

201r
KZT'000

Cash wirhdrawal
Guarantee ald letter ofcredit issuance
Client account maintenance
Other

1,064,048
339,941
41,906
9,754
7,110

19,823

, 1,483;242

2011
KZT'000

795,537
291,506

24,326
10,286
1 5 . 5 1 1

_u44S_
During the year ended 31 December 2011, fee income ftr agency services in the amount of
l<Zf 992,617 ttJo]Jsand, (2010: KZT 195,537 thotsand) relate to conrmissions eamed by the Bank
for acting as an agent lor loans issued by the Bank of Chita Cayman IslaDds. The Bank provides
services for administmtion of loans issued to corpomte customem, which are rcsidents of the
Republic ofKazakhsta[. The Bank does not bear any oedit risk related to loans issued by Bank of
China Ca'.rnan Islands. Accordingly, rclated loans are not rccognised in the Bank's financial
$ateme s.

Fee and commission expense

2010
KZT'000

Settlernent
Kazaklstan stock exchage m€mbership
Deposit iDsurance find contributioDs
Brokerage seflices
Cash operations
Oth€r

10,682
7,421
4,641
2,658

227
2,483

?!tn

12,290
6,935

41,290

2t7
2 ,183

_€r!sL
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7 Net foreign exchange income

Net gain otr spot transactions
Gain fiom re%luation offinancial assels and liabilities

General administrative expenses

Employee compensation
Conrmunicatiois and infonnation services
DeFeciation and amortisation
Ta\es oiher than on income
Repairs ard maintenance
Security

ReFesentation expenses
Professional seflices

Tnnsportation expenses
Advertising and marketing
Other

.ISC AR "Bahk ofchi& h raza*hst tt"
Natet to the Fiaancbl Sktkhe"ts fot the teor ended i I Decenbet 20I l

2011
KZT'OOO

2010
KZT'000

406,512
'7,577

,4U,0891l!.w

2ntt
KZT'000

467,t03
6,994

2010
KZT'000

276,262
83,964
50,320
43,808
35,487
31,102
20,869

15,010
8,986
2,363

694
3,419

208,155
43,844

26,063
2r,335
22,27r

11 ,156
14,967
8,986
1 ,331

23
r7.693

_,_____-s92209 !4,4s7

20
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JSC AB "Banh ofchi a in Ktzahhstan"
Nates ta the Financial Statenefit for the reat ende.l 31 Decenbet 201l

Income tax expense
2011

KZT'000
2010

KZT'000
Current tax expeNe
Current year
(Overyunder provided in prior years

Defer€d trx experN€
Reversal of temporary differences
Total income tax €xpense

Profit b€fore trxes
lncome tar at the applicable ta.(ftte
Non-taxable incone fiom govemenr

Non-deductable cosb
(Over)/under provided in prior years

2011

KZT'OOO
Prcperty and equipment
Other liabilities

2010

xzT,000
Property and equipment
Other liabilities

3',74,391
(40,081)
334310

310,57r
21.700

The Bank's applicable tax mte in 201 I is the income tax rate of 20% for Kazakhstan companes
(2OIO] 2\o/o). A20% rax rate has been used in the calculation of defered ta:( assets and liahilities

as at 3l December 2011.

Reconciliation of €Ifective tax rate:

201r
KZ:t'000 vo

332,27r

(r,392) (97 7)
332.918 331,294

2010
KZT'000 ./"

t946.a24 100
389,365

(50,642)
34,2',76

!.q!!l4_
336,089

(68,357)
4t,862
21,700

331.294

20.00

(4.07}
2.49
t.29
19.11

100
20.00

Q.60)
t .16

(40,081) (2.06)

1?.10

Deferred tax ass€ts and liabiliti€s

Temporary differences betweell ihe carying amounts of assets and liabilitle^s for financial

reporting purposes and the amounts used for taxation purposes grve rise to net deterred tax assets

as at 3i beCember 20ll and 2010. These deferred tax assets have been recogdsed in ihese
financial statemmts.

These deductible temporary difference do not expirc under Kazakhstan tax legislation

Movements in tempoEry differcnces during the yems ended 31 De€ember 2011 and 2010 are
presented as follows:

Brlanc€
1Jrnuary2011

2,521
1,281
3.802

Bdance
1January2010

1,019
1,806

Recognised
itr plolit
or loss

Balance
31 December

20tt
(469\ 2,0s2

1.861 3.142
1,392

Recognis€d
in prolit

_ :Je4

Bdance
3l December

2010
1,502
(52s)
917 330'

2 l



JSC AR "atnk ofChiaa in Kaahhstart"
Notes to the Finarcial Statetuehts fat ke yeor eaded 3l Decedber 201l

10 Cash and cash equivalents

Under Kazaklstan legislatioo, tle BaDk is required to maintain celtain obligatory resewes, which
are computed as perceDtage of certain ftabilities of the Bank The nunalatory res€rve rcquircments
with the National Bank ofthe Republic of Kazakhstan arc not considered to be cash equivalents
for purpose of the cash flow statement due to rcstrictioDs on its withdmwability

None ofthe cash equivalents are impaired or past due.

Sigoilic4nt credit exposures

As at 3l December 2011 aDd 2010 the Bant had three and two banks, whose balances exceed
10% oftotal equiry. The gross value of these balances as at 31 December 2011 amounted to KzT
44,134,546 thousand and KZT 42,481,863 thousand rcspectively.

11 Loans to customers

Cash on hand

Due fiom the the National Bank ofthe R€public ofKazakhstan

- Term deposits with original maturities of less thall tbrce

Placernenrs with banks nosto accormts
- Rated A- to A+
Midmum r€seNe requirements with the NBRK

Loans to corporate custonrrs
Loans to large corporates
Loans to $nall and medium size conrpanies
TotNl commercial losns

Loans to individuals

Mortgage loans
Total loans to individuals

As at 3l December 2011 and 2010 all loans
Accordingly, no impairment is provided.

Analysis of collateral

The following table Fovides an analysis of the corporate loan portfolio by qrp€s of collateral as at
31 December:

20l l
KZT'000

2010
KZT'000

263,328

\6,r95,549

11 ,001 ,181

17,681,980
(1,166,306)
43,975,732

98,742

31,57r,120

8,000,319

3,2s4,594
(659,475)

-12&309_

2010
KZT'OOO

2011
(zT'000

1,402,246 350,097
2,',758.921 2,305,460
4.161.173 2,655,557

123,287 119,836
76,323

199,610 165,418
4J60.783 2,821,035

to customeff are neither past due nor impaircd.

Commercial real estate
Residential real estat€
No collateral

2011
KZT'000

2,570,962
60,033

1,530,178
4,16r,r73

'/o of lorn
portfolio

62
I

37

2010
KZT'000

1,494,327
885,655

7. of lo.n
portfolio

33
l l

100t00 2.655.557

22
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JSC AR "Bahk ofChina is Kazqkhstat"
Nates to the Financial Statene s fat the year ended 3l Decenber 201I

11 Loans to customers, continued
The arnounts shown in the table above rcprcsent tle carrying value of commercial loans, aIId do
not necessarily rcpresent the fair value of the collateEl.

Loans to individuals are secured by housing real estate.

The fair value of collaterals was estimated at the inception of the loans and was not adjusted for
subsequent changes to the reporting date. The recovembility ofthese loans is primarily dependent
on the qeditworthiness of the borowers rather than the value of collateml, and the curent value
of the collateml does not impact the impaiment assessment.

DuriDg ihe year ended 3 I December 20 1 I the BaDk did not obtain any a$sets by taking control of
collateral accepted as security for conrmercial loa$ (2010: nil).

(s) Industry and geographical analysis ofthe loan pordolio

Loans to customers were issued to customers located within the Republic of Kazaklstaq who
opemte in the following economic sectors:

2011
KZT'OOO

2010
KZT'000

Construction
Indllstry
Trade
Manufacturing
Loans to individuals

(b) Sigtrificant credit exposures

As at 3l December 2011 tle Banl
10% ofequity.

12 Held-to-maturityinvestments

Trcasury bills ofthe Ministry ofFinance ofthe Republic of
Kazalfrstan
Notes issued by lhe National Baok ofthe Republic of
Kazak}tstan

t,836,739
t,301,512

800,27 7
216,585

357,918
275,574

1,176,828
845,231
165,478199.610

l,!60183 ?,8?1{ls

had no borrowels (2010: none), whose loan balances exceed

(c) Loan maturities

The maturity of the loan portfolio is prcsented in Note 1 8, which shows the rcm,itritrg period from
the reporting date to the conhactual maiudty of the loans. Due to the short-term nature of the
loans issued by the Bark, it is tikely tlat many of the loans will be prolonged at maturity.
Accordingly, the effective maturity of the loan portfolio may be significaltly longer than the term
based on contractual tems.

2011
l<zT'000

2010
KZT'000

3,049,386

5,464,181

,_q$$!7 8,182,011

5,194,730

3"587,341

None of the held-to-maturity investments are impaired or past due.
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JSC AB "8ank ofchina in Kozrhhstan"
Notet to the Fiaancial Statedetus fur the Jeat endetl 31 De.etuber 201 I

14 Other assets

Not impnired or past .lue
Recei\ables on agency servioes
Total other linancial assets
Prepayments
Materials and supplies
Other
Total othff noF{inrncirl ass€ts

As at 31 December 2011 and 2010 the Bank had no
equrty.

Deposits and balances from banks

165,181
_240,698 ,_115110

debtorc, whose balances exceed 10% of

2011
xzT,000

20r0
KZT'000

15.5t7 r40,054
15,511

161,706

520

r40,054
33,937

551
728

15
2011

r{zT'000
2010

KZT'000
vostro accomts ,-1n3n '374364

As at 31 December 2011 and 2010 the Bank had no banks, whose balances exc€ed 10% of equiry.

16 Current accounts and deposits from customers
2011

KZT'000
2010

KZT'000

CuEeDt accounts and demand deposits
- IGtail
- Corporate
TeIm deposits
- Retait
- Corporate

1,962,130
35,487,530

2,014,',l11
37,638,404

355,38352r,942
9,538,994 3,483,290

1?,s{,s26 -____43,4e1124
Blocked amounts

As at 31 December 2011, the Bank maintained customer deposit balances of KZT 554,020
thousand (2010: KZT 480,611 thousand) that serve as collateral for off-balance sheet qedit

instruments g.anted by the Bank.

Concentratiotrs ol current accoutrts and custodrel deposits

As at 31 December 2011 and 2010, the Baok had seven and four customers, respectively, whose
balances exceed l0% of equity. These balances as at 31 December 2011 and 2010 were KZT
22.859,733 thousand and KZT 35,789,989 thousand, respectively.

17 Share capital
(a) Issued capilal rnd share premium

Tle authorised, issued and outstanding share capital compdses 5,150 ordinary shares (2010: 5,150
ordhary shares). All sharcs have a nominal value ofKZT 1,065,050.

The holders of ordinary shares are entitled to rcceive dividends as de€lared fiom time to time and
are entitled to oDe vote per share at a rual and geneml meetings of the Bank.
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Share capital, continued
Statutory reserv€

In accordance with amendments to the Resolution #196 On Establishment of Minimum Limit on
Reserve Capital of Second-Tier Banks issued by tle FMSA on 31 January 2011, the Bank should
establish rcserve capital by transfering an amount from retained eamings to a non-distdbutable
rcsewe. The amonni to be tmnsfened each year is calculated as the net prcfit for the preceding
year before distribution of dividends attributable to ordinary shareholders, multiplied by the
percentage increase in Classified Assets and Contingent Liabilities (as defined in the Resolution
#296 On Apprcval ofthe Rules ofClassification ofAssets, Contingent Liabilities and Creation ol
Provisions (Reserves) against Assets ard Contingent Liabilities issued the FMSA on 25
December 2006) during the preceding year. Such percentage incrcase will be not less than 10%
and not more than 1 00o/o.

During 2011, the shareholden approved to transf€r KZT 1,34q,151 thousand from retamed
eamings to this statutory reserwe (20 I 0: KZT 528,325 thousand).

The statutory reserve is non-distributable.

DiYidends

The ability of the BaDk to declare and pay dividends is subject to the rules and regulations of the
Kazakhstan legislation.

Dividends in rclation to ordinary shares are reflected as an appropdation of retained eammgs m
the period when they are declared. No dividends were declared for 2011 and 2010

18 Risk management
Management of risk is fundamental to the business ofbanking and is an essential element ofthe
Bank's operations. The rnajor risks faced by the Banl< are llose rclated to market risk, credit risk
and liquidity risk.

(a) Risk management policies andproc€dures

The Bank's risk management policies aim to identify, amlyse and manage the risks faced by the
Bank, to set appropriate risk Iimits and conhols, and to continuously moniior risk levels and
adherence to limits. Risk management policies and proc€dues are reviewed regularly to rellect
changes in market conditions, products and services offered and emerging best practice.

The Board of Dircctors of the Bant has ovemll rcsponsibility for the oversight of the dsk
management framework, overseeing the management of key risks and rcviewing its risk
management policies and procedures as well as approving significantly large exposlrles.

The Management Board of the Bank is responsible for monitodng and implementation of risk
mitigation measurcs and making surc that th€ Bank operat€s within the established risk
parameters. The Head of the Risk Department of the Bank is responsible for the overall risk
management and compliance functions, ensllling the implementation of common principles and
methods for identifying, measu ng, managing and repoting boih financial and non-financial
dsks.

Credit, market and liquidity risks both at the portlolio and transactional levels are managed and
controlled through a system of Credit Committees and an Asset and Liability Management
Committee (ALCO). In order to facilitate efficient and effective decision-making, the Bar (
established a hiemrchy of crcdit conmittees depending on the tlpe and amount ofthe exposule.

Both extemal and intemal dsk factors arc identified and managed throughout the organisation.
Pardcular attention is given to identifying the full mnge of dsk factors and determination of the
level of assuiance over the curent risk mitigation procedures. Apart ftom the standard credit and
market dsk analysis, the fusk Department monitors financial and non-flnalcial risks by holding
rcgular meetings with opemtional udts in order to obtain expert judgments in their areas of
expenise,

(c,
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Market risk

Market dsk is th€ risk that the fair value or future cash flows of a financial instnrment will fluctuate
because of changes in market prices. Market dsk compdses currency risk, intercst mte risk and other
price risks. Market risk arises fiom open positions in interest mte, cunency and equity flnaDcial
instruments, which are exposeal to general and spe€iflc market movements and changes in tle level of
volatility of market pdces.

The objective of market risk management is to manage ard control market dsk exposures within
acceptable pammeters, whilst optimizing the retum on risk

Overall authority for market risk is vested in tle ALCO, which is chaired by the Chaiman of the
Bank. Market dsk limits are approved by ALCO based on recommendations of the Risk Department.

The Bank manages its market risk by setting open position limits in relation to financial instruments,
interest rate maturity and cunency positions and stoploss limits. These are monitored on a regllar
basis and reviewed and apFoved by the Management Board.

htterest rate risk

Intercst rate dsk is the isk that the fail value or future cash flows of a financial insttument wiil
fluctuate because of changes in market interest rates. The Bank is exposed to the eflects of
fluctuations in the prevailing levels of market interest rates on its financial position and cash flows
lnterest margins may increase as a result of such changes but may also reduce or create losses in the
event tlat unexpectgd movements occur.

Interest rqte gqp analysis

As at 31 December 2011 and 2010 the Bank has no floating mte inshuments and accordingly
maturity analysis by expected maturities coincides with interest rute repdcing analysis.

Average i terest rqtes

Tle table below displa)6 average effective intercst mtes for interest bearing assets and liabilities as at
3l December 2011 and 2010. These interest rates are an approximation ofthe yields to maturity of
these assets and liabilities.

2011
AYerage efrective interest rde,

2010
Average efrective interest rate'

o/o

Other
KZT USD currencies K:ZT USD curretrcies

Other

lnt€resa bearfug assets
Cash and cash equivalents:
- Due fiom the Nationai Bank

ofthe Republio of
Kazaldstan - term deposits
with origiDal maturity less

- Nostro accollnl witb other

Held-to-manriry investments

Interest bearing lhbilitie
Curent accomts and deposits

- Term deposits

0.67

1 0  0 9
2.93

0.04
5.92

0.5

9.9',7
4 . 1 1

0.15 0.43
'7.97

t .99 0.58 0_61 1.07 0.35
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Risk management, continued
Market risk, continued

Interest rate sensttivity analysis

The malagement of interest rate risk based on intercst mte gap analysis is supplemented by
monitoring the sensitMty of financial assets and liabilities An analysis of sensitivity of tle
Bank's profit or loss for the year (net oftaxes) and equity to changes in intercst mte repricing dsk
rate based on a simplified scenario of a 100 basis poht (bp) slmoetrical fall or dse in all yield
curves and positions ofinterest-bearing assets and liabilities existing as at 3l December 2011 alld
2010 is as follows:

2011 2010

100 bp parallel rise
100 bp parallel fiIl

Currenc! fish

Profit

KZT'000

. K:ZT USI)
KZT'000 KZT',000

182,510 182,510 94,914 94,9',74
(182,s10) (182,510) (94,974) (94,974')

Prolit
Equity or loss f,quity

KZT'000 KZT'000 KZT',000

Other
currencies Tottl
KZT'000 KZT'000

The Bank has assets and liabilities denominated h several foreign currencies.

Currency risk is the risk that the fair value or future cash flows of a financial instument will
fluctuate because of changes il1 market interest mtes. Although the Bank hedges its exposure to
currency risk, such activities do not qualily as hedging relationships in accordance $'ith IFRS.

The following table shows the forcign crurency exposure structue of filancial assets aDd
liabilities as at 31 December 2011:

ASSETS
Cash and cash equivalents
Mandatory resene with the National
Bank ofthe Republic ofKazakhstan

Held-to-maturity investments
Other fimrcial assets
Total assets

LIABILITIES
Deposits and balances fiom bar*s
Current accoEts and deposits fiom

Total lirbilities
Net positron as Nt 3l Decenber 2011

18,758,537

1"166,306
2,7',79,258
8,513,56?

20,673,05r

1.581,525

60,745

4,544,144 43,9',75,132

1,166,306
4,360,783
8,513,567

31,232,440 22315,321

24,000 104,327

22,220,233
20,781,226 22,324,560
1!A4s2]4 19?t2I

4,544,1M s8,091,905

- 128,321

4,527,13',7 47,510,596
4,521,137 41,638,923

lJ.,w1 lll?w

Assets and liabilities ofthe Bank ill other currmcies are mainly denominated in Chinese Yuan
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18 Risk management, continued

(b) Mark€t ris\ continued

C fienc! risk, continue,l

The following table shows the curency stnrcture of fina[cial assets and liabilities as at
31 December 2010:

Other
KXI USD cur€rcies Tot|l

KZT'000 KZT'000 KzT'000 Kzr'000

ASSETS
Cash and cash equivalents
Mandatory resen€ with the National
Bank of th€ Republic ofKazakhstan

Held-to-malurity hvestments
Other financial aslets
Total assets

LIABILITIES
Deposits and balaflces Fom banl(s
Curent accormts and deposits ftom

33,35s,r86

357,321

,no,oio

314,364

'74,964 42,265,300

659,475
2,821,035
8,182,071

140,054
20,740,410 33,852,561 74,964 54,667,935

31,159
31,159
r!,!qs

A weakening of the KZT, as indicated below, against theifollowing cunencies at 31 December
2011 and 2010 would have indeased (decreased) €quity and proflt or loss by the amounts shown
below. This analysis is on net'of tax basis and is based on foreign curency exchange rate
variaDces that the Bank considercd to be reasonably possible at the end ofthe reporting period
The aDalvsis assumes that all other variables. in particular intercst rates, rcmain constant

curtomers 10,341,'704 33,118,931
Torsl liabilities 10341,704 33,493,295
Net position rs at 31 December 2010 !!lq;l2ql!L

2011

374,364

43,49r,794
43,866,158
]gpJll1

2010
Profit

KZT'000
Equity

KZT'OOO

Profit
or lffs Equtty

KZT'000 KZT'000
10% apFeciationofusD against KZT M3 443 28,741 28,74r
l0% apFeciationofother cunency against KZT 1,361 1,361 3,504 3,504

A strengtledng ofthe KZT against the above cuFencies at 31 December 2011 and 2010 would
have had the equal but opposite effect on the above curencies to the amounts shown above, on
the basis that all other variables renrain constant.

(c) Credit risk

Credit risk is tle risk of financial loss to the Barik if a customer or counterparty to a financial
inshumeDt fails to meet its contmctual obligations. The Bank has policies and procedures lbr the
management of credit exposures (both for rccognised financial assets and unrecognised
contractual commitments), includhg guidelines to limit portfolio concentration alld the
establishment of a Crcdit Committee, which actively monitors credit dsk The credit policy is
rwiewed and approved by the Managem€nt Board

The uedit policy establishes:

. prccedues for review and approval ofloan/credit applications;

. methodology for the dedit assessment ofborrowers (corpomte and individual);

. methodology for the qedit assessmmt ofcounterparties;
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"LY#Y;':;,;'18 Risk management, continued
(c) Credit rislq continued

. methodology for the evaluation of collateral;

. credit documentationrequirements;

. procedues for the ongoing monitoring ofloans and other credit exposures.

Corporate loan/crcdit applications are odginated by the relevant client managers and are then
passed on to the Loan Department, which is responsible for the corporate loan pofifolio Credit
rcports are based on a structured analysis focusing on the customer's business and flnancial
perforrnance. The loan credit applicaiion and the report are then independently reviewed by the
Risk Departmeni's Credii Risk Management Division and a second opinion is given accompanied
by a verification that crcdit policy requircments are met. The Crcdit Committee rcviews tle
loadcredit application on the basis of submissions by the Loan Department and the Risk
Departmmt. Individual transactions are also rcviewed by the Legal, Accounting and Tax
departments depending on the specific risks and pending final approval ofthe Credit Conunittee.

The Bank continuously monitoN the performance of individual credit exposures atd regularly
reassesses the creditworthiness of its customers. The review is based on the customer's most
recent financiai statemmts alrd other hformation submitted by the bolrower, or otherwise
obtained by the Bank. Retail loan credit applications are reviewed by the Retail Lendi$g
Department through the use of scoring models and application data verification procedures
developed together with the Risk Department.

Apafi ftom individual customer analysis, the credit portfolio is assessed by the Risk Depariment
with regard to credit concentation and market nsks.

The Bant's maximum exposure to credit risk is generally reflected in the carrying amounts of
financial assets in the statement of financial position and utrecognised contmctual commitments
The impact olpossible netting of assets and liabilities to reduce potential credit exposurc is not
signiflcafi.

The maximum exposure to dedit dsk ftom financial assets at the reporting date is as follows:
i'-!L

!-fl

!-!l

.-rl

.-!L

'-!l

2011
KZT'OOO

20t0
KZT'OOO

ASSETS
Cash equivalents
Mandatory rcsewe with the NatioMl Banh of the Republic of
Kazaklstan

Held-to-manrrity investments
OdEr financial assets
Total maximum erposure

43,712,404

1,166,306
4,360,783
8,513,567

42,166,558

659,415
2,821,035
8,',782,07r-lL

-4.

.-4.

,-&

,9.

,{

-{l

-!1,

'-ll

15,5t1 140,054
q $ns71 l!,s6e,re3

The Bank holds collateml against loans and advances to customem in the fom ol real estate.
Estimates of value are based on the value of collateml assessed at the time of bonowing, and
generally are not updated except when a loan is individually assessed as impaired.

For the analysis of collateral held against loans to customers and concentmtion of credit risk in
respect of loans to customers refer to Note 1 1 ,

The ma\imurl] exposurc to credit dsk lrom uffecogdsed contractual commilments at the
reporting date is presented in Note 20.

As at 31 December 20ll and 2010 the Bank had two and one debtors, respectively credit risk
exposurc to whom exceeds 10olo of maximum credit risk exposure. The credit risk exposure for
these customers as at 31 December 2011 and 2010 were KZT 45.123.028 thousand and KZT
43,158,459 thousand, rcspectively.
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Risk rnanagement, continued
Liquidity risk

Liquidity dsk is the dsk that the Banl will encounter diliculty in meeting obligations associated
with its financial liabilities that are settled by delivering cash or another financial asset. Liquidity
dsk exists when the matudties of assets and liabilities do not match. The matching and/or
controlled mismatching ofthe maturities and interest mtes ofassets and liabilities is fundamental
to liquidity management of financial institutions, hcluding the Banl<. lt is unusual for financial
instihrtions ever to be completely matched since business tmnsacted is often ofan uncertain telm
and of diflerent t)?es- An unmatched position potentially enhances Fofitability, but can also
inqease the risk oflosses.

The Bank maintains liquidity management with the objective of ensuring that funds will be
available at all times to honor a1l cash flow obligations as they become due. The liquidiiy policy is
reviewed and approved by the Management Board.

The Bank seeks to actively support a diversified and stable funding base comprising long-term
and short-term loans from otler banls, core corpomie alld retail customer deposits, accompanied
by diversified portfolios of highly liquid assets, in order to be able to respond quickly and
smoothly to unforcseen liquidiry rcquirements.

The liquidity management policy requiresl

. projecting cash flows by major currencies and considering the level of liquid assets necessary
in rclation thereto;

. maintaining a diverse range offunding sources;

. managing the concentration and profile of debts;

. maintaining debt fiDancing plans.

. maintaining a poftfolio olhighly marketable assets ihat can easily be liquidated as protection
against any interruption to cash flow;

. maintaining liquidity and tunding contingency plans;

. monitodng liquidity ratios against regulatory requircments.

The Treasury Department rccaives information ftom business urits rcgarding the liquidity piofile
of their financial assets and liabilities and details of other projected cash flows arising from
projected future business. The Treasury Depaftement then provid€s for an adequate portfolio of
short-term liquid assets to be maintained, largely made up of shol1-tefm liquid tmding secudties,
placemenls with banks and other inter-banl< facilities, to ensure that sufficient liquidity is
maintained within the Bank as a whole.

The daily liquidity position is monitorcd and regular liquidity strcss testing under a variety of
scenados covedng both normal and more severe market conditions is pedormed by the Treasury
Department. Under the nomal market conditions, liquidity repots covering the liquidity position
are presented to senior management on a weekly basis. Decisions on liquidity management are
made by ALCO and implemented by the Treasuly Department.

The lollowing tables show the undiscounted cash flows on the Bank's financial liabilities and
cledit-related loan commitments on the basis of their earliest possible contractual maturity. The
total gross amount inflow and outflow disclosed in the tables is the contmctual, undiscounted cash
flow on tle financial liability or commitment.

31
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Capital management
The FMSC ofNBRK sets and monito$ capital requirements for the Bant.

The Bart defines as capital those items defined by statutory regulation as capital for credit
instihrtions. Under the curent capital requircmmts set by the IMSC banks have to mamtanl a
ratio of tier 1 capital to total assets and a ratio of total capital to dsk weighted assets, contingent
Iiabilities, opentional and market risk above the prcscribed minimum levels. As at 3l December
2011, this minimum level oflier 1 capital to total assets is 5% (2010: 5%) and the minimum level
of total capital to risk weighted assets, contingent liabilities, operational and market risk is l0%
(2010: l0o/o). The Bank was in compliance with the statutory capital fttios as at 31 December
201 I and 2010, with the minimum level tier I capital to total assets of 20% (2010: i 8%) and the
minimum level ol total capital to risk weighted assets, contingent liabilities, operational and
market risk of75% (2010r 87%).

Commitm€nts
The Bank has outstanding commitments to extend crcdit. These commitments take the form of
approved loans.

The Bank provides financial grarantees and letterc of credit to guarantee tle perfomance of
customers to third parties. These agreements have flxed limits and generally extend for a period ol
up to five years,

The Bank applies the same uedii risk management policies and procedues when granting credit
commitmentq firancial guarantees and letters of credit as it does for granting loans to customers.

The coDtractual amounts of commitmenls are set out in the following table by category. The
amounls reflected in the table for commitments assume that amounts are fuIly advanced. The
amounts reflected in the table for guarartees and letters of oedit rcprcsent the maxtmum
accounting loss that would be rccognised at the reporting date if counterparlies failed completely
to oerfolm as contmcted.

20

2011
KZT'000

2010
KZT'000

Cotrtracted amoutrt
Loan and crEdit lirE conmiturents
GMrantees and letters ofcrcdit

649,628
1,214,809

13,291,398
714,900

1,8!!,137 ]!406i2e8

The total outstanding contractual commitments above do not necessar:ily represent future cash
requirements, as these commitments may expire or teminaie without being funded. The majority
of loan and credit line commitmmts do not represent an unconditional commitment by the Bank.

Concentration

As at 31 December 2011 the Banl has no customers (2010: one), whose balances exceed 10% of
equity. This balance as at 31 December 2011 was nil (2010: KZT 12,557,860 thousand).

21 Contingencies
(a) Insuranc€

The insurance industry in the Kazakhstan is in a developing state and many foms of insuance
protection conlmon in other parts ofthe world are not yet genemlly available. The Bank does not
have full coverage for its premises and equipment, business interruption, or third party liability in
respect of prope y or environmental damage arising from accidents on its propelry or rclating to
Bank's operations. Until the Bank obtains adequate insunnce coverage, there is a dsk that tle loss
or destruction of certain assets could have a material adverse effect on the Bank's operations and
financial position.



v.
'4

<.
*4

:t|.

4

:il,

:a.
E
:it
:a.
:4,

=(

;4.
I

F
F
F
F
F
F
F
F
F
!4

F
F
F(
F
F"

Notes to the Fitanciat sta,m!:: i: ;::i::"!"5:!;';::f::#;

21 Contingencies, continued
(b) Litigation

Bank managemeni is unaware of any significant actual, pending or threatened claims against the
Bank.

(c) TsxatiodcoDtingencies

The taxation system in the Republic of Kazathstan continues to evolve and is chamcterised by
ftequent changes in legislation, official pronouncements and couft decisions, which are sometimes
conhadictory and subject to varying interpretation by different tax authorities. Ta-\es are subject to
rcview and irvestigation by a number of authorilies who have the authodty 10 impose severe
fines, penalties and interest charges. A ta"\ year rcmains open for review by the tax authodties
during the five subsequent calendar yeaN; however, under certain circumstances a ttx year may
remaln open longer,

These circumstances may create tax isks in K^zakhstan that are more significant than in other
counties. Management believes that it has govided adequaiely for tax liabilities based on its
interpretations of applicable tax legislation, official pronouncements and cout decisions.
However, the intelpretations of the rel€vant authorities could differ and the effect on these
financial statements, if the authorities were successful in mforcing their interyretations, could be
significant.

22 Related party transactions
(a) ControlrelatioDships

The Barl's Parcnt is Bark of China Limited, which produces publicly available fmancial
statements. The party with ultimate contrcl over the Bank is the Govemment of the People's
Republic of China.

{b) Transactions with the members: ofthe Board ofDirectors and the Management Board

Total remuneration included in persomel expenses for the year elded 3 1 December is as follows:

Board ofDirecton
Members of the Managemetrt Board

2011
KZT'000

Aversge
2011 interest rate, 2010

KZT'000 0a Kz:l'000

2010
KZT'000

1 , 9 1 8

_ 12,026 _ lJr

The outstanding balances and average interest rates as at 3l December 2011 and 2010 lor
hansactions with the members of the Board of DirectoN and tle Management Board arc as
follows:

statement of Financial Pffi ition
ASSETS

LIABILITIES
CuFent accouts and deposits iom

13,077

18,631

4,118

25,416

rate, Vo

1 0 . 8

All loans are in Tenge and repayable by the end of2026.

9.9
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22 Related party transactions, continued
(b) Transactions with the members of th€ Board of Directors and the Management Board,

continu€d

Amounts included in proflt or loss in relation to transactions with lhe members of the Board of

Directors and the Management Board for the year ended 3 1 December are as follows:

2011
KZT'000

2010
KZT'000

Statement oI Comprehensive Incom€

Interest income

Interest eeeise

(c) Trausactions with oth€r r€lated porties

l , 0 l  r 606

20

Other relateal parties include: tle Parelt Bank, fellow subsidiaries of the Ballk and other related
parties. The outstanding balances and the related average interest rates as at 3l Decembet 2011 aDd
relatecl profit or loss amounts oftransactions for the year ended 3l December 2011 with other related

Darties are as follows.

KLT
'000

KZT
'000

Parent BaDk Fellow Bubsidiaries Other rehted parties*
Avemge

K:ZT interesl
'000 rate, To

interest
r^k, o/o r|te,'/n

0 .11
1.00

Total
K:/:l
,000

Statement of
Finarcial Position
ASSETS
Cash and cash

- InUSD

- In USD
Other fimncial
assets - In USD

10,608,29r
4,506,198

11,319,078
4,506,198

71,182'77,782 2.56
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22 R€lated party transactions, continu€d
(c) Transadions with other related parties, continued

Parent
Bank

Other relNted
p.rties*

rag€ Total
KZT interest Kz:I
'000 rate, % '000

Ave-
rage

K7:l inter€st
'000 rate, %

24,000

Fellow
subsidi.ries

rage
KZ:l intercst
'000 rate. Vo

LIABILITIES
Curent accourts and
deposits from

- In KZT
- InUSD
- In other currenci€s

It€ms trot r€cognked
itr th€ Stat€metrt of
Financid Positiotr

Guarantees given

Guamdees received

Statement of
Comprehensiv€
Income

Fee and cornmission

Fee and comnission

Net foreign exchange

General

10,234,031
t7,265,162
4,445,843

t0,234,03r
17,265,',762
4,445,843

133,584

83,104

t7,25',7

1,020,949

133,584
83,104

43',7 0.15 1.00

6,636 - - 1,014,313

14,856 1,991

*Other related parties include entities that are under control of the Goverrunent of the People's
Republic of China.

As at 3l December 2010 the Bank received a guarantee issued by Bank of China Cqanan Islands
on an undrawn loan commitment (Note 20). The guarantee matured dudng the year ended 31
D€cember20ll .
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(c,

Related party transactions, continued
Transactions with other related parties, continued

The outstanding balances and the related average interest rates as at 31 December 2010 aDd related profit or
loss amounts of transactions for the year ended 3 1 December 201 0 with other related parties are as follows.

Parent B rk Fe on subsidiffies Orh€r rehted Darties*

Statement of Financial
Positiotr
ASSETS

Cash and cash

Placenents with banks

- In USD

R:ZT
,000

Averace Totrl
inter;t K:zT
rate, % '000

JSC AA "Botk of Chiaa in Ka$khstan"
NoEs to the Financial Statetuenafor the ),ea/ ehded 3I Decehber 20ll

K:LT
,000

Average
interest
fite, Yo

Averag€
KZT interest
'000 rat€, %

- In other fllrrenoy

- -  InUSD
Odler financial assets

LIABILITIES

Curtent accourts and
deposits from customen

30t,652 0.15 2,912,220
40,722

- 3,2t3,872
- 40,122

2.9t ',75,524

l. l3 140,054

7,06t,155
30,512,620

42t,223
12,s67,000

166,793

8,881

8,60r

0 .11
0.53

140,054

- IIKZT
- In USD

Other liabilities
- In USD
Itens not r€cognised iD
the Stat€ment of
Financiol Position

Cuarantees given

Guarantees receil€d

Letrer of cr€dits issued
Statement of
Comprehensive

Fee and coromission

Fee and commission

General adninistrati\€

'7,06r,'755

30,512,620

421,223
12,567,000

t66,793

0.15 6,256

- 8 8

- 21.9t2

0.15 1,961

'795,537

+Other related parties include entities that are under control of the Government of the People's Republic of
Chira.
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23 Financial assets and liabilities: fair values and accounting classilications
The table below sets out the carrying amounts and fair values of financial assets and financial
liabilities as at 3l December 2011:

H€l&to- Loms rnd
mrtwity receivables

, 43,7t2,404

Total
cNrrying Fair
amount value

43,1 12,404 43,',7 t2,404

1,166,306 1,166,306

Other
amortised

KZt '000

Cash and cash equivalents
Mandatory reserve with the National
BaDk ofthe Repblic ofKazakhstan

- Loans to legal enriti€s
- Loans ro individuals

Held-to-maturity investments:
- Treasury notes ofthe Ministry of

Finance ofthe Republic of
Kazaklsian

- 1,166,306

- 4,r61,t13
- 199.610

J,049,J85
- Notes issued by the National Bank
oftheRepublicofKazaklstan 5,464,181
Other financial assets - 75,511

8flli.q1
128,327

- 4,161,t73 4,003,465
- 199,610 164,79',7

3,049,386 3,043,373

5,464,t81 s,4',72,63r
7 5  S I 7  r {  5 t l

s7l4{]87 l],q]!l2r
128,327 128,328Deposits and balances from banls

Current accourts and deposits &om
47,510,596 47,sr0,596 46,982,486
4?,638,923 47.638,923 47,r10,814

The table below sets out the carrying amounts and fair values of financial assets and financial
liabilities as at 31 December 2010:

Other Total
-amortised canying FairHeld-to-

_ maturity
Loans and
receivobles
42,t66,ssq

659,415

2,655,551
165,478

KZT '000

Kazakhstan

cost tmount vrlue
Cash and cash equivalents
Mandatory resen€ with the National
Bank of the Republic ofKazakhstan

- Loans to legal entities
- Loans to individuals

Held-to-matudry investnents:
- Treasury notes ofrhe Ministry of

Finance ofthe Republic of

- 659,475

- 2,655,55',7
- 165,478

42,t66,558

659,475

136,416

5,194,730 5,194,730 5,244,376

3,s87,341 3,591,437
140"054 140,054

- 54,569,193 54.452.735
314.364 374.364 374.364

- Noies issued by fhe National Bank
ofrheRepublicofKazalhstan 3,587,341
Other fiiancial assets

8.782.071
Deposir. and balance. from bank
Currmt accolnts and deposits ftom
custome^

140,0s4
ltfp,n2

43,49t,794 43,491,794 43,451"133
- 43.866.158 43,866,158 43,825,4c7

The estimates of fair value are intended to approximate the amount for which a financial
instrument can be exchanged between knowledgeable, willing parties in an arm,s lenglh
tlansaction. However given the uncertainties and the use of subjective judgment, the fair value
should not be interpreted as being realisable in an iDmediate sale of the assets or settlemmt of
liabilities.

The estimated fair values of all financial assets, except held-to-maturity investments and
liabilities are calculated using discounted cash flow techniques based on esiimated future cash
flows and discount lates for similar instruments at reporting date. The fair value of held-to-
matudty investments is determined by using market obsenable inputs.
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