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KPMG Audit LLC
050051 Almaty, 180 Dostyk Avenue,
E-mail: company(@kpmg.kz

Independent Auditors' Report

Ttr the Board of Directors of JSC AB "Bank of China in Kazakhstan"

\\'e har e audrted the accompanying financial statements of JSC AB "Bank of China in
Kazakhstan" (the "Bank"), which comprise the statement of financial position as at 3l December
It t1 l. and the statements of comprehensive income, changes in equity and cash flows for the year
:iren ended. and notes, comprising a summary of significant accounting policies and other
e\t.anat0n' infbrmation.

.\ Liit,tgenrent's Responsibility for the Financial Stqtements

-\lanageurent is responsible for the preparation and fairpresentation of these financial statements
il a!'crrrdance with International Financial Reporting Standards, and for such internal control as
:llrnagentent determines is necessary to enable the preparation of frnancial statements that are free
iitrnr nrrterial misstatement. whether due to fraud or error.

,1:r , i  L: , ' t ' '  Rt 'sponsihi l i ty

L)ur resprrnsibilitl, is to express an opinion on these financial statements based on our audit. We
.rrnductL'd our audit in accordance with lnternational Standards on Auditing. Those standards
requlre tiiat u'e cornply with ethical requirements and plan and perform the audit to obtain.
reasrrnable assurance about whether the financial statements are free from material misstatement.

.\n audit inl'olves performing procedures to obtain audit evidence about the amounts and
drsclosures in the financial statements. The procedures selected depend on the auditor's judgment,
includins the assessment of the risks of material misstatement of the financial statements, whether
due to liaud or eror. ln making those risk assessments, the auditor considers internal control
relevant to the entity's preparation and fair presentation of the financial statements in order to
desrgn audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity's internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

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

l i tnanrn3 l  ( . r . fe ra l i \e1  KPVGInt t rna t iona l " )  (a )LrNr iacrb f ib t raK ipcr iuKPMGr$crc i r r l rupr ra rapxer ic ra i4 r r lucc i .

ijnns ahliared \ rh KPVG Internarional Cooptrati\ e ("KPMG lnrdnatioml"). a Sx'iss mr [)
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Independent Auditors' Report
Page 2

Ul t t t t t t  t t t

In our opinion, the financial statements present fairly, in all material respects, the financial
prrsition of the Bank as at 3l December 2012, and its financial performance and its cash flows for
the vear then ended in accordance with lnternational Financial Reporting Standards.

,-l(,*
Kim Y.V.
Certified Auditor
of the Republic of Kazakhstan,
Auditor's Qualification Certificate
No.M@-0000042 of B Ausust 201 1

KPMG Audit LLC

Stute Lic'ence to conduct audit # 0000021 dated
Firtturce ol the Republic of'Kazakhstan

6 December 2006 isstted by the Ministry o.f

.7/ 7'/"' " I

\ icar . \ .  N.
Generai Director of KPMG Audit LLC
actir.rs on the basis of the Charter

I  March  2013
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JSC AB "Bank ofChinu in Kazakhstan"
Statement o.f Contprehensive Income.for the year ended 3l December 2012

2012
KZT'OOO

20tl
KZT'OOO

Int. 'rest rncone

Interest  e\pense

\et  in terest  income

Fee :nd crrmmission income

Fee and crrmrnission expense

\et fee and commission income

\et tore rgn exchange income

Other ..pe ratin_g income

0perat ing income

G:nere1 adr.ninistrative expenses

Profit before income tax
T -  . - , -

Profit and total comprehensive income for the year

Note

4
A

5

o

7

7 43,736

(s4 ,011)

624,583

(t'7,836)

689,725 606,747

| ,561,287

(32,332)

r,483,242

(28,r12)

1,528,955 1,455,130

498,458

999

474,097

3,059

2,718,137

(685,392)

2,539,033

(592,209)

2,032,745

(361,109)

1,946,824

(332 ,918 )

!l

t
!

I

-

F

ll

i

E

!l

l.

il

!t

5.

1,671,636 1,613,906

The financial statements as set out on pages 5 to 43 were approved by the Board of Directors on
1  \ { a r c h  1 0 1  3 :

1""

!l

!r

L

Usenova Z.S.
Chief Accountant

The statement of comprehensive income is to be read in conjunction with the notes to, and forming part of,
the financial statements. 
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Chuirmart of the Board
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JSC AB "Bank of Chitta in Kazakhstan"
Statemenl of Financiol Position as at 3 ] December 20I 2

2012
KZT'OOO

20tl
KZT'OOO

. \SSETS

Cash and cash equivalents

\landatorv resen'e with the National Bank of the
Republic of Kazakhstan

Lrrans tcr CUStOmerS

H e I d-trr- n.raturity investments

Propertl . equipment and intangible assets

Defened ta\ assets

Other assc-ts

Tota l  assets

LI . \BILITIES

Depcsits and balances from banks

Current accounts and deposits from customers

Other  l iab i l i t ies

Tota l  l iab i l i t ies

EQL rT\ .

Share capi ta l  l7

S h a r e  n r e - . i r r -

Statutory resen'e

Retained earnings

Total equity

Total l iabil i t ies and equity

Commitments and contincencres

l 1

t2
l 3
9

t 4

43,907,386

1,292,7lg

13,890,351

1,805,799

2,165,619

3,061

8 1 , 8 3 5

4 7  q 1 \  1 \ )

1,166,306

4,360,783

8,5t3,567
)  5 ) 7  7 Q \

5,194

240,698

63.736.769 60.790.073

I

I

I

I

!

I

!l

d

t
!l

d

4
q

ri
g

4

g.

g

E

t
x
1

L

l 5

l 6

1 , 0 3 8 , 5 1 3
4'7 R7) 1)\

75,000

128,327

47,510,596

3 1 , 8 5 3

48.945.836 47,670,776

5,485,008

89,t44

2,161,',I t4

7,055,067

5,485,008

89,144

2,000,324

5,544,821

14.790.933 13.119.297

63.736.769 60.790.073

20-21

The statement of financial position is to be read in conjunction with the notes to, and forming part of, the
financial statements. 
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JSC AB "Bank of China in Kazakhstan"
Statement of Cash Flows for the year ended 3 I December 2 0 I 2

2012
KZT'OOO

20tl
KZT'OOO

C{SH FLOWS FROM OPERATING ACTIVITIES

Interest receipts

Interest pavments

f  ee rnd contmiss ion receipts

Fee and commission payments

\et receipts from foreign exchange

Other inctrnte receipts

General administrative exnenses

(  Increase) 'decrease in operat ing assets

\l.rndet.rn rL'sen e u'ith the National Bank of the Republic of
K.:z;khstan

L t r . lDS tO . '  UStOl l le rS

(Decrease) increase in operating l iabil i t ies

Dep..srts and balances from banks

Current a.counts and deposits from customers

\et cash (used in)/from operating activit ies before income
tar  paid

Income tar paid

Cash florrs (uscd in)/from operations

C.{SH FLO\\'S FRONI INVESTING ACTIVITIES

Pur. 'hrses of  held- to-matur i ty  investments

\laturitr of held-to-maturity investments

Pur;hases of property and equipment and intangible assets

S.r le .  o ipr . rpenv and equipment

Cash florr s (from)/used in investing activities

\et (decrease)/increase in cash and cash equivalents

Ettect ofchanges in exchange rates on cash and cash
equivalents

Cash and cash equivalents as at the begiruring ofthe year

Cash and cash equivalents as at the end of the year (Note 10)

728,03 8

(48 ,  195)

1,565,440

(31,062)

496,126

999

(s66,079)

( 1 1 6 , 4 1 3 )

(9,524,909)

9 1 0 , 1 9 6

328 ,015

62s,369

(16,428)

1,547 ,193
(27,099)

467,103

3,059

(s22,306)

(506,83 1)

( I ,528,993)

(246,037)

4,087,698

(6,257,154)

(358,976)
3,883,328

(334,3 10)

(6,616,130) 3.549.018

(2,966,400)

9,686,840

( 160,552)

(10,2r4,097)

10,478,054

(2,034,886)

2,647

6,559,888 (1,768,282)

(56,242)

(12,r04)
47 g '75  7 \ )

1,790,736

(70,304)

42,265,300t

I

I

n

I

I

T

I

43.907.386 43.975.732

The statement of cash flows is to be read in conjunction with the notes to, and forming part of, the financial
statements. 
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JSC AB "Bank of Chitta in Kuzakhstan"
Statentent o;/ Changes in Equity for the year ended 3 I December 20I 2

KZT'( ) ( )O
Balance as at
I  Janua r l  2011
Pr..trt and total
.- ! 'mprr-hensive income for
lhe p: r i t rd
T r  r r < 1 r - r  T , )  i f  3 h r t o r w

r -s3n  e

B a l a n c e  a s  a t  3 l
D e c e m b e r  2 0 1  I

B a l a n c e  a s  a t
I  J a n u a r r  2 0 1 2

Pr.. i l t  and total
.  . ' n rn re l " :n . i r  e  i r rcnnre  f61
the p:r i trd

Transttr to statutorv
r -sen e

B a l a n c e  a s  a t
-11  December  2012

Share Share
capital premium

5,485,008 89,144

__ll!5,0!8 ____8e_Jl4 __s,sll$ _llJJ22e7_

Statutory
reserve

65t,r73

r ,349,t51

__2,099324

Retained
earnings

5,280,066

I  ,6 I  3 ,906

( 1 , 3 4 9 , 1 s 1 )

I  1 ,505,391

1,613,906

Total

5,485,008 89,144 2,000,324 5,544,821 t3,119,297

- 1,671,636

1 6 1 , 3 9 0  ( 1 6 1 , 3 9 0 )

I , 611 ,636

__1,48,0!8 _____8ell4 _JJ'lfl4 _7_,0ssw _Jll2w3

E

M

q

[l

il

{

d

l

l

-

t

L

I

L

;

!-

The statement of changes in equity is to be read in conjunction with the notes to, and forming part of, the
financial statements.
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JSC AB "Bank of China in Kazakhstan"
Notes to the FinancialStotements for the vear ended 3l December 2012

Background
O rganisation and operations

-1.':::: Si.rck Company Affiliate Bank "Bank of China in Kazakhstan" ("the Bank") was established
.,:. ^9 \pril 1993 as "Bank of China in Almaty". On 19 December 1997, the Bank was re-
:egisiered as Close Joint Stock Company Subsidiary Bank "Bank of China in Kazakhstan". On 4
\1... lt',,15. the Bank was re-registered as Joint Stock Company Affiliate Bank "Bank of China in
K;z;khstan".

Ti.r' p.;1111-iaal activities of the Bank are deposit taking and customer accounts maintenance,
i:r-.il:rr: arr,.1 issuing guarantees, cash and settlement operations, and operations with securities and
:cfeigr erchange. The activities of the Bank are regulated by Committee for the Control and
S;pen ision of the Financial Market and Financial Organisations ("the FMSC") of the National
Benk oi the Republic of Kazakhstan (the "NBRK"). The Bank has a banking license No 181
receircd on 31 January 2006 from the FMSC. The Bank is a member of the state deposit
iirsurance svstem in the Republic of Kazakhstan.

Or l-1 December 2008 the Parent Bank obtained the status of banking holding of JSC AB "Bank
t i China in Kazakhstan" from the FMSC. The change in status resulted from amendments to
regulations effective from 23 October 2008, in accordance with which, nonresident banks with
nia,ioritr of capital owned in resident bank of the Republic of Kazakhstan can have status of
bankine holding.

The resistered address of the Bank is 201, Gogol Street, Almaty. The Bank has one branch in
-\lman'and one in Aktobe city.

The average number of people employed during the year was 104 (2011: 94).

The Bank is wholly-owned by the Bank of China Limited (the "Shareholder" or the "Parent
Bank") located in the People's Republic of China, Beijing. The activities of the Bank are closely
linked rvith the requirements of the Shareholder and determination of the pricing of the Bank's
sen'ices to the Shareholder and other related parties is undertaken in conjunction with other
Shareholder banks. Related pafty transactions are detailed in Note 22.

Kazakhstan business environment

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, tax and regulatory frameworks continue development, but are subject to
r.an ins interpretations and frequent changes which together with other legal and fiscal
unpediments contribute to the challenges faced by entities operating in Kazakhstan. The financial
statements reflect management's assessment of the impact of the Kazakhstan business
enviromlent on the operations and the frnancial position of the Bank. The future business
enviromlent may differ from management's assessment.

Basis of preparation

Statement of compliance

The accompanying financial statements are prepared in accordance with International Financial
Reporting Standards (IFRS).

(b )
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JSC AB "Bunk of China in Kszakhstun"
Notes to the Financial Statements for the vear ended 3I December 20I 2

2 Basis of preparation, continued
(b) Basis of measurement

The ilnancial statements are prepared on the historical cost basis.

(c) Functional and presentation currency

Tl-re functional currency of the Bank is the Kazakhstan Tenge (KZT) as, being the national
curreucv of the Republic of Kazakhstan, it reflects the economic substance of the majority of
underlvir-rg events and circumstances relevant to them.

The KZI is also the presentation currency for the purposes of these financial statements.

Financial information presented inKZT is rounded to the nearest thousand.

(d) Use of est imates and judgments

The preparation of financial statments in conformity with IFRS requires management to make
tudirerrents. estimates and assumptions that affect the application of accounting policies and the
reptrrted aurounts of assets, liabilities, income and expenses. Actual results could differ from those
est ln. iates.

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

Inforn-ration about significant areas of estimation uncertainty and critical judgments in applying
accounting policies is described in the Note 1 1 - loan impairment estimates.

Significant accounting policies

The accounting policies set out below are applied consistently to all periods presented in these
financial statements.

Foreign currency

Transactions in foreign currencies are translated to the functional currency of the Bank at
erchange rates at the dates of the transactions. Monetary assets and liabilities denominated in
toreiqn currencies at the reporting date are retranslated to the functional cuffency at the exchange
rate at that date. The foreign cuffency gain or loss on monetary items is the difference between
anlortised cost in the functional currency at the begir-rning of the period, adjusted for effective
rnterest and payments during the period, and the amortised cost in foreign culrency translated at
the erchanse rate at the end of the reporting period. Non-monetary assets and liabilities
denorrinated in foreign currencies that are measured at fair value are retranslated to the functional
currencv at the exchange rate at the date that the fair value is determined. Non-monetary items
that are measured in terms of historical cost in a foreign currency are translated using the
erchanse rate at the date ofthe transaction. Foreign currency differences arising on retranslation
are recognised in profit or loss.

Cash and cash equivalents

Cash and cash equivalents include notes and coins on hand, unrestricted balances (nostro
accounts) held with the NBRK and other banks, and highly liquid financial assets with original
rnaturities of less than three months, which are subject to insignificant risk of changes in their fair
value, and are used by the Bank in the management of short-term commitments. The mandatory
reserve deposit with the NBRK is not considered to be a cash equivalent due to restrictions on its
withdrawability. Cash and cash equivalents are carried at amortised cost in the statement of
financial position.
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JSC AB "Bank of Chins in Kszakhstsn"
Notes to the Financial Statements for the yeor ended 3l December 201 2
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Signifi cant accounting policies, continued

Financial instruments

Classificatiort

Firt,trtc'iol in.stnmtents at fair value through profit or loss are financial assets or liabilities that are:

- acquired or incurred principally for the purpose of selling or repurchasing in the near term

- parl of a portfolio of identified financial instruments that are managed together and for which
there rs evidence of a recent actual pattern of short-term profit-taking

- derir ative financial instruments (except for derivative financial instruments that are
designated and effective hedging instruments) or,

- upon initial recognition, designated as at fair value through profit or loss.

Tlie Bank designates financial assets and liabilities at fair value through profit or loss where
elther:

- the assets or liabilities are managed, evaluated and reported internally on a fair value basis

- the designation eliminates or significantly reduces an accounting mismatch which would
otheni ' ise ar ise or,

- tlte asset or liability contains an embedded derivative that significantly modihes the cash
flori's that would otherwise be required under the contract.

N{anasement determines the appropriate classification of financial instruments in this category at
the time of the initial recognition. Derivative financial instruments and financial instruments
designated as at fair value through profit or loss upon initial recognition are not reclassified out of
at fair value through profit or loss category. Financial assets that would have met the definition of
loan and receivables may be reclassified out of the fair value through profit or loss or available-
for-sale category if the entity has an intention and ability to hold it for the foreseeble future or
until maturity. Other financial instruments may be reclassified out of the fair value through profit
or loss category only in rare circumstances. Rare circumstances arise from a single event that is
unusual and highly unlikely to recur in the near term.

Loarts ctrtcl receivctbles are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market, other than those that the Bank:

- intends to sell immediately or in the near term

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

- upon initial recognition designates as available-for-sale or,

- may not recover substantially all of its initial investment, other than because of credit
deterioration.

Held-to-ntoturity investments are non-derivative financial assets with fixed or determinable
pavments and fixed maturity that the Bank has the positive intention and ability to hold to
maturity, other than those that:

- the Bank upon initial recognition designates as at fair value through profit or loss

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

- meet the definition of loans and receivables.

3
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JSC AB "Bank of China in Kazakhstan"
Notes to the Financial Statements for the vear ended 3l December 20I2

Significant accounting policies, continued

Fin ancial instruments, continued

C I a s sifi c ati o n, continue d

.1,. ttlulrle-fbr-sale financial assets are those non-derivative financial assets that are designated as
arailable-for-sale or are not classified as loans and receivables, held-to-maturity investments or
:-irancial instruments at fair value throush nrofit or loss.

Recogtritiorr

Firtancral assets and liabilities are recognised in the statement of financial position when the Bank
be.t nres a part,v to the contractual provisions of the instrument. All regular way purchases of
;lrencial assets are accounted for at the settlement date.

( i i i )  - l leasurement

.\ tlnancial asset or liability is initially measured at its fair value plus, in the case of a financial
tSSr't trr liabilitl 'not at fair value through profit or loss, transaction costs that are directly
:r:nbutable to the acquisition or issue of the financial asset or liability.

Sub.ecr.rent to initial recognition, financial assets, including derivatives that are assets, are
n:easured at their fair values, without any deduction for transaction costs that may be incurred on
saic' trr other disposal, except for:

- loans and receivables which are measured at amortised cost usins the effective interest
nlcthoc

- held-to-maturity investments that are measured at amortised cost using the effective
interest rnethod

- rnvestments in equity instruments that do not have a quoted market price in an active
nrarket and whose fair value can not be reliably measured which are measured at cost.

-\ll financial liabilities, other than those designated at fair value through profit or loss and
tlnancial liabilities that arise when a transfer of a financial asset carried at fair value does not
qualifi for derecognition, are measured at amortised cost.

(it 't Amortised cost

The arnortised cost of a financial asset or liability is the amount at which the financial asset or
liabrlitr is rneasured at initial recognition. minus principal repayments, plus or minus the
cunrulative amortisation using the effective interest method of any difference between the initial
anrount recosnised and the maturity amount, minus any reduction for impairment. Premiums and
Crsctrunts. including initial transaction costs, are included in the carrying amount of the related
instrunrent and amortised based on the effective interest rate of the instrument.

Fair value meosurement principles

Farr r alue is the amount for which an asset could be exchanged, or a liability settled, between
klori'ledgeable, willing parties in an arms's length transaction on the measurement date.

\\'hen available, the Bank measures the fair value of an instrument using quoted prices in an
actir,'e market for that instrument. A market is regarded as active if quoted prices are readily and
reeularly available and represent actual and regularly occurring market transactions on an arm's
length basis.
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JSC AB "Bank of Chittu in Kazakhstan"
Notes to the Financial Statements for the vear ended 3 I Decentber 201 2

3 Significant accounting policies, continued
(c I  Financial  instruments. cont inued

/r') Fair ralue nreasurement principles, continued

Ii a nrarket for a financial instrument is not active, the Bank establishes fair value using a
r;,uatitrn technique. Valuation techniques include using recent arm's length transactions between
.gl..u ledgeable, willing parties (if available), reference to the current fair value of other
lnslrunrents that are substantially the same, discounted cash flow analyses and option pricing
lrcCels. The chosen valuation technique makes maximum use of market inputs, relies as little as
pLrSSLble on estimates specific to the Bank, incorporates all factors that market participants would
.rrlsider in setting a price, and is consistent with accepted economic methodologies for pricing
:-ll:ncr:l instruments. Inputs to valuation techniques reasonably represent market expectations and
n-;suf es rrf the risk-return factors inherent in the financial instrument.

Ti.e r.esl er rdence of the fair value of a financial instrument at initial recognition is the transaction
'.r:i.e. 1..,. the fair 

"'alue 
of the consideration given or received, unless the fair value of that

ins:rument is er"idenced by comparison with other observable current market transactions in the
s;-,nte iristrument (i.e., without modification or repackaging) or based on a valuation technique
u i1qr53 r ariables include only data from observable markets. When transaction price provides the
br'st e\ rdence of fair value at initial recognition, the financial instrument is initially measured at
the transaction price and any difference between this price and the value initially obtained from a
valuatton model is subsequently recognised in profit or loss on an appropriate basis over the life
of the instrument but not later than when the valuation is supported wholly by observable market
data t r the transaction is closed out.

-\ssets and lons positions are measured at a bid price; liabilities and short positions are measured
a: art askrns price. Where the Bank has positions with offsetting risks, mid-market prices are used
it-, n€3Sire the offsetting risk positions and a bid or asking price adjustment is applied only to the
i.ei rrpL-n prrsition as appropriate. Fair values reflect the credit risk of the instrument and include
.1.'us:nrents to take account of the credit risk of the Bank and the counterparty where appropriate.
F;r: 

" 
a-ue estimates obtained from models are adjusted for any other factors, such as liquidity risk

tri n-.rrdil uncertainties, to the extent that the Bank believes a third-party market participant would
::se :len.r into account in pricing a transaction.

(r'i1 Gains snd losses on subsequent measurement

-\ gain or loss arising from a change in the fair value of a financial asset or liability is recognised
as  to l lou 's :

- a sair.i or loss on a financial instrument classified as at fair value through profit or loss is
recosnised in profit or loss

- a gain or loss on an available-for-sale financial asset is recognised as other comprehensive
rr.rct,r.ne in equity (except for impairment losses and foreign exchange gains and losses on debt
tliancial instruments available-for-sale) until the asset is derecognised, at which time the
cumulative gain or loss previously recognised in equity is recognised in profit or loss. Interest in
relation to an available-for-sale financial asset is recognised in profit or loss using the effective
interest method.

For financial assets and liabilities carried at amortised cost, a gain or loss is recognised in profit or
loss n'hen the financial asset or liability is derecognised or impaired, and through the amortisation
Drocess.
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JSC AB "Bank of China in Kaz,akhstan"
Notes to the Financial Statements for the vear ended 3l December 2012

Significant accounting policies, continued

Financial instruments. continued

(r'i i) Derecognition

The Bank derecognises a financial asset when the contractual rights to the cash flows from the
ilnancial asset expire, or when it transfers the financial asset in a transaction in which
substantially all the risks and rewards of ownership of the financial asset are transferred or in
u hich the Bank neither transfers nor retains substantially all the risks and rewards of ownership
and it does not retain control of the financial asset. Any interest intransferred financial assets that
qualrt_r lbr derecognition that is created or retained by the Bank is recognised as a separate asset
r',r lrabilin' in the statement of financial position. The Bank derecognises a financial liability when
its contractual obligations are discharged or cancelled or expire.

The Bank enters into transactions whereby it transfers assets recognised on its statement of
thancral position, but retains either all risks and rewards of the transferred assets or a porlion of
:henr. Ii all or substantially all risks and rewards are retained, then the transferred assets are not
derectrgni sed.

In transactions s'here the Bank neither retains nor transfers substantially all the risks and rewards
trf ou trership of a financial asset, it derecognises the asset ifcontrol over the asset is lost.

ln transt'ers u'here control over the asset is retained, the Bank continues to recognise the asset to
the ertent of its continuing involvement, determined by the extent to which it is exposed to
chanses in the value ofthe transferred assets.

The Bank u'rites off assets deemed to be uncollectible.

(r'iii) Repurchase and reverse repurchase sgreements

Securities sold under sale and repurchase (repo) agreements are accounted for as secured
tinancing transactions, with the securities retained in the statement of financial position and the
!-ounterpafi\' liability included in amounts payable under repo transactions within deposits and
balances tiom banks or current accounts and deposits from customers, as appropriate. The
dif-terence betu'een the sale and repurchase prices represents interest expense and is recognised in
prot-rt or loss over the term of the repo agreement using the effective interest method.

Securities purchased under agreements to resell (reverse repo) are recorded as amounts receivable
under reverse repo transactions within loans and advances to banks or loans to customers, as
appropriate. The difference between the purchase and resale prices represents interest income and
ts recosnised in profit or loss over the term of the repo agreement using the effective interest
nrethod.

If assets purchased under an agreement to resell are sold to third parties, the obligation to retum
securities is recorded as a trading liabilitv and measured at fair value.

ftx) Offsetting

Financial assets and liabilities are offset and the net amount reported in the statement of financial
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 and equipment

Owned assets

Items of property and equipment are stated at cost less accumulated depreciation and impairment
losses.

Where an item of property and equipment comprises major components having different useful
lives, they are accounted for as separate items of property and equipment.
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JSC AB "Bank of China in Kazakhstan"
Notes to the Financial Stotements for the vear ended 3I December 20I 2

3 Significant accounting policies, continued
(d) Propertl' and equipment, continued

(ii) Depreciatiorr

Depreciation is charged to profit or loss on a straight-line basis over the estimated useful lives of
the individual assets. Depreciation commences on the date of acquisition or, in respect of
intenrallv constructed assets, from the time an asset is completed and ready for use. Land is not
depreciated. The estimated useful lives are as follows:

50 years;
4 to 5 years;

7 years;
15 years;

5 to 15 years.

Intangible assets

\cquired rntansible assets are stated at cost less accumulated amortisation and impainnent losses.

.\cquired coll-]puter software licenses are capitalised on the basis of the costs incurred to acquire
and bnng to use the specific software.

Amonisatior-r 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 years.

Impairment

Financial c.s.rer.s carried ut amortised cost

Financial assets carried at amortised cost consist principally of cash equivalents, loans, held-to-
n.iarurin securities and other receivables (loans and receivables). The Bank reviews its loans and
receir ables to assess impairment on a regular basis. A loan or receivable is impaired and
rntparnnent losses are incurred if, and only if, there is objective evidence of impairment as a result
oa rrt'ie or ntore e\.ents that occurred 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
reirably est imated.

Obrective er-idence that financial assets are impaired can include default or delinquency by a
bran Lr\\'er. breach of loan covenants or conditions, restructuring of a loan or advance on terms that
rhe Bank ri'ould not otherwise consider, indications that a borrower or issuer will enter
banliruptcl'. the disappearanbe of an active market for a security, deterioration in the value of
c.rllareral. or other observable data relating to a group of assets such as adverse changes in the
pa\ ntent status of borrowers in the group, or economic conditions that correlate with defaults in
the group.

The Banli first assesses whether objective evidence of impairment exists individually for loans
and receivables that are individually significant, and individually or collectively for loans and
receivables that are not individually significant. If the Bank determines that no objective evidence
of tmpairment exists for an individually assessed loan or receivable, whether significant or not, it
includes the loan in a group of loans and receivables with similar credit risk characteristics and
collectively assesses them for impairment. Loans and receivables that are individually assessed
for impairment and for which an impairment loss is or continues to be recognised are not included
in a collective assessment of imoairment.

- buildings
- computers
- furniture
- r ehicles
- other
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Significant accounting policies, continued

Impairment, continued

Financial asseLs carried at amortised cost, continued

If there is objective evidence that an impairment loss on a loan or receivable has been incurred,
the amount of the loss is measured as the difference between the carrying amount of the loan or
receir able and the present value of estimated future cash flows including amounts recoverable
titrll euarantees and collateral discounted at the loan or receivable's original effective interest
rate. Contractual cash flows and historical loss experience adjusted on the basis of relevant
trbsen'able data that reflect current economic conditions provide the basis for estimating expected
cash t lo\ \ 's.

Iri sonte cases the observable data required to estimate the amount of an impairment loss on a loan
rrr recei\ able nray be limited or no longer fully relevant to current circumstances. This may be the
casL- \\ l.ren a borror.ver is in financial difficulties and there is little available historical data relating
to sin-rilar borrou'ers. In such cases, the Bank uses its experience and judgement to estimate the
anrount of anf irnpairment loss.

,\il inrpaimrent losses in respect of loans and receivables are recognised in profit or loss and are
onlv reversed if a subsequent increase in recoverable amount can be related objectively to an
event occurring after the impairment loss was recognised.

\\'hen a loan is uncollectable, it is written off against the related allowance for loan impairment.
The Bank s'rites off a loan balance (and any related allowances for loan losses) when
ntanagenrent detennines that the loans are uncollectible and when all necessary steps to collect the
loan are con-rpleted.

.\'o tt .fi n a n c i sl assets

Other non tlnancial assets, other than deferred taxes, are assessed at each reporting date for any
lltcl.allrrns of impairment. The recoverable amount of non financial assets is the greater of their
larr r alue less costs to sell and value in use. In assessing value in use, the estimated future cash
ilrru s arc discounted to their present value using a pre-tax discount rate that reflects current
rtrarket assessments of the time value of money and the risks specific to the asset. For an asset that
i,.riS ntrt generate cash inflows largely independent of those from other assets, the recoverable
.r'rrr.;rt is detennined for the cash-generating unit to which the asset belongs. An impairment loss
ls re.(rsltised u'hen the carrying amount of an asset or its cash-generating unit exceeds its
r-ec rr\ erab I e arnount.

.\ll rnrparnnent losses in respect of non financial assets are recognised in profit or loss and
rer ersed onlr. if there has been a change in the estimates used to determine the recoverable
.tn,rrunt. -\nf impairment loss reversed is only reversed to the extent that the asset's carrying
alllrrunt does not exceed the carrying amount that would have been determined, net of
depreciation or amortisation, if no impairment loss had been recognised.

Credit related commitments

In the normal course of business, the Bank enters into credit related commitments, comprising
undrau'n loan commitments, letters of credit and guarantees, and provides other forms of credit
insurance.

Frnancial guarantees are contracts that require the Bank to make specified payments to reimburse
the holder for a loss it incurs because a specified debtor fails to make payment when due in
accordance with the terms of a debt instrument.
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JSC AB "Bank of Chirtu in Kazakhstan"
Notes to the Finoncial Statements for the vear ended 3 I December 201 2

Credit related commitments, continued

.\ tlnancial guarantee liability is recognised initially ar fair value net of associated transaction
Cr'rStS. ard is measured subsequently at the higher of the amount initially recognised less
cuntulative amortisation or the amount of provision for losses under the guarantee. Provisions for
irrsses under financial guarantees and other credit related commitments are recognised when
irrSSrS are considered probable and can be measured reliably.

Financral guarantee liabilities and provisions for other credit related commitment are included in
r. t i rer l iabi l i t ies.

Loan conrmitments are not recognised, except for the following:

- loart crrnu.uitments that the Bank designates as financial liabilities at fair value through profit or
t - - -

- iithe Bank has a past practice of selling the assets resulting from its loan commitments shortly
;ller rrriginatiou. then the loan commitments in the same class are treated as derivative
I l s lnu len ts

- io&n Ct'rn.ln-Litments that can be settled net in cash or by delivering or issuing another financial
i lSI  ru l - l lL ' l l l

- cornnntrrents to provide a loan at a below-market interest rate.

Share  cap i ta l

Ordirtan' shares

Ordinan' shares are classified as equity. lncremental costs directly attributable to the issue of
rrrdinan shares and share options are recognised as a deduction from equity, net of any tax
r- iteci s .
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Dividends

T::e abi l rn of the Bank
K;zakhstan legislat ion.

D: i ;dends in relat ion to
' : -  -  r . - , , - . 1  . ,  l . - , .  t L ^ . ,  .. . . .  - - ' - l  i ( r L t  \ \  l l g l l  t l l g y  a f e

to declare and pay dividends is subject to the rules and regulations of

ordinary shares are reflected as an appropriation of retained earnings in
declared.

t i )  T a r a t i o n

l;rJt-,tre tar comprises current and deferred tax. Income tax is recognised in profit or loss except to
lhe ertetrt that it relates to items of other comprehensive income or transactions with shareholders
recognised directly in equity, in which case it is recognised within other comprehensive income or
drrecr l l  r i  i th in equity.

Current tax expense is the expected tax payable on the taxable income for the year, using tax rates
ettacted or substantially enacted at the reporting date, and any adjustment to tax payable in respect
of prer-ious years.

Deferred tax is recognised in respect of temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for taxation purposes.
Deferred tax is not recognised on the initial recognition of assets or liabilities that affect neither
accounting nor taxable profit. Deferred tax is measured at the tax rates that are expected to be
applied to the temporary differences when they reverse, based on the laws that have been enacted
or substantively enacted by the reporting date.
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Significant accounting policies, continued

Taration, continued

-\ def-ened tax asset is recognised only to the extent that it is probable that future taxable profits
u rll be available against which the temporary differences, unused tax losses and credits can be
utilised. Deferred tax assets are reduced to the extent that it is no longer probable that the related
tar benefit ri i l l be realised.

Income and expense recognition

Ir',:erest income and expense are recognised in profit or loss using the effective interest method.

L,.;'n t',rigination fees, loan servicing fees and other fees that are considered to be integral to the
tr" erall profitability of a loan, together with the related transaction costs, are deferred and
;ir.nised to interest income over the estimated life of the financial instrument usins the effective
i l l i r ' ic-St rt lethod.

t-)::re: iees. conrmissions and other income and expense items are recognised in profit or loss
1 '* :rc:'. :i'.c ct,rresponding service is orovided.

P;r r:ents made under operating leases are recognised in profit or loss on a straight-line basis over
::r: :enr trf the lease. Lease incentives received are recognised as an integral part of the total lease
e \linSc-. rrver the tenl of the lease.

\err standards and interpretations not yet adopted

,\ :.;::r:e r tri neu' Standards, amendments to standards and interpretations are not yet effective as
:: -1^ Dc-cenrber 2012, and are not applied in preparing these financial statements. Of these
riii.c-rs-enrents. potentially the following will have an impact on the financial position and
::::,r:-l:',i nce. Tl'e Bank plans to adopt these pronouncements when they become effective.

. IFRS 9 Firtcrrtciul Instruments will be effective for annual periods beginning on or after 1
,r::r-r-rn lt,)1 5. The new standard is to be issued in phases and is intended ultimately to replace
I:-.:enrational Financial Reporting Standard IAS 39 Financial Instruments: Recognition ctnd
.r,,'... ' 'r/r'. '/ridrrt. The first phase of IFRS 9 was issued in November 2009 and relates to the
,'-"sslt-rcation and measurement of financial assets. The second phase regarding classification
.,;'.i. nreasurement of financial liabilities was published in October 2010. The remaining parts
,.': :i.e standard are expected to be issued during 2013. The Bank recognises that the new
s ;.lu:rd rntroduces many changes to the accounting for financial instruments and is likely to
l::i e a sisnificant impact on the Bank's ftnancial statements. The impact of these changes will
:e enalrsed during the course ofthe project as furtherphases ofthe standard are issued. The
B:rk does not intend to adopt this standard early.

o IFRS I3 Fuir Valtte Meesurement will be effective for annual periods beginning on or after I
Januan 1013. The new standard replaces the fair value measurement guidance contained in
lndrr rdual IFRSs with a single source of fair value measurement guidance. It provides a
rerised definition of fair value, establishes a framework for measuring fair value and sets out
disclosure requirements for fair value measurements. IFRS 13 does not introduce new
requirements to measure assets or liabilities at fair value, nor does it eliminate the
practicability exceptions to fair value measurement that currently exist in certain standards.
The standard is applied prospectively with early adoption permitted. Comparative disclosure
rntbrmation is not required for periods before the date of initial application.

o .\nrendments to IFRS 7 Financial Instruments: Disclosures - Offsetting Financial Assets and
Fittanciul Liabilities contain new disclosure requirements for financial assets and liabilities
that are offset in the statement of financial position or subject to master netting arrangements
or sirnilar agreements. The amendments are effective for annual periods beginning on or after
1 January 2013, and are to be applied retrospectively.
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Significant accounting policies, continued

\en standards and interpretations not yet adopted, continued

. Anrendment to IAS I Presentation of Financial Statements: Presentcttion of Itents of Other
Contprehensive Income. The amendment requires that an entity present separately items of
other comprehensive income that may be reclassified to profit or loss in the future from those
that u'ill never be reclassified to profit or loss. Additionally, the amendment changes the title
of the statement of comprehensive income to statement of profit or loss and other
comprehensive income. However, the use of other titles is permitted. The amendment shall be
applied retrospectively from I July 2012 and early adoption is permitted.

. .\rrrendments to IAS 32 Financial Instruments: Presentation - Offsetting Financial Assets and
Firtttnc'iul Liabilities do not introduce new rules for offsetting financial assets and liabilities;
rather they clarify the offsetting criteria to address inconsistencies in their application. The
.-\mendments specif, that an entity currently has a legally enforceable right to set-off if that
right is r-rot contingent on a future event; and enforceable both in the normal course of business
and in the event of default, insolvency orbankruptcy of the entity and all counterparties. The
arnerrdrrents are effective for annual periods beginning on or after 1 January 2074, and are to
hc eppl ied relrospect ively.

o Various Intprovements to IFRSs have been dealt with on a standard-by-standard basis. All
:ulendnrents. rvhich result in accounting changes for presentation, recognition or measurement
r'.irTrrses. u ill come into effect not earlier than I January 2013. The Bank has not yet analysed
ihe lrkelr inipact of the improvements on its financial position or performance.

\et interest income
:5 2012

KZT'OOO
20rr

KZT'OOO

I n te res t  i ncome

H :. :-t..-rnaturitv investments

Lt-,l l i  t i  aUStLrmefs

C.isr ,rnd , 'ash equi'u'alents:
- Due lirrnr the National Bank of the Republic of Kazakhstan -

ie:rsrt. uith original maturit ies of less than three months
- Plr,-enrents ri ' i th banks nostro accounts

Interest  erpense

Current accounts and deposits from customers

D:-p.sits and balances from banks

Fee and commission income

.\gency servlces

Settlement

Cash withdrawal

Guarantee and letter ofcredit issuance

Client account maintenance

Other

743,736

(53,954)
(s7)

________68eJ2s

624,583

( 1 7,836)

606,747

2012
KZT'OOO

20tl
KZT'OOO

1,064,048
1 1 q  q 4 1

4t,906
9,7 54
7,170

29.113 19.823

1,561,287 1,483,242

149,520
430,956

127,342
3 5 , 9 1 8

253,211
301,194

54,885
1 5 ? Q ?

1,053,335
365,788
76,362
)q o9.4

7,605
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JSC AB "Bank of China in Kazakhstan"
Notes to the Financial Statements for the vear ended 3l December 20l2

Fee and commission income, continued

During the year ended 3l December 2012, fee income for agency services in the amount of
KZT 915.579 thousand (2011: KZT 992,617 thousand) relate to commissions earned by the Bank
tbr actine as an agent for loans issued by the Bank of China Cayman Islands. The Bank provides
sen ices for administration of loans issued to corporate customers, which are residents of the
Republic of Kazakhstan. The Bank does not bear any credit risk related to loans issued by Bank of
Cjlna Carrnan Islands. Accordingly, related loans are not recognised in the Bank's financial
s:3: er.nent s.

Fee and commission expensefii
3

4

{

;

2012
KZT'OOO

20tl
KZT'OOO

I 1,045
10,965
8 , 1 2 7
l ,990

205

10,682
7,421
4,641
) 65R

227
) 4R7r t : : a :

\et foreign exchange income

, \  3:  - l f  ln  
"11 

Sprr t  t IanSaCt lOns

C'::-. : i . 'nr reraluation of f inancial assets and liabil i t ies

Ceneral administrative expenses

E nr: i.. r'ee c rrrnpensation

f inmunLcations and information services

Delre;r lron and amort isat ion

T:re: tr ther than on income

R:.palrs and maintenance

-S e.-uri tr '

Pr.rtessronal services

TraleL erpenses

Rent expenses

Representation expenses

Transportat ion expenses

.\dr ert ising and marketing

Other

__32-12_

2012
KZT'OOO

28,112

20tl
KZT'OOO

496,',726 467.103
1.7 32 6.994

499,459

2012
KZT'OOO

474,097

20tl
KZT'OOO

5

g

)qa 67'7

90,765
71,321
6',7,038
40,3',72
3 5 , 5 8 1
1 8 , 5 1  I
17,270
8,986
6,228
1,980

518
21.125

276,262
83,964
50,320
43,808
35,481
3r,r02
1 5 , 0 1 0

20,869

8 ,986
l a  o ? 5

2,363

694

5

b

f

I
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3 .419

________6853e2-- 592.209
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JSC AB "Bank of China in Kaxakhstan"
Notes to the Financial Stalenents for the veor ended 3I December 2012

Income tax expense

Current tax expense
Current lear
Or er provided in prior years

Deferred tax expense
Rer ersal of temporary differences

Total income tax expense

In ltll l. the applicable tax rate for current and deferred tax

Reconcil iation of effective tax rate:

2012
KZT'OOO

2012
KZT'OOO

20tl
KZT'OOO

385,573
(26,se7)
358,976

a  I  a a
z r L ) )

361.109

is 20oh (2011:20%).

20ll
,h KZT'OOO

314,391
(40,081)
334,310

(1,392)

________$?pt!_

Prof i t  before taxes
I -  i l t r r '  , \  r t  t h e  r r r n l i e g b l g  t a X  f a t e

\ . .r- tarable income from government
:a - -Ur l t1eS

\.-n- de Ju.- table costs
a .  - .  6 r . ,  i . - t . , 1  i -  ^ . i ^ .  .'  '  ,  J .  i  .  r '  ,  IUCU l i l  l , , l  l u l  _ \ 'ea fs

NZT'(}()O
Pr.r! ,env and equipment

Other  l iab i l i t ies

KZT'OOO
Property and equipment
Other liabilities

____2[12]15_
406,549

( r6 ,2s4)
(2,589)

(26,597)

____lqu!e

Balance
1 January 2012

)  05)

3.t42

_____-_____5;24

Balance
I January 2011

______l!9__ _J915,821-
20.00 389.365

(0.80)
0 . l 3

( 1 . 3 1 )

17.76

(s0,642)
34,276

(40,081)

_____!t2p18

r00
20.00

(2.60)
1 . 1 6

(2.06)

17.10

Balance
31 December

2012

Deferred tar assets and liabilities

Te;l'lr..ran differences between the carrying amounts of assets and liabilities for financial
r:cr'rir'rr purposes and the amounts used for taxation purposes give rise to net deferred tax assets
Jrs 3: -:1 December 2012 and 2011. These deferred tax assets have been recognised in these
:-r:r.-.:-^;ra. statenrents. The future tax benefits will only be realised if profits will be available
3rlrns: u hich the unused tax losses can be utilised and there are no changes to the law and
reg;.atio:rs that adversely affect the Bank's ability to claim the deductions in future periods.
Ti.ese tiiture tar benefits are not recognised due to uncertainties concerning their realisation.

T;-.e ,iedu.-tible tenrporary difference do not expire under current tax legislation.

\liricnrcnts in temporary differences during the years ended 31 Decernber 2012 and 2011 are
F: r 'SCI l te  d  as  fb l lou-s :

Recognised
in profit

or loss
(1,629)

(s04)

_____________@l!o

Recognised
in profit

or loss

423
2.638

____________1,0!t_

Balance
31 December

20rr
2,521 (46e) ) 05)

1 . 2 8 1 1 . 8 6 1 3.142

________1,8q2_ _________J322_ ___________1J94
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JSC AB "Bank of China in Kuzakhstsn"
Notes to the Financial Stotements for the year ended 3 I December 20I 2

l0 Cash and cash equivalents

Cash on hand

Due titrrn the the National Bank of the Republic of Kazakhstan
- \ostrLr account
- Term deposits with original maturities of less than three

nl rr llths

Pla.-ements rr ith banks - nostro accounts
-  : : : : J  . \ -  t o  A
-  l l t r i  f i ted

Loans to corporate customers
I  : r . .  l , '  l . r r r ' e  i o m o r a f  e s

L : r . .  I . .  .nra l l  and nredium s ize companies
Tota l  conrmerc ia l  loans

Loans to indiv iduals
\1:n.,:a_!te lrrans
C ! 'n :unter  loans

Tota l  loans to indiv iduals

2012
KZT'OOO

20tl
KZT'OOO

I

f

l

J

l

309,808

)5 4'77 0,41

9,000,625

10,346,998
59,627

263,328

t6,195,549

1  1 , 0 0 1 , 1 8 1

t7 ,681,256
724

\1:nlett-rv resen.e requirements with the National Bank of the
Rer ib l r . ' r . f  Kazakhstan (1,282,719) (1,166,306)

*$rl* ____4p8fi,
Tl-e er..r e table rs based on the credit ratings assigned by Standard&Poor's or other agencies
J -.1-.'. r-red rnto b1, Standard&Poor's scale.

L-:;e: Kazakhstan legislation, the Bank is required to maintain certain obligatory reserves, which
.rre J.riruuted as percentage of certain liabilities of the Bank. The mandatory reserve requirements
',ir:i-.:l '.e \ational Bank of the Republic of Kazakhstan are not considered to be cash equivalents
-trr r*r-JrrS€ of the cash flow statement due to restrictions on its withdrawability.

\trli tri the cash eqtrivalents are impaired or past due.

Signif i  cant credit  exposures

.'\s i.-: -:1 Dece'uber 2012 and 2011 the Bank has two banks, whose balances exceed 10% of total
er.:r:\. 

'fhe 
gross value of these balances as at 3l December 2012 and 2011 amounted to

KZ T -1 I . 
- 

1 
-. 

I 5,r thousand and KZT 44.1 3 4.5 46 thousand. respectivelv.

I  I  Loans to customers

2012
KZT'OOO

20rr
KZT'OOO

( a t

'<
1{

;:lry

, - l
lJ

1{

.{
IJ

. I
3

!l

:l:/

11,403,663 1,402,246
1.952.029 2.158.927

13.355.692 4.16r.173

340,592 I  O , J  Z )

123,287r94.067
534,659 199,610

______!,q9qJ5_1 ______13!9J83

Credit qualit;- of loan portfolio

"\s at 3l December 2012 and 20ll all loans to customers are neither past due nor impaired.No
collective provision was recognised in respect of loans to customers as all possible risks have
been considered in individual impairment test and the Bank does not have history of losses on
loans issued to customers. Accordingly, no impairment is provided.

Change in estimates could affect the loan impairment provision. For example, to the extent that
the net present value of the estimated cash flows differs by minus one percent, the impairment
allowance on loans to customers as at 3l December 2012 would beKZT 138,904 thousand higher
(31 December 2010: KZT 43,608 thousand).

5
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JSC AB "Bank of China in Kazakhstan"
Notes to the Financial Statements for the vear ended 3 I December 201 2

Loans to customers, continued

"\na11'sis of collateral and other credit enhancements

Loatts to corporste customers

The lollou'ing tables provides information on collateral and other credit enhancements securing
loans tr- ' corporate customers by types of collateral:

( b )

u)

Fair value of
Loans to collateral

customers, - for collateral
carrying assessed as of
amount reporting date

Fair value of
collateral

- for collateral Fair value
assessed as of of collateral

loan not
inception date determined

)  9 , \ 6 ' 7 6 5

q  n n l  1 7 5

I  s l {  < < t

I  ,084,9 15 1 , 7 5 1 , 8 5 0

q  0 0 1  1 7 5

13,355,692 I  ,084,9 l5 I ,751 ,850 10,518,927

13.355.692 1.084.915 1,751,850 10.s18.927

Loans to
customers,
carrying
amount

Fair value of
collateral

- for collateral
assessed as of
reporting date

Fair value of
collateral

- for collateral
assessed as of

loan
inception date

Fair value
of collateral

not
determined

3 l  December  20 l  l
KZT'O|]O

Li,. i :r :  ' ! \ ' r thrrut individual signs of
: l :: r lITI]enI

R. : r . : s t . : t e

\. '  --..1l;teral or other credit
3alt ln.- 3n t3nt

Trr l i l  l t r i f lS $ithout individual signs
o i  rmpa i rment

Total loans to corporate customers

?  6 1 0  q q 5

I  ,530,I  78

l ,27g,4gg 1,352,496

I ,530,178

4,161,173 1,278,499 1,352,496 1,530,178

4,161,173 1,278,499 1,352,496 1,530,178

The tables above are presented on the basis ofexcluding overcollaterabzalion.

The recoverability of loans which are neither past due nor impaired is primarily dependent on the
creditu'orthiness of the borrowers rather than the value of collateral, and the Bank does not
necessarily update the valuation ofcollateral as at each reporting date.
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JSC AB "Bank of China in Kazakhstan"
Notes to the Financial Statements for the vear ended 3 I December 20I 2

Loans to customers, continued

-\nalvsis of collateral and other credit enhancements, continued

Loans to individuals

Loans to individuals are secured by housing real estate. The Bank's policy is to issue mortgage
Ioans u ith a loan-to-value ratio of a maximum of 80%.

The tbllou'ing tables provides information on real estate collateral securing loans to individuals,
lr-i t 'ri impairment:

Fair value of
Fair value of collateral

Loans to collateral - for collateral Fair value
customers, - for collateral assessed as of of collateral
carrying assessed as of loan not
amount reporting date inception date determined

534,659 138,179 393,  I  80 3,300

534,659 138,179 393,r80 3,300

( i i )

- l l  Decen rbe r  2012
KZT 'OOO

\ :  . - ' .er lue loans

Tota l  nror tgage loans

- 1  I  D e c e n r b e r  2 0 1 1
K Z T ' l l l l { )

\  - :  - - - .  e : iu :  l . .an :

T o t a l  m o r t g a g e  l o a n s

Industr)
\  { ^ - , , c ^ ^ . , , - : - ^- r t d r r u r o !  L u l  l t t l i

Trade

Loans to individuals

Construction

Loans to
customers,
carrying
amount

Fair value of
collateral

- for collateral
assessed as of
reporting date

Fair value of
collateral

- for collateral
assessed as of

loan
inception date

Fair value
of collateral

not
determined

199,610 18,682 t20.928

120,928

T:: ::.:,e abrrve is presented on the basis of excluding overcollateralization.

F,..: cenein loens to indir.iduals the Bank updates the appraised values of collateral obtained at
.:JirilLrr r-,f the loan to the curent values considering the approximate changes in property
'..,.-cs The Bank may also obtain a specific individual valuation of collateral at each reporting
i::e u here there are indications of impairment. For the remaining loans to individuals the fair
''.^':e oi collateral u'as estimated at inception of the loans and was not adjusted for subsequent
;l;lges Io the reporting date.

(c) Industrl and geographical analysis of the loan portfolio

LtrrnS tLr customers were issued to customers located within the Republic of Kazakhstan. who
operate in the following economic sectors:

199,610 78,682

2012
KZT'OOO

20ll
KZT'OOO

1,30',7 ,572
2 1 6 , 5 8 5
800,217
199,610

1,836,139

_____lJ,82qJfl ______l;!!f83_

I  O  q s q  ? q 1

1,063,648
R 5 R  ? 5 5

534,659
414,396

f
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JSC AB "Bank of China in Kazakhstan"
Notes to the Financiol Statements for the vear ended 3I December 2012

I I Loans to customers, continued
(d) Signif icant credit  exposures

.\s at -1 I December 2012 the Bank had one borrower (201 I : none), whose loan balances exceed
1000 of equity. The gross value of these loans as at 31 December 2012 areKZT 9,003,375
thousand (201 1 :  n i l ) .

(e) Loan matur i t ies

The nraturitl' of the loan portfolio is presented in Note 18, which shows the remaining period from
the reporting date to the contractual maturity of the loans. Due to the short-term nature of the
Irrans issued by the Bank, it is likely that many of the loans will be prolonged at maturity.
.\cct rdinch'. the effective maturity of the loan portfolio may be significantly longer than the term
l..ased on contractual terms.

I I Held-to-maturitv investments

2012
KZT'OOO

20ll
KZT'OOO

I:::.:r orl ls of the Ministry of Finance of the Republic of
i::"kh s:.rn
3--:. j. r..ued br the National Bank of the Republic of
K:- : - rk l : . : rn 808.039

___ __1,qq5J98 _______&51l,sq
\r::: ri:ire held-to-maturity investments are impaired or past due.

qq7 '75q 3,049,386

5,464,181
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JSC AB "Bank ofChina in Kszakhstan"
Notes to the Financial Statements for the year ended 3 I Decentber 201 2

l1 Other assets

.\'ot inrpaired or past due
Re;eivables on agency servlces
Total other financial assets
P r :prr r ients
\ l : : : r ia ls  and suppl ies
( ) : i - . 3 f

Total other non-financial assets

.\. ai 11 December 2012 and 2011 the Bank had
C l r - , . \ .

\rre oi other assets are impaired or past due.

Deposits and balances from banks

"  

- -  : ' . :  - -  . l - ' : ! - U I l t S

l : : : : :  : . -p . l . t t s

10,476 165.18r

_u,83s **_*___Jl!,698
debtors, whose balances exceed l0% of

2012
KZT'OOO

20tl
KZT'OOO

7 1  ? S A

?1Js'
7,389
2 ,591

506

I 5,5r7
75,517

161,706
?  q 5 5

520

l 5

2012
KZT'OOO

20tl
KZT'OOO

963,143
75,370

______1,0i!f13 ___J2t,327
the Bank had no banks, whose balances exceed l0% ofequity.

t28,327

l 6

1 >  - l

Current accounts and deposits from customers

C -:r:n: .iJu'trLlfltS and demand deposits
-  R : : : r l
- C ,: :;.-r:te
Te:nr  J :posr ts
-  R r t r i l
- C-r-rplrrate

2012
KZT'OOO

20tl
KZT'OOO

1,700,339
40,466,706

2,732,956
\  57 )  4 ) )

7,962,130
35,487,530

\ ) 1  A 4 )

9,538,994

______47_812323 ______47_819j46

Blocked amounts

-\s at ,11 December 2012, the Bank maintained customer deposit balances of KZT 402,548
thousand (2011: KZT 554,020 thousand) that serve as collateral for off-balance sheet credit
instruments granted by the Bank.

Concentrations of current accounts and customer deposits

.\s at 3 1 December 2012 and 201 1, the Bank had seven customers, whose balances exceed 10o/o of
equitl'. These balances as at 31 December 2012 and 20ll were KZT 29,006,369 thousand and
KZT 22,859,733 thousand, respectively.
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JSC AB "Bank of China in Kaz,skhstan"
Notes to the Financial Statements for the vear ended 3I December 2012

17 Share capital
(a )  Issued capital  and share premium

The authorised, issued and outstanding share capital comprises 5,150 ordinary shares (201 1: 5,150
ordinan' shares). All shares have a nominal value of KZT 1,065,050.

The ht'rlders of ordinary shares are entitled to receive dividends as declared from time to time and
,re entrtled to one vote per share at annual and general meetings of the Bank.

rh t  S ta tu ton ' reserye

I:. ,r;;ordance u'ith amendments to the Resolution #196 On Establishment of Minimum Limit on
Rr-ir-i1 c Capital of Second-Tier Banks issued by the FMSC on 3l January 2011, the Bank should
:s:-r'-.-rsi. resen'e capital by transferring an amount from retained earnings to a non-distributable
::s.:' e The amount to be transferred each year is calculated as the net profit for the preceding
'..':: re.ore distribution of dividends attributable to ordinary shareholders, multiplied by the
:-:re:r:,19e rncrease in Classified Assets and Contingent Liabilities (as defined in the Resolution
-l-r rl:r -\pproval of the Rules of Classification of Assets, Contingent Liabilities and Creation of
P: -. s.,r'.s tResen'es) against Assets and Contingent Liabilities issued the FMSC on 25 December
I :' i::rnu the preceding year. Such percentage increase should be not less than l0o% and not
: t ' .  ' : : '  : i . : l t  I  ( - )00  0 .

D -:.:'._r l, '1 l. the shareholders approved to transfer KZT 161,390 thousand from retained earnings
:.  : l - :s s. ; :uion reien'e (201 1: KZT 1,349,151thousand).

T:.: s::: ;:.in' resen'e is non-distributable.

r c )  D i r i d e n d s

I:-. :,;.:,::iance ri'ith Kazakhstan legislation the Bank's distributable reserves are limited to the
:-,,.,:..-r- ..i retained earnings as recorded in the Bank's statutory financial statements prepared in
iJ.rr:Jr:r.e uith IFRS or profit for the year if there is an accumulated loss brought forward. A
:.:::r:l:ion carurot be made if this would result in negative equity or the Bank's insolvency.

D.-, ::enCs in relation to ordinary shares are reflected as an appropriation of retained earnings in
:i.e rerr..d ri hen thev are declared. No dividends were declared for 2012 and20ll.

Risk management

\[.nagement of risk is fundamental to the business of banking and is an essential element of the
Brnk's rrperations. The major risks faced by the Bank are those related to market risk, credit risk
. : :d l rqurdrtr  r isk.

Risk management policies and procedures

Tre risk management policies aim to identify, analyse and manage the risks faced by the Bank, to
set appropriate risk limits and controls, and to continuously monitor risk levels and adherence to
lirnrts. Risk management policies and procedures are reviewed regularly to reflect changes in
narket conditions, products and services offered and emerging best practice.

The Board of Directors of the Bank has overall responsibility for the oversight of the risk
management framework, overseeing the management of key risks and reviewing its risk
ir.]anagement policies and procedures as well as approving significantly large exposures.

2 8



r h )

{.

1

4.

4.

7

1

{

3.

4.

i

{

(

{.

g.

{,

5,

g,

(

{

(

G.

4,

s,
(,

4,

s:,

4,

{'

g,

4,

(

7',
I

(

(

JSC AB "Bank of Chino in Kuz,akhstan"
Notes to the Financial Stotenents for the vear ended 3I December 20 I 2

l8 Risk management, continued
( a ) Risk management policies and procedures, continued

The \Ianagement Board of the Bank is responsible for monitoring and implementation of risk
nltigation measures and making sure that the Bank operates within the established risk
paranreters. The Head of the Risk Department is responsible for the overall risk management and
cr-rl.r.Ipliance functions, ensuring the implementation of common principles and methods for
rdentit\'ing. measuring, managing and reporting both financial and non-financial risks.

Credit. r.narket and liquidity risks both at the portfolio and transactional levels are managed and
rt-:rlrtrlled through a system of Credit Committees and an Asset and Liability Management
Crnnittee (ALCO). In order to facilitate efficient and effective decision-making, the Bank
e s:.,:lrshed a hierarchy of credit committees depending on the type and amount of the exposure.

B--::'. ertenral and intemal risk factors are identified and managed throughout the organisation.
P::r:;lrrr attention is given to identiffing the full range of risk factors and determination of the
.r'.:. o: assurance over the current risk mitigation procedures. Apart from the standard credit and
:.-:rsi' n.k analvsis. the Risk Department monitors financial and non-financial risks by holding
::--'-..1: ureetings u'ith operational units in order to obtain expert judgments in their areas of
J r - . . - - : -

\ Ia rke t  r i sk

)'1.,:.:: ::.k rs the risk that the fair value or future cash flows of a financial instrument will
:l-:..-,,:.' f e.ause of changes in market prices. Market risk comprises currency risk, interest rate
r.::. .:r-J l:l ier price risks. Market risk arises from open positions in interest rate, currency and
:--.:'. i-::r;r.1al instruments, rvhich are exposed to general and specific market movements and
- j - . - : : . -es :r  ihe Ierel  of  volat i l i ty of  market pr ices.

e,-tlr e oi market risk management is to manage and control market risk exposures within
t,L- raranreters. u'hilst optimizing the return on risk.

,-r', -::,.1 .,;tirontr fbr market risk is vested in the ALCO, which is chaired by the Chairman of the
B::-* \I:rket risk limits are approved by ALCO based on recommendations of the Risk
D e : ; :  n-,ent.

T:.: B;:* nranases its market risk by setting open position limits in relation to financial
r:r.::.iircnrs. interest rate maturity and currency positions and stop-loss limits. These are
:r-ir.itrred on a resular basis and reviewed and approved by the Management Board.

Interest rute risk

I;-.:eresi rate risk is the risk that the fair value or future cash flows of a financial instrument will
:l-i.iuate because of changes in market interest rates. The Bank is exposed to the effects of
:l:::uatrons in the prevailing levels of market interest rates on its financial position and cash
i:.r\\'s lnterest margins may increase as a result of such changes but may also reduce or create
.,-.sse s in the event that unexpected movements occur.

Irrterest rate gap analysis

,\s at ,11 December 2012 and 20ll the Bank has no floating rate instruments and accordingly
naturitr analysis by expected maturities coincides with interest rate repricing analysis.

i : . :  : : .
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l8 Risk management, continued
(b) \ Iarket r isk,  cont inued

.|ve rage interest rqtes

The table below displays average effective interest rates for interest bearing assets and liabilities as at
I I December 2012 and 20ll. These interest rates are an approximation of the yields to maturity of
:irese assets and liabilities.

2012
Average effective interest rate,

,

20ll
Average effective interest rate,

"
Other

currencies
Other

currencies

Interest  bear ing assets
.  , . ' .  , : - . 1  .  ' r h  e o t t i r a l e n l s :

- D;. : : . .nr the \at ional Bank
:  : : . . .  R : lub ' l i c  o f

K.:r^: l . l :n - tern-r depOSitS
. , . . : : .  : : _ : . : r l i  n r e t u r i n  l e s s
::. : :- .  : l : : . '  nrLrnths

-  \ - . : r - '  : i . t r I lD t  u ' i th  o ther
: .:'-.,.

^  . : . . : . :  i J : t . r n l e f \ :

-  . : : . - : , -  1 : : r l  e n l l t i e s

: , .  i rd r r  rdua ls

In terest  br .ar ing l iab i l i t ies
- -::; i .: .r:, r ' jnls and deposits
: : - - : ' .  :  - . : - r : : l e r S

-  l := ' .  jep- ' . t t .

h n  n : r . r l l e l  r i s e

bp parallel fall

3.23  1 .24 1 . 9 9  0 . 5 8  0 . 6 1

0.67

8 . 1  I

n .20

0.03

5.27
9.68

l0 .04
1 0 . 8 4
2.93

0.04

5.78
8.9',7

{

1
0 .  l 9

I n I e r t'st r ate s e n sitivi1' an alysis

T:-: ::r::rageutent of interest rate risk based on interest rate gap analysis is supplemented by
:r..-:rr:rrrng the sensitivity of financial assets and liabilities. An analysis of sensitivity of the Bank's
:':.,:-.: rrr- l..ss tbr the year (net of taxes) and equity to changes in interest rates (repricing risk) based
':: . s:nrf.li i led scenario of a 100 basis point (bp) symmetrical fall or rise in all yield curves and
:rlrsr:r.rrs trf interest-bearing assets and liabilities existing as at 31 December 2012 and 2011 is as
:  - ' .  ^. .  

" t ,  
S .

2012
Profit
or loss Equity

KZT'OOO KZT'OOO

Profit
or loss

KZT'OOO
Equity

KZT'OOO
132,419 132,419

(132,419) (132,419)
I  82 ,5  l0  1  82 ,5  l0

(182,510)  (182,510)
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l8 Risk management, continued
(b) ]Iarket risk, continued

Currency risk

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

Currency' risk is the risk that the fair value or future cash flows of a financial instrument will
il'rctuate because of changes in foreign currency exchange rates. Although the Bank hedges its
e\p.rp5sr. to cuffency risk, such activities do not qualify as hedging relationships in accordance
r i  i l l i  IFRS.

Tlc tollori ing table shows the foreign cuffency exposure structure of financial assets and
. . : : l i r t res  as  a t  31  December  2012:

KZT
KZT'OOO

Other
USD currencies

KZT'OOO KZT'OOO
Total

KZT'OOO

\ S S E T S
L ..: .r;rc ;ash equivalents
1.1.r.:r:-.ri re\en e $'ith the National
?  - .  j ' : r :  R e n r r h l i c  ̂ f  K a z a k h s t a n

L:  r : ' . r  : . .  - -USILrntefs

i i  : . i - : - -  -nrr tuntr  investnrents
(-r:i.: ' : i-t t lrn.- 1al assets

To ta l  asse ts

L I  \ B I L I T I E S
l : : - - . : :s  :nJ balances t iom banks
t :-::.: ;,-t-trunts and deposits from

15,939,7',70 27,814,615 153,001 43,907,386

1,282,719
12,197,185
1,805,798

15,317
31,840,789

I  ,093,  I  66

56,042

1,282,719
13,890,351
1,805,798

7 | ,359
153,001 60,957,613

4R \10 12,948 1,038,513

--- . i r rr ; rS 21,215,163 26,434,921 122,239 4'7,832,323
Total liabilities 21,323,533 27,412,116 135,187 48,870,836
\et position as at 3l December 2012 __1!Er7_256 ___JESJJI7 _____ r7,8Jl_ _J2&!SJ?

.\s>e:s nnd liabilities of the Bank in other currencies are mainly denominated in Chinese Yuan.

28,963,823

977,195

. ) l
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l8 Risk management, continued

(b) \ Iarket r isk,  cont inued

C u r r e n cy risk, continued

Tirc tbllou.ing table shows the currency structure
- :  I  Decenrber  2011:

KZT
KZT'OOO

\ S  S E T S
[. . : .  r rJ  . -ash equir .a lents
1.1,:.:::-.n resen'e r'". ith the National
r . - .  ' ' : :  Ren r rh l i c  o f  Kazakhs tan
,  t : . . :  - U i l O n l e f s

i l : . : - :  - r : : tu r i t v  in les tments
' : : . . :  : l : : - :n : ta l  aSSetS

T 0 t a l  a \ s e t s

Profit
or loss

of financial assets and

Other
USD currencies

KZT'OOO KZT'OOO

liabilities as at

Total
KZT'OOO

18,758,531 20,673,051

I , 1 6 6 , 3 0 6
2,779,258 1,581,525
8,5  13 .567

14,772 60,745
31,232,440 22,315,321

4,544,144 43,97 5,',732

1,166,306
4,360,783
8,513,56',1

/ t  a  |  /

4,544,144 58,091,905

I  I  \ B I T  I T I E S
l:: ' . '- ::.J b,rlances. fron.r banks 24,000 104,321 - 128,321
- - : : . : . r  : -  ,  'J l l r .  anJ deposits from
, -- , :r-.:r- 20,763,226 22,220,233 4,527,13'7 47,510,596
Totalliabilities 20,787,226 22,324,560 4,527,137 47,638,923
\et porition as ai 3l December 2011 __1!415214 ______12112_ _____17,007 __J!As2p!2_

r'.;,: ';{ir-^lng of the KZT. as indicated below, against the following cuffencies at 31 December
I - I -.:-..: ltrl 1 t'ould have increased (decreased) equity and profit or loss by the amounts shown
'.-. '.,, 'fi:rs 

analvsis is on net of tax basis and is based on foreign currency exchange rate
'.,:r.:r..r-: :hat the Bank considered to be reasonably possible at the end of the reporting period.
l:'.: -.:...-.', sl: assumes that all other variables, in particular interest rates, remain constant.

2012 20tl

KZT'OOO KZT'OOO KZT'OOO
Equity

Profit
or loss Equity

KZT'OOO
:rrr-i jrrtrofl of USD against KZT 124,137 124,137 (739)

'ppre;iatitrn of other currency againstKZT 1,425 1,425 1,361

.-\ .:rensthening of the KZT against the above cuffencies at 31 Decemb er 2012 and 201I would
:.,r e ha.l the equal but opposite effect on the above currencies to the amounts shown above, on
:le basis that all other variables remain constant.

Cred i t  r i sk

Credrt risk is the risk of financial loss to the Bank if a customer or counterparty to a financial
instrument fails to meet its contractual obligations. The Bank has policies and procedures for the
nlanagel-nent of credit exposures (both for recognised financial assets and uffecognised
u-trritrsCtusl commitments), including guidelines to limit portfolio concentration and the
establislment of a Credit Committee, which actively monitors credit risk. The credit policy is
revieu ed and approved by the Management Board.

(73e)
1 ,361

) z
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l8 Risk management, continued
(c) Credit  r isk,  cont inued

The credit policy establishes:

r procedures for review and approval ofloan/credit applications

r r.nethodology for the credit assessment of borrowers (corporate and individual)

r r.nethodology for the credit assessment of counterparties

r methodology for the evaluation of collateral

. cre,lrt documentation requirements

r ritr.-cdures for the ongoing monitoring of loans and other credit exposures.

L.:rtri...:e loarL'credit applications are originated by the relevant client managers and are then
r.::siti \rn to the Loan Deparlment, which is responsible for the corporate loan portfolio. Analysis
:::.,:s;,re based on a structured analysis focusing on the customer's business and financial
:::-rr:r:nce. The loan credit application and the report are then independently reviewed by the
Rr.. Dc'-.annrent and a second opinion is given accompanied by a verification that credit policy
:r!.-.:-:t.enrs are met. The Credit Committee reviews the loan/credit application on the basis of
>,r:1..s::.rns by the Loan Department and the Risk Depaftment. Individual transactions are also
:-'..-.iec br the Legal. Accounting and Tax departments depending on the specific risks and
::.:-.:.:.i :-rnal approral of the Credit Committee.

Tl.: B;:t continuoush' r.nonitors the performance of individual credit exposures and regularly
::,:::-s:is :he creditu'orthiness of its customers. The review is based on the customer's most
::::::: :-.::rlcial statentents and other information submitted by the borrower, or otherwise
- r .:.:.:-r :\ the Bank. Retail loan credit applications are reviewed by the Retail Lending
-l:'r.,i::-3:tr rluough the use of scoring models and application data verification procedures
;:', :. --:ec lpgether u'ith the Risk Department.

r,.:":: ::rnr indiridual customer analysis, the credit portfolio is assessed by the Risk Department
',',.:.. :: '.r:d to credit concentration and market risks.

.:.: ::-:rlmunr exposure to credit risk is generally reflected in the carrying amounts of financial
::ir'iS ln rhe statement of financial position and unrecognised contractual commitment amounts.
r i.e rr'pact of possible netting of assets and liabilities to reduce potential credit exposure is not
: .  - 1 . :  i - l a . l n t .

Ti-.e nrarimum exposure to credit risk from financial assets at the reporting date is as follows:

2012
KZT'OOO

20ll
KZT'OOO

-tl"

J

{SSETS
Cash equivalents
\ Iendaton' reserve with the National
Kazakhstan
LtrSrlS tO CUStOmerS

Held-to-maturity investments
Other t-rnancial assets
Total maximum exposure

43,597,578 43,712,404
Bank of the Republic of

1,282,719
13,890,351
1,805,798

1,166,306
4,360,183
8,513,567

For the analysis of collateral held againsl
respect of loans to customers refer to Note

The maximum exposure to credit risk
reporting date is presented in Note 20.

71.359 7 5 .511

_!qf{,89s ____}1_,828,s77

loans to customers and concentration of credit risk in
1 1 .

from unrecognised contractual commitments at the

J J
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18 Risk management, continued
(c) Credit risk, continued

-\s at 3l December 2012 and 2011 the Bank had two debtors, credit risk exposure to whom
e\ceeds 107o of maximum credit risk exposure. The credit risk exposure for these customers as at
-11 December 2012 and 2011 were KZT 44,835,713 thousand and KZT 45,123,028 thousand,
respect i \  ely.

(d )  L iqu id i t l . r i sk

Lr.lurditr risk is the risk that the Bank will encounter difficulty in meeting obligations associated
u ith its tlnancial liabilities that are settled by delivering cash or another financial asset. Liquidity
rsk erists u'hen the maturities of assets and liabilities do not match. The matching and/or
Cr.rrirrllc-d rnismatching of the maturities and interest rates of assets and liabilities is fundamental
... .:c:rdrn nanagement. It is unusual for financial institutions ever to be completely matched
s.:.,-e rlsiness transacted is often of an uncertain term and of different types. An unmatched
:::1:r!rI] pt'rtentially enhances profitability, but can also increase the risk of losses.

T..: B.rr'.k nraintains liquidity management with the objective of ensuring that funds will be
,,'.. '.;.. ':.1.- et all tirnes to honor all cash flow obligations as they become due. The liquidity policy is
:....: ' '.r. l; and approved by the Management Board.

T:.- B.,rk sceks to actively support a diversified and stable funding base comprising long-term
:::-,J s:.,r:-:enr loans fionr other banks, core corporate and retail customer deposits, accompanied
:'. r:'.c:s:iled por{ti,l ios of highly liquid assets, in order to be able to respond quickly and
s::-..' :,::r.-, :i untoreseen liquidity requirements.

T .  . . :  - . .  j r l r  nr.rnagcnrent pol icy requires:

. ::,-.rec:ing cash tloris by major currencies and considering the level of liquid assets necessary
.:^ :L '-G. l ion thereto

taining a diverse range of funding sources

. ::-":l-.:gins the concentration and profile of debts

. :ll:inrainine debt financing plans

. ::-.;1ir,tairung a portfolio of highly marketable assets that can easily be liquidated as protection
rgii]]st anv intemrption to cash flow

r :r::urtainine liquidity and funding contingency plans

r ::onitt-rring liquidity ratios against regulatory requirements.

T:.e Treasurl' Department receives information from business units regarding the liquidity profile
..: :heir t-rnancial assets and liabilities and details of other projected cash flows arising from
r;orected future business. The Treasury Departement then provides for an adequate portfolio of
srort-tenn liquid assets to be maintained, largely made up of short-term liquid trading securities,
placements with banks and other inter-bank facilities, to ensure that sufficient liquidity is
niaintained within the Bank as a whole.

The daily liquidity position is monitored and regular liquidity stress testing under a variety of
scenarios covering both normal and more severe market conditions is performed by the Treasury
Department. Under the normal market conditions, liquidity reports 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 Treasury Department.

The following tables show the undiscounted cash flows on financial liabilities and credit-related
commitments on the basis of their earliest possible contractual maturity. The total gross amount
inflow and outflow disclosed in the tables is the contractual, undiscounted cash flow on the
financial liability or commitment. For issued financial guarantee contracts, the maximum amount
of the guarantee is allocated to the earliest period in which the guarantee can be called.

1 /) +
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Capital management

The FNf SC of NBRK sets and monitors capital requirements for the Bank.

The Bank defines as capital those items defined by statutory regulation as capital for credit
institutions. Under the current capital requirements set by the FMSC, banks have to maintain: a
raritr of tier I capital to total assets and a ratio of total capital to risk weighted assets, contingent
iiabilities. operational and market risk above the prescribed minimum levels. As at 31 December
It tl l. tlris rninimum level of tier I capital to total assets is 5% (2011: 5%) and the minimum level
..i rotal capital to risk weighted assets, contingent liabilities, operational and market risk is 10%
rlt-til. 1000). The Bank was in compliance with the statutory capital ratios as at 31 December
It,tl I arrd 101 1 . rvith the minimum level tier I capital to total assets of 20% (2011: 20%) and the
nrrr.rin-rur.r.r level of total capital to risk weighted assets, contingent liabilities, operational and
nrarket nsk of 399, ' .  (201 l :  l5%).

Commitments

Ti'.e Bank has outstanding commitments to extend loans. These commitments take the form of
: : : ro\  L 'd l t rans.

Tl.e Bar'.k prt',r ides flnancial guarantees and letters of credit to guarantee the performance of
. -:: r:lers rt-r rhird parties. These agreements have fixed limits and generally extend for a period of
*:  .a a:\  a \  eers.

T:.1 B:rk applres rhe same credit risk management policies and procedures when granting credit
..r:r^:r^itne nts. t-rnancial guarantees and letters of credit as it does for granting loans to customers.

Ti,.' ;on:ractual amounts of commitments are set out in the following table by category. The
.rintr.rniS retlected in the table for commitments assume that amounts are fully advanced. The
;ilrr.lnrs retlected in the table for guarantees and letters of credit represent the maximum
a..ounting loss that rvould be recognised at the reporting date if counterparties failed completely
l L '  l i r lO l l l l  as  COnt raCted.

2012
KZT'OOO

20tl
KZT'OOO

Contracted amount

Lrran and credit line commitments

Guarantees and letters of credit

21,425,57 6
2,336,668

649,628

1,214,809

23,762,244 1,964,437

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

2l Contingencies
(a) Insurance

The insurance industry in the Kazakhstan is in a developing state and many forms of insurance
protection corrunon in other parts of the world are not yet generally available. The Bank does not
have fulI coverage for its premises and equipment, business intemrption, or third party liability in
respect of property or environmental damage arising from accidents on its property or relating to
operations. Until the Bank obtains adequate insurance coverage, there is a risk that the loss or
destruction of certain assets could have a material adverse effect on the Bank's operations and
financial position.

3 8
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Contingencies, continued

Litigation

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

Taxation contingencies

The taxation system in the Republic of Kazakhstan continues to evolve and is characterised by
fiequent changes in legislation, official pronouncements and court decisions, which are sometimes
contradictory and subject to varying interpretation by different tax authorities. Taxes are subject to
rer ieu- and investigation by a number of authorities who have the authority to impose severe
tines. penalties and interest charges. A tax year remains open for review by the tax authorities
during the fir.e subsequent calendar years, however, under certain circumstances a tax year may
renrain open longer.

Th.-se circumstances may create tax risks in the Kazakhstan that are substantially more significant
than in other countries. Management believes that it has provided adequately for tax liabilities
based on its interpretations of applicable Kazakhstan tax legislation, official pronouncements and
court decisions. Hor.r'ever, the interpretations of the relevant authorities could differ and the effect
on Ihc' llnancial statements, if the authorities were successful in enforcing their interpretations,
ct ' ruld be signi f icant.

22 Relatedpart) ' t ransactions
(a )  Cont ro l re la t ionsh ips

The Bank's Parent is Bank of China Limited, which produces publicly available financial
statemeuts. The parly with ultimate control over the Bank is the Government of the People's
Republic of China.

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

Total remuneration included in personnel expenses for the year ended 31 December is as follows:

2012
KZT'OOO

20tl
KZT'OOO

Board of Directors
Ilembers of the Management Board

The outstanding balances and average interest
transactions with the members of the Board of
follows:

37,911 39,026

rates as at 31 December 2012 and 20ll for
Directors and the Manasement Board are as

3,289
34.622

1  5 1 5

35.391

9 .99.0

if

I
{I

,.|
{i

!j

F
+l

{l

F!{r

tr

!-r

{l

al

Average
2012 interest rate, 20ll

KZT'OOO V, KZT'OOO

Average
interest
rate, oh

U

Statement of Financial Position

ASSETS
Loans to customers
LIABILITIES

Current accounts and deposits from
customers

5 , 1 0 3

10,423

13,071

1 8 , 6 3 12.5

All loans are in Tenge and repayable by the end of 2021. Deposits are on demand and with
maturitv in 2013. in Tense and USD.
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JSC AB "Bank of China in Kazakhstan"
Notes to the Financial Statements for the vear ended 3 I Decentber 20 I 2

22 Related party transactions, continued

(b) Transactions with the members of the Board of Directors and the Management Board,
continued

Amounts included in profit or loss in relation to transactions with the members of the Board of
Directors and the Management Board for the year ended 31 December are as follows:

2012
KZT'OOO

20tl
KZT'OOO

l , 0 l  I

(c) Transactions with other related parties

Other related parlies include: the Parent Bank, fellow subsidiaries of the Bank and other related
partles. The outstanding balances and the related average interest rates as at 31 Decernber 2012
and related profit or loss amounts of transactions for the year ended 31 December 2012 with other
related part ies are as fol lows.

Parent Bank Fellow subsidiaries Other related parties*

Statement  of  Comprehensive Income

Interest income

Average
KZT interest
'000 rateroh

S ta temen t  o f
F inancia l  Posi t ion
. \SSETS
Ca:h and cash
equrvalents:
- Pla.'ements u'ith
banks - nostro
a! ' ! -ounts 1,045,742 0.05
-  I n  USD
-  T n  ,  r t h p r  a t r f f e n a \ /

Lrrans to customers
-  In L 'SD
Other financial
a:scts -  Tn USD

Average
KZT interest
t000 rateroh

KZT
'000

Average
interest
rate, Vo

Total
KZT
0000

2 . 3 1

r .09

0 . 1  1

0 .69

A
{J

-ll

{,i

{J

'fl

I

rl

{l

.il
- {
{l

J
l||

{l

',{
{l

!J

tlrJ

',{
l'l

9,244,194

1  1 5 , 1 3 9

81,005

'71,t83

t0,289,936

I  1 5 , 1 3 9

81,005

7 1 , 1 8 3
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4 22 Related party transactions, continued

4 
(c) Transactions with other related parties, continued

Parent
Bank

JSC AB "Bank of China in Kazakhstan"
Notes to the Financial Statements for the vear ended 3 I Decentber 20 I 2

Fellow
subsidiaries Other related parties*a

4
!

< l  
L I  \B rL r r tES

3 
Current accounts
and deposits

:g 
from customers

- In KZT 48,370 - 14,181,010 - 14,229,440
{  - r n U S D -  1 6 , 8 5 3 , 6 1 1  -  1 6 , 8 5 3 , 6 1 I

-  In  other'4 
currencles 19 - 19

I t ems  no t
4 recognised in

the  S ta temen t  o f

=( |  F inancia l
Posi t ion

4 Guaranrees
recened  325 ,184  -  31 ,511 ,727  -  31 ,837 ,511

4
Guarantee s s iverr  1,537 ,727 -  1,531 ,727

{  Statement  of
Comprehensive

4 Income

{ Interest  income 1,107 0.05 34,811 0.40 35,918
Fee and

{ commission

Average Average Average Total
KZT interest KZT interest KZT interest KZT
'000 rate.oh '000 rate.oh '000 rate.oh '000

lncome
'!a 

Fee 6nd{l
commlsslon

11 expense 4,913 - 36 - 4,949

Net foreign
.r3 exchange loss l, l2l - l, l2l

General

h administrative

-  889,557 1 .20  889,557

expenses

S *Other related parties include entities that are under control of the Government of the People's
Renublic of China.' a

{l
Guarantees received are from Bank of China Grand Cayman branch, Bank of China Beqing

-,i: branch and Bank of China Limited.a.|

- t

{.|

{l

a-r

al

{-l

{-l 4 l
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JSC AB "Bank of China in Kszakhstan"
Notes to the Financial Statements for the vear ended 3 I December 20I 2

22 Related party transactions, continued
(c) Transactions with other related parties, continued

The outstanding balances and the related average interest rates as at 31 December 2011 and
related profit or loss amounts of transactions for the year ended 3l December 2011 with other
related parties are as follows.

Parent Bank Fellow subsidiaries Other related parties*

1

I

:1

:a

:\

:1,

3

1J

3

:\l

1J

{J

!{
' {
3l

' 4
:SI

!:{
- {
{

SJ

t
<l

" j ' !

{l

-{{

{J

- f .

{J

< t

{l

{

Average
KZT interest
'000 rateo'h

Statement of Financial
Position
ASSETS

Cash and cash equivalents:
- Placements with banks -

nosro accounts
- In USD 1 10,78'7 0. 15
- In other currency
Loans to customers
- In USD
Other financial assets -

In USD

LIABILITIES ,

Current accounts and
deposits from customers

- IleKZT 24,000

-  I n  U S D

- In other currencies
Items not recognised in the
Statement of Financial
Position

Guarantees given

Guarantees received
Statement of
Comprehensive
Income

Interest income
Fee and commission income
Fee and commission
expense
Net foreign exchange
lncome
General administrative
expenses

431
6,636

0 . 1 5

*Other related parties include entities that
Reoublic of China.

Average Average Total
KZT interest KZT interest KZT
'000 rateroh '000 rateroh '000

10,608,291
4,506,198

0 . 1  I
1 . 0 0

2.56'7',7,782

7  5 , 5 l l

10,234,031

t7,265,',762

4,445,843

1 1 , 3 1 9 , 0 7 8
4,506,  198

77,',782

7 5,511

10,234,031

17,265,762

4,445,843

17,284
I  O?O q4A

1 1 q l

4 1  1 ) \

133,584

83,1  04

-  133,584
-  83 ,104

14,856 1 . 0 0 1 ,991
1,014,313

3,391

43,125

are under control of the Government of the People's

A a
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23 Financial assets and liabilities: fair values and accounting classifications
The table below sets out the carrying amounts and fair values of financial assets and financial
liabilities as at 31 December 2012:

KZT 'OOO
Cash and cash equivalents
Mandatorv reserve with the National
Bank of the Republic of Kazakhstan
Loans to customers:
- Loans to legal entit ies
- Loans to individuals

Held-to-nraturity investments:
- Treasun'notes of the Ministry of

Finance of the Republic of
Kazakhstan
- Bonds issued by the National Bank
of the Republic of Kazakhstan
Other financial assets

The table below
liabilities as at 31

Held-to- Loans and
maturity receivables

- 43.591.578

- |,292,719

- 13,355,692
- 534,659

qq7  75q

808,039

- 43 ,597 ,57 8 43 ,597 ,57 8

-  1 ,282,7  t9  t ,282,719

- t3.355.692 13.355,692
- 534,659 522,442

Other
amortised

cost

Total
carrying
amount

Fair
Value

LqQ5J9q
Deposits and balances from banks
Current accounts and deposits from
c ustonlers

- 997 ,7 59 989 ,87 |

7^3s; - *?1,333 ',1"":?3
-iqd12Jq1 - lq'qlzdqs 6op-8,

-  1 ,039,513 1 ,038,513 1 ,038,513

47,832,323 47,832,323 41,823,751

l!,862207

and financial

: 48,870,836 4rqzgrE6

and fair values of financial assetssets out the carrying amounts
December 201 1:

\l

\.t

\r

u

\l

!l

j

il

KZT 'OOO
Cash and cash equivalents
Mandatory reserve with the National
Bank of the Republic of Kazakhstan
Loans to customers:

- Loans to legal entities
- Loans to individuals

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

Finance of the Republic of
Kazakhstan
- Bonds issued by the National Bank
of the Republic of Kazakhstan
Other financial assets

Deposits and balances from banks
Current accounts and deposits from
customers

_i t i  {?_ryG

3,049,386 3,043,373

5,464,181 5,472,63r
7 5,517 7 5,517

57 $29,577 57,63!,493
128,327 128.328

Held-to-
maturity

3,049,386

5,464,181

Loans and
receivables
43,712,404

1,166,306

4,161,173
199,610

' 7 5  \ 1 1

Other
amortised

cost

Total
carrying
amount

43,112,404

I ,166 ,306

4,161,173
1 9 9 , 6 1 0

Fair
Value

43,712,404

1,166,306

4,003,465
164,79',7

J

.t

J

3

3

i
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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 length
transaction. However given the uncertainties and the use of subjective judgment, the fair value
should not be interpreted as being realisable in an immediate sale of the assets or settlement of
liabilities.

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

43


