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ncependent Auditors Report

To the Shareholders and Board of Directors of Joint Stock
Company Bank CenterCredit

We have audited the separate financial statements of Joint Stock Company Bank
CenterCredit (the “Bank”), which comprise the separate statement of financial position as
at 31 December 2020, the separate statements of profit or loss, comprehensive income,
changes in equity and cash flows for the year then ended, and notes, comprising significant
accounting policies and other explanatory information.

In our opinion, the accompanying separate financial statements present fairly, in all material
respects, the unconsolidated financial position of the Bank as at 31 December 2020, and
its unconsolidated financial performance and its unconsolidated cash flows for the year
then ended in accordance with International Financial Reporting Standards (IFRS).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Separate Financial Statements section of our report.
We are independent of the Bank in accordance with the International Ethics Standards
Board for Accountants International Code of Ethics for Professional Accountants (including
International Independence Standards) (/ESBA Code) together with the ethical
requirements that are relevant to our audit of the separate financial statements in the
Republic of Kazakhstan, and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the International Code of Ethics. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our

opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the separate financial statements of the current period. These
matters were addressed in the context of our audit of the separate financial statements as
a whole, and in forming our opinion thereon, and we do not provide a separate opinion on
these matters.

«KNMI Ayants XKWC, Kasakcran PecnyBnurackl 3aqHamackiia cebec TIpKenreH KOMNAHWR, MAYanKepLuiniri 83 KaTelCylbINapEIHLIK KeningikrepiMer
wekrenred KPMG International Limited mekeie afbiNWbiH KOMNAHWUACKIHBIH KypamMbiHa kipeTiH KPMG Teyencia dupmanaps! xahaHably yisIMbIHbIK
KaTLICYLLILICHI.

KPMG Audit LLC, a company incorporated under the Laws of the Republic of Kazakhstan and a member firm of the KPIMG global organization of independent
member firms affilialed with KPMG International Limited, a private English company limited by guarantee
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Expected credit losses (‘ECL’) for loans to customers

Please refer to Notes 3 (n), 4 and 16 in the separate financial statements.

The key audit matter

How the matter was addressed in our audit

Loans to customers and banks
represent 54% of total assets
and are stated net of allowance
for expected credit losses (‘ECL’)
that is estimated on a regular
basis and is sensitive to
assumptions used.

The Bank applies ECL valuation
models, which require
management to apply
professional judgement and to
make assumptions related to the
following key areas:

- timely identification of
significant increase in credit
risk and default events
related to loans to
customers (allocation
between stages 1, 2 and 3
in accordance with the
IFRS 9);

- assessment of probability of
default (PD) and loss given
default (LGD);

- assessment of expected
cash flows forecast for
Stage 3 loans, including key
assumptions on collateral
realisation periods.

There is increased risk of
material misstatement of ECL in
the current year due to the
increased  judgement  and
estimation uncertainty as a result
of COVID- 19.

Due to the significant volume of
loans to customers and the
related estimation uncertainty in
estimating of allowance for ECL,
this area is a key audit matter.

We

analysed the key aspects of the Bank's

methodology and policies related to ECL estimate for
compliance with the requirements of IFRS 9, including
involvement of our own specialists in financial risks
management.

To analyse adequacy of professional judgement and
assumptions made by the management in relation to
allowance for ECL estimate, we performed the following
procedures:

For loans to corporate clients we assessed and
tested the design and operating effectiveness of
the controls over allocation of loans into Stages.

For a sample of loans to corporate clients, for
which a potential change in ECL estimate may
have a significant impact on the separate financial
statements we tested whether Stages are
correctly assigned by the Bank by analysing
financial and non-financial information, as well as
assumptions and professional judgements,
applied by the Bank. We paid special attention to
allocation of the credit risk stage for the loans
negotiated as a result of COVID-19 outbreak, as
well as for counterparties related to the industries
affected by COVID-19.

For a sample of loans to corporate clients, we
tested the correctness of data inputs for PD
calculation.

For a sample of Stage 3 loans to corporate clients,
where ECL are assessed individually we critically
assessed assumptions used by the Bank to
forecast future cash flows, including the estimated
value of realisable collateral and their expected
realization periods based on our understanding of
historical experience and planned measures
agreed with the regulator to enhance the
collection process and publicly available market
information.

For loans to individuals we tested the design and
operating effectiveness of controls over timely
reflection of delinquency events in the underlying
systems.
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— We agreed input data for the model used to
assess ECL for loans to individuals to underlying
documents and checked whether these loans
have been correctly allocated into Stages on a
sample basis.

— We assessed general predictive capability of the
models used by the Bank to assess ECL by
comparing the estimates made as at
1 January 2020 with actual results for 2020.

We also assessed whether the separate financial
statements disclosures appropriately reflect the Bank's
exposure to credit risk.

Other Information

Management is responsible for the other information. The other information comprises the
information included in the Annual Report of the Bank for 2020 but does not include the
separate financial statements and our auditors’ report thereon. The Annual Report of the
Bank for 2020 is expected to be made available to us after the date of this auditors’ report.

Our opinion on the separate financial statements does not cover the other information and
we will not express any form of assurance conclusion thereon.

In connection with our audit of the separate financial statements, our responsibility is to
read the other information identified above when it becomes available and, in doing so,
consider whether the other information is materially inconsistent with the separate financial
statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated.

Responsibilities of Management and Those Charged with Governance for the

Separate Financial Statements

Management is responsible for the preparation and fair presentation of the separate
financial statements in accordance with IFRS, and for such internal control as management
determines is necessary to enable the preparation of separate financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the separate financial statements, management is responsible for assessing
the Bank’s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless management
either intends to liquidate the Bank or to cease operations, or has no realistic alternative
but to do so.

Those charged with governance are responsible for overseeing the Bank’s financial
reporting process.
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Auditors’ Responsibilities for the Audit of the Separate Financial Statements

Our objectives are to obtain reasonable assurance about whether the separate financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditors’ report that includes our opinion. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs
will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of
these separate financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and
maintain professional scepticism throughout the audit. We also:

— lIdentify and assess the risks of material misstatement of the separate financial
statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve

collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control.

— Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Bank’s internal control.

— Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

— Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Bank’s
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditors’ report to the related disclosures in
the separate financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of
our auditors’ report. However, future events or conditions may cause the Bank to cease
to continue as a going concern.

— Evaluate the overall presentation, structure and content of the separate financial
statements, including the disclosures, and whether the separate financial statements
represent the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied
with relevant ethical requirements regarding independence, and communicate with them
all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, actions taken to eliminate treats or safeguards
applied.

From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the separate financial statements of
the current period and are therefore the key audit matters. We describe these matters in
our auditors’ report unless law or regulation precludes public disclosure about the matter
or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.



Joint Stock Company Bank CenterCredit
Independent Auditors’ Report
Page 5

From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the separate financial statements of
the current period and are therefore the key audit matters. We describe these matters in
our auditors’ report unless law or regulation precludes public disclosure about the matter
or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditors’ report is:

Assel Urdabayeva

Certified Auditor

of the Republic of Kazakhstan
Auditor’s Qualification Certifi cate
No. M®-0000096 of 27 August 2012

KPMG Audit LLC

State Licence to conduct audit # 0000021 dated 6 December 2006 issued by the Ministry
of Finance of the Republic of Kazakhstan

Sergey Démentyev G : - /
General Djrect rof%ﬁ(jv
acting on the-basis of the-Ch

5 April 2021



JOINT STOCK COMPANY BANK CENTERCREDIT

SEPARATE STATEMENT OF PROFIT OR LOSS FOR THE YEAR ENDED 31 DECEMBER 2020
(in millions of Kazakhstani tenge)

Year ended Year ended

31 December 31 December

Note 2020 2019
Interest income calculated using the effective interest method 122,143 118,203

Interest expense (65,329) (61,837)

Net interest income before expected credit loss allowance on interest-

bearing assets 5 56,814 56,366

Expected credit loss allowance on loans to customers and banks 6 (47,561) (42,537)
Net interest income 9,253 13,829
Fee and commission income 7 24,208 25,748

Fee and commission expense 7 (9,165) (7,636)
Net fee and commission income 15,043 18,112
Net loss/(gain) on financial instruments at fair value through profit or loss 8 (225) 701

Net gain on sale and repayment of financial assets measured at fair value

through other comprehensive income 2,714 1,031
Net foreign exchange gain 9 9,822 5,216

Expected credit loss allowance on other financial assets and due from banks (562) (1,265)
Impairment loss on other non-financial assets 18 (749) -
Charge of provision for credit related commitments (554) 16
Other income 18 13,868 284
Net non-interest income 39,357 24,095
Operating income 48,610 37,924

Operating expenses 10 (38,395) (36,046)
Operating income before income tax 10,215 1,878

Income tax expense 11 (1,647) (381)
Profit for the year 8,568 1,497

These separate financial stz

fi nents as set out on pages 8 to 89 were approved by Management Board on 5 April 2021 and
were signed on its

//// it

Ye.A. Assylbek A.T. Nurgaliyeva
Deputy Chairman of the Chief Accountant
Management Board, member

%' o e, ) <
Chairman ofithe, .
Management Board * . -~

5 April 2021 5 April 2021 5 April 2021
Almaty, Kazakhstan Almaty, Kazakhstan Almaty, Kazakhstan

Explanatory notes as set out on pages 15 to 89 form an integral part of these separate financial statements.



JOINT STOCK COMPANY BANK CENTERCREDIT

SEPARATE STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 31 DECEMBER 2020
(in millions of Kazakhstani tenge)

Year ended Year ended

31 December 31 December

2020 2019

PROFIT FOR THE YEAR 8,568 1,497

OTHER COMPREHENSIVE INCOME

Items that will not be reclassified to profit or loss:
Revaluation of land and buildings 548
Items that are or may be reclassified subsequently to profit or loss:

Net gain resulting on revaluation of investment securities during the period (net of tax —

KZT nil) 4,356 5,024

Reclassification adjustment relating to investment securities disposed of during the

period (net of tax — KZT nil) (2,714) (1,031)
Total items that are or may be reclassified subsequently to profit or loss 1,642 3,993

OTHER COMPREHENSIVE INCOME FOR THE PERIOD, NET OF INCOME

TAX 2,190 3,993

TOTAL COMPREHENSIVE INCOME FOR THE YEAR 10,758 5,490

These separate financial:statements as set out on pages 8 to 89 were approved by Management Board on 5 April 2021 and

wete signed o its'behalf by
//%/ A

A Jdfussainov . 0 o ,’.' Ye.A. Assylbek A.T. Nurgaliyeva
Chdirman ofthe ... . .~ Deputy Chairman of the Chief Accountant
Management Board -~ Management Board, member
5 April 2021 5 April 2021 5 April 2021
Almaty, Kazakhstan Almaty, Kazakhstan Almaty, Kazakhstan

Explanatory notes as set out on pages 15 to 89 form an integral part of these separate financial statements.



JOINT STOCK COMPANY BANK CENTERCREDIT

SEPARATE STATEMENT OF FINANCIAL POSITION FOR THE YEAR ENDED 31 DECEMBER 2020
(in millions of Kazakhstani tenge)

31 December 31 December

Note 2020 2019
ASSETS:
Cash and cash equivalents 12 278,742 158,656
Investment securities 13
Held by the Bank 281,536 138,339
Pledged under loans from banks 24,816 24,730
Due from banks 14 63,426 9,102
Investments in subsidiaries 15 39,138 25,374
Loans to customers and banks 16
Loans to corporate customers 554,326 598,686
Loans to retail customers 498,688 427,685
Current income tax assets 1,254 2,703
Property, plant and equipment and intangible assets 17 37,623 35,555
Other assets 18 64,981 36,944
TOTAL ASSETS 1,844,530 1,457,774
LIABILITIES AND EQUITY
LIABILITIES:
Due to banks and financial institutions 19 116,915 77,585
Customer accounts 20
Due to corporate customers 513,257 414,774
Due to retail customers 676,320 544,463
Debt securities issued 21 110,326 114,597
Deferred income tax liabilities 11 10,904 8,981
Subordinated bonds 22 62,654 61,471
Other liabilities 23 225,138 121,957
TOTAL LIABILITIES 1,715,514 1,343,828
EQUITY:
Charter capital 24 63,436 59,124
Fair value reserve for securities 1,927 285
Property revaluation reserve 1,990 1,442
Retained earnings 61,663 53,095
Total equity 129,016 113,946
TOTAL LIABILITIES AND EQUITY 1,844,530 1,457,774

i \nts as set out on pages 8 to 89 were approved by Management Board on 5 April 2021 and

e

G.A‘T’Khusssii'iio;f- e Ye.A. Assylbek ./ A.T. Nurgaliyeva
Chairman of the Deputy Chairman of the Chief Accountant
Management Board Management Board, member

5 April 2021 5 April 2021 5 April 2021
Almaty, Kazakhstan Almaty, Kazakhstan Almaty, Kazakhstan

Explanatory notes as set out on pages 15 to 89 form an integral part of these separate financial statements.

10



JOINT STOCK COMPANY BANK CENTERCREDIT

SEPARATE STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2020

(in millions of Kazakhstani tenge)

Balance at 1 Janunary 2019

Total comprehensive income

Profit for the year

Other comprehensive income

ltems that ave or may be reclassified
subsequently to profit or loss:

Net change in fair value

Total items that are or may be
reclassified subsequently to profit or
loss

Total other comprehensive income
Total comprehensive income for the
year

Other movements in equity
Transfer of the amount from
revaluation resulting from depreciation
and disposals

Total other movements in equity
Transactions with owners recorded
directly in equity

Treasury shares issued

Total transactions with owners

31 Pecember 2019

Revaluation of

Share Fair value  property, plant Retained
capital reserve  and equipment earnings Total equity
58,170 (3,708) 1,564 51,476 107,502
- - - 1,497 1,497
- 3,993 - - 3,993
- 3.993 - - 3,993
- 3,993 - - 3,993
- 3,993 ~ 1,497 5,490
- - {122) 122 -
- - (122) 122 -
954 - - - 954
954 - - - 934
59,124 285 1,442 53,095 113,946

11



JOINT STOCK COMPANY BANK CENTERCREDIT

SEPARATE STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2020
(in millions of Kazakhstani tenge)

Revaluation of

Share Fair value property, plant Retained

capital reserve  and equipment earnings Total equity
Balance at 1 January 2020 59,124 285 1,442 53,095 113,946
Total comprehensive income
Profit for the year - - - 8,568 8,568
Other comprehensive income
Items that will not be reclassified to
profit or loss:
Revaluation of land and buildings - - 548 - 548
Total items that will not reclassified to
profit or loss - - 548 - 548

Ttems that are or may be reclassified

subsequently to profit or loss:

Net change in fair value - 1,642 - - 1,642
Total items that are or may be

reclassified subsequently to profit or

loss - 1,642 - - 1,642
Total other comprehensive income - 1,642 548 - 2,190
Total comprehensive income for the

year - 1,642 548 8,568 10,758

Transactions with owners recorded
directly in equity

Treasury shares issued 4,312 - - - 4,312
Total transactions with owners 4,312 - - - 4,312
31 December 2020 63,436 1,927 1,990 61,663 129,016

These separate financial statements as set out on pages 8 to 89 were approved by Management Board on 5 April 2021 and

were signed on 1tsb : alf‘by .

\ P Ye.A. Assylbek / A.T. Nurgaliyeva
Chairman of the™:. = = " o Deputy Chairman of the Chief Accountant
Management Board Management Board, member
5 April 2021 5 April 2021 5 April 2021
Almaty, Kazakhstan Almaty, Kazakhstan Almaty, Kazakhstan

Explanatory notes as set out on pages 15 to 89 form an integral part of these separate financial statements.
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JOINT STOCK COMPANY BANK CENTERCREDIT

SEPARATE STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 31 DECEMBER 2020
" (in millions of Kazakhstani tenge)

Year ended Year ended
31 December 31 December
202¢ 2019
CASH FLOWS FROM OPERATING ACTIVITIES
Interest received 115,613 113,859
Interest paid (62,292) (61,764)
Services fee and commission received 24,208 25,748
Services fee and commission paid (8,056) {7,704)
Net (payments on)/proceeds from derivative instrument transactions (225) 691
Net foreign exchange gain 8,430 5,588
Other income/(payments) receipts 762 (1,260)
Dividends received 3,851 1,544
Operating expenses paid (35,591) (33,115}
Cash flow from operating activities before changes in operating assets and
liabilities 46,700 43,587
Change in operating assets:
Financial instruments measured at fair value through profit or loss - 27,187
Due from banks (57,270} 3,461
Loans to customers and banks 40,962 31,798
Other assets (2,525) (246)
Change in operating liabilities:
Financial instruments measured at fair value through profit or loss - (12,668)
Due to banks and financial institutions 39,468 (10,677)
Customer accounts 189,642 (117,835)
Other lizbilities (3,591) 6,199
Cash flows from /(used in) operating activities before tax 253,386 (29,194)
Income tax paid - (1,300)
Net cash flows from/(used in) operating activities 253,386 (30,494)
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from repayment and sale of investment securities 206,687 646,633
Acquisition of investment securities (336,751) (626,902)
Acquisition of property, plant and equipment and intangible assets {6,366) (5,892)
Proceeds from sale of property, plant and equipment 57 181
Contributions to the charter capital of subsidiaries {10,638) (2,123)
Net cash flows (used in)/from investing activities (147,011) 11,897

13



JOINT STOCK COMPANY BANK CENTERCREDIT

SEPARATE STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 31 DECEMBER 2020
(in millions of Kazakhstani tenge)

Year ended Year ended

31 December 31 December

2020 2019

CASH FLOWS FROM FINANCING ACTIVITIES:

Proceeds from treasury shares issued, net 4,312 954
Proceeds from debt securities issued - 34,701
Repurchase and repayment of debt securities issued (8,960) (21,701)
Receipts from subordinated bonds - 400
Repayment of subordinated bonds - (11,879)
Net cash flows (used in)/from financing activities (4,648) 2,475
Effect of changes in foreign exchange rate fluctuations on cash and cash equivalents 18,359 457)
NET INCREASE IN CASH AND CASH EQUIVALENTS 120,086 (16,579)
CASH AND CASH EQUIVALENTS, beginning of the year 158,656 175,235
CASH AND CASH EQUIVALENTS, end of the year (Note 12) 278,742 158,656

These separate financial statements as set out on pages 8 to 89 were approved by Management Board on 5 April 2021 and
were signed on its behalf by:

= AL~

; Khussamov eRy Ye.A. Assylbek A.T. Nurgaliyeva

Chairman'of the -~/ =7/ Deputy Chairmén of the Chief Accountant
Management: Board . « . S Management Board, member

5 April 2021 b 5 April 2021 5 April 2021
Almaty, Kazakhstan Almaty, Kazakhstan Almaty, Kazakhstan

Explanatory notes as set out on pages 15 to 89 form an integral part of these separate financial statements.
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JOINT STOCK COMPANY BANK CENTERCREDIT

NOTES TO THE SEPARATE FINANCIAL STATEMENTSFOR THE YEAR ENDED 31 DECEMBER 2020

1. INTRODUCTION
(a)  Principal activity

JSC Bank CenterCredit (the “Bank™) is a Joint Stock Company, which has been incorporated and carrying out its operations
in the Republic of Kazakhstan since 1988. The Bank is regulated by the legislation of the Republic of Kazakhstan. The
Agency of the Republic of Kazakhstan for Regulation and Development of Financial Market (the “AFM™) is a regulatory

authority of the Bank. The Bank conducts its business under the license number 1.2.25/195/34, renewed on 28 January
2015.

The Bank's principal activity consists of commercial banking activities, trading with securities, foreign currencies and
derivative instruments, loan origination activities and guarantees.

The Bank is a member of the Kazakhstan Deposit Insurance Fund (the “KDIF").
The registered address is 38, Al Farabi Ave., Almaty, Republic of Kazakhstan.
As at 31 December 2020 and 31 December 2019, the Bank had 19 branches in the Republic of Kazakhstan.

As at 31 December 2020 and 2019, the number of ordinary shares was allocated as follows:

31 December 31 December

2020 2019

% Yo

B.R. Baiseitov 52.56 47.93
V.S. Lee 11.43 10.40
D.R. Amankulov 3.71 5.90
Other (individually hold less than 5%) 32.30 35.77
100.00 100.00

During 2020, as part of the additional capitalisation, the Bank placed 14,371,988 ordinary shares for the amount of
KZT 4,311,596,400.

The separate financial statements were authorised for issue by the Management Board of JSC Bank CenterCredit on 5 April
2021,

(b)  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 varying interpretations and frequent changes which together with
other legal and fiscal impediments contribute to the challenges faced by entities operating in Kazakhstan,

The first months of 2020 have seen significant global market turmoil tripgered by the outbreak of the coronavirus. The
World Health Organization declared on 11 March 2020 the coronavirus (COVID-19) outbreak a pandemic. Responding to
the potentially serious threat the COVID-19 presents to public health, for the purpose of protection of life and health of the
citizens, the Government of the Republic of Kazakhstan, pursuant to the legislation of the Republic of Kazakhstan, has
imposed state of emergency throughout the Republic of Kazakhstan for the period from 16 March 2020 to 12 May 2020.

Due to lockdown and business distuption in many countries, global oil demand has drastically decreased leading to
oversupply and sharp fall in oil prices. On 12 April 2020, major global oil producers including Kazakhstan agreed to a
record cut in crude oil production for stabilizing the oil market, which, however, has not been able to reverse the downward
pressure on the oil market. Sharp decrease in oil prices and production volumes resuits in corresponding decrease of oil
producers’ income and payments to the republican budget, which is likely to have major economic and social consequences
and unavoidably affect public sector spending.

As part of execution of Order of the Chairman of the Agency of the Republic of Kazakhstan for Regulation and
Development of the Financial Market No. 167 dated 26 March 2020 “On approval of the procedure of suspension of
repayment of principal debt and interests on loans issued to individuals, small and medium-sized businesses that have
suffered as a result of introduction of the state of emergency”, upon application of borrowers, the Bank provided a deferral
of payment for the period of duration of the state of emergency. This deferral of payment did not result in significant
modification of loans to customers.

15



JOINT STOCK COMPANY BANK CENTERCREDIT

NOTES TO THE SEPARATE FINANCIAL STATEMENTSFOR THE YEAR ENDED 31 DECEMBER 2020

1. INTRODUCTION, CONTINUED

(b)  Kazakhstan business environment, continued

Taking into account the Bank’s current operational and financial performance along with other currently available public
information, within the year ended 31 December 2020, the Bank has analysed the trends of macroeconomic factors, of
which GDP is a key indicator, in estimating expected credit losses on loans to customers, and allocation by credit risk
stages. However, management cannot preclude the possibility that extended lockdown periods, an escalation in severity of
such measures, or a consequential adverse impact of such measures on the economic environment will have an adverse
effect on the Bank in the medium and longer term. The Bank also considers negative development scenarios and is ready
to adapt its operational plans accordingly. The Bank continues to monitor the situations closely and will respond to mitigate
the impact of such events and circumstances as they occur.

The separate financial statements reflect management’s assessment of the impact of the business environment on the

operations and the financial position of the Bank. The future business environment may differ from management’s
assessment,

2. BASIS OF PREPARATION

(a)  Statement of compliance

The accompanying separate financial statements are prepared in accordance with International Financial Reporting
Standards (IFRS). The Bank also prepares consolidated financial statements for the year ended 31 December 2020 in
accordance with IFRS that can be obtained from the Bank’s registered office.

(b)  Basis of measurement

The separate financial statements are prepared on the historical cost basis except that financial instruments at fair value
through profit or loss and at fair value through other comprehensive income are stated at fair value and buildings and
constructions are measured at fair value, which increase is stated in the revaluation property reserve,

(¢}  Functional and presentation currency

The functional currency of the Bank is the Kazakhstan Tenge (KZT) as, being the national currency of the Republic of
Kazakhstan, it reflects the economic substance of the majority of underlying events and circumstances relevant to them.

The KZT is also the presentation currency for the purposes of these separate financial statements,
Financial information presented in KZT is rounded to the nearest million.
(@  Assessment of the Bank’s ability to continue as a going concern

The accompanying separate financial statements have been prepared on assumption that the Bank will continue as a going
concern.

On 15 March 2020 the government of the Republic of Kazakhstan declared a state of emergency that have subsequently
been prolonged to 12 May 2020 in response to the global COVID-19 virus pandemic. A number of restrictions on the
movement of individuals within Kazakhstan have been imposed, in order to reduce the spread of the virus. This has reduced
the normal economic activities of many businesses in the country. Other governments across the world have imposed similar
restrictions in order to limit the impact of the virus, resulting in a significant reduction in global economic activity.

State of emergency and quarantine were introduced, first of all, in the largest cities — Almaty and Nur-Sultan, with
subsequent introduction of this regime throughout Kazakhstan. The bodies of executive power have introduced measures
to restrict movement and contacts of the people by means of temporary suspension of work of educational institutions,
shopping centres, places of public catering, cinemas, sport facilities as well as industrial enterprises, construction facilities,
financial market entities, etc. These events have certain impact on the country’s economy in general, which may result in
its slowdown in mid-term.,
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2. BASIS OF PREPARATION, CONTINUED

(d)  Assessment of the Bank’s ability to continue as a going concern, continued

Under the current economic situation, the Government of the Republic of Kazakhstan is taking a number of supporting
measures to stimulate business activity in the country and growth of consumption:

- as part of the “Economy of simple things” financing programme and a new government programme o support
businesses that have suffered from introduction of quarantine, KZT 1 trillion was allocated to provide preferential
lending of the economy at the interest rate of 8%;

- tax reliefs have been introduced as well as limitations on inspection of small and medium-sized businesses;

- social payments of KZT 42,500 were made to individuals who lost their jobs, including self-employed people and
socially vulnerable groups of population;

- measures have been provided for to grant deferrals in payments to both individuals and economic entities, whose
activity was affected by COVID-19 pandemic.

In accordance with the Resolution of the Management Board of the NBRK dated 19 March 2020, No.39, the Program of
Preferential Lending was approved, which stipulates measures of support to small and medium-sized businesses and
individual entrepreneurs that have been affected by introduction of the state of emergency in the country as a result of
spreading a coronavirus infection. To grant loans through the operator - KSF JSC, the NBRX has allocated KZT 600,000
million, of which KZT 71,000 million represent a limit for the Bank. Business support mechanism was implemented though
granting the concessional loans for replenishment of working capital for a term of up to 12 months.

Pursuant to Joint Order of the Chairman of NBRE. No. 273 of 30 November 2020, a new limit of KZT 93,000 million has
been set for the Bank. On 15 December 2020 the Bank received additional KZT 22,000 million,

Taking into account the current situation in the economy and within the Bank, as well as expected negative implications of
COVID-19 spreading, the Bank has analysed its financial positions under the following scenarios:

- Scenario No.1 implies decrease of an average annual price of BRENT oil up to USD 44 per barrel by the end of 2021;
while exchange rate of the national currency to USD will be KZT 476.09 per USD 1; GDP growth rate - 3.4%, and
inflation rate - 6.7% by the end of 2021;

- Scenario No.2 implies decrease of an average annual price of BRENT oil up to USD 335 per barrel by the end of 2021;
while exchange rate of the national currency to USD will be KZT 538.21 per USD 1; GDP growth rate will be - 3.2%,
and inflation rate will be 8.63% by the end of 2021.

Based on the calculations made under the above-mentioned scenarios, the Bank management has concluded that a range of
possible outcomes in case of negative developments, which have been analysed to form this judgement, does not indicate
that a material uncertainty exists that may cast significant doubt on the Bank’s ability to continue as a going concern.

To continue as a going concern, the Bank keeps carrying out its operations using a remote access and takes measures to
protect health of the employees working on site, including provision of the individual protective devices, observance of
distancing regime, and disinfection of the Bank’s premises. The Bank also ensures organisation of operations of the
functions that process the customer transactions, and uninterrupted functioning of the ATMs, terminals, Internet-banking,
mobile banking, cash collection service, Call-center.

Asset Quality Review (AQR)

During 2019 the NBRK performed the Asset Quality Review (AQR) of the banking sector of the Republic of Kazakhstan.
AQR was performed across 14 largest second-tier banks, which account for 87% of the total assets of the banking sector.

To ensure transparency and objectivity of the review, the NBRK carried out AQR jointly with an international consultant
and independent audit firms. AQR was carried out in accordance with the methodology of the European Central Bank and
in compliance with requirements of the legislation of the Republic of Kazakhstan related to accounting and prudential
regulation,

Based on AQR results, the Bank presented a report, which comprised comments and recommendations on improvement of
business processes, on the basis of which a detailed action plan was prepared that has been agreed by the regulator AFM.
The implementation of the action plan is monitored by the regulator on a quarterly basis.
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2. BASIS OF PREPARATION, CONTINUED
(e)  Use of estimates and judgements

In preparing these separate financial statements, management has made judgement, estimates and assumptions that affect

the application of the Bank’s accounting policies and the reported amounts of assets and liabilities, income and expense.
Actual results may differ from those estimates.

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

Judgements

Information about judgements made in applying accounting policies that have the most significant effects on the amounts
recognised in the separate financial statements is included in the following notes:

- classification of financial assets: assessment of the business model within which the assets are held and assessment
of whether the contractual terms of the financial asset are solely payments of principal and interest on the principal
amount outstanding -- Note 3(£)(i);

- establishing the criteria for determining whether credit risk on the financial asset has increased significantly since
initial recognition, determining methodology for incorporating forward-looking information into measurement of
ECL and selection and approval of models used to measure ECL — Note 4.

Assumptions and estimations uncertainty

Information about assumptions and estimation uncertainties that have a significant risk of resulting in a material adjustment
in the separate financial statements for the year ended 31 December 2020 is included in the following notes:

- impairment of financial instruments: determining inputs into the ECL measurement model, including incorporation
of forward-looking information — Note 4;

- estimates of impairment of loans to customers — Note 16;

- estimates of fair value of foreclosed collateral — Note 18;

- estimates of fair value of financial assets and liabilities for disclosure putposes — Note 31.
) Comparative information

Comparative information is adjusted to conform to changes in presentation of the separate financial statements in the year
ended 31 December 2020,

Reclassifications in the annual financial statements for the previous year

While preparing the separate financial statements of the Bank for the year ended 31 December 2020, management made
certain classifications which affected comparative information, for the purpose of presentation of the financia) statements
for the year ended 31 December 2019. The effects from reclassifications on the corresponding figures may be as follows:

As previously Effect of
reported reclassifications As reclassified
Separate Statement of Financial Position as at 31
December 2019
Due to banks and financial institutions 108,195 (30,610) 77,585
Debt securities issued 83,987 30,610 114,597

3. SIGNIFICANT ACCOUNTING POLICIES

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

(a)  Accounting for investments in subsidiaries in the separate financial statements

Subsidiaries are investees controlled by the Bank. The Bank controls an investee when it is exposed to, or has rights to,
variable returns from its involvement with the investee and has the ability to affect those retumns through its power over the
investee. Investments in subsidiaries are stated at cost in the separate financial statements of the Bank.
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3. SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

(b) Interest income and expense
Effective interest rate

Interest income and expense are recognised in profit or loss using the effective interest method. The ‘effective interest rate’

is the rate that exactly discounts estimated future cash payments or receipts through the expected life of the financial
instrument to;

. the gross carrying amount of the financial asset: or
. the amortised cost of the financial liability

When calculating the effective interest rate for financial instruments other than purchased or originated credit-impaired
assets, the Bank estimates future cash flows considering all contractual terms of the financial instrument, but not expected
credit losses. For purchased or originated credit-impaired financial assets, a credit-adjusted effective interest rate is
calculated using estimated future cash flows including expected credit losses.

The calculation of the effective interest rate includes transaction costs and fees and points paid or received that are an
integral part of the effective interest rate. Transaction costs include incremental costs that are directly attributable to the
acquisition or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount

The “amortised cost’ of a financial asset or financial liability is the amount at which the financial asset or financial liability
is measured on initial recognition minus the principal repayments, plus or minus the cumulative amortisation using the
effective interest method of any difference between that initial amount and the maturity amount and, for financial assets,
adjusted for any expected credit loss allowance.

The ‘gross carrying amount of a financial asset” measured at amortised cost is the amortised cost of a financial asset before
adjusting for any expected credit loss allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or financial liability is calculated on initial recognition of a financial asset or
a financial Hability. In calculating interest income and expense, the effective interest rate is applied to the gross carrying
amount of the asset (when the asset is not credit-impaired) or to the amortised cost of the liability. The effective interest
rate is revised as a result of periodic re-estimation of cash flows of floating rate instruments to reflect movements in market
rates of interest. The effective interest rate is also revised for fair value hedge adjustments at the date amortisation of the
hedge adjustment begins.

However, for financial assets that have become credit-impaired subsequent to initial recognition, interest income is
calculated by applying the effective interest rate to the amortised cost of the financial asset. If the asset is no longer credit-
impaired, then the calculation of interest income reverts to the gross basis.

For financial assets that were credit-impaired on initial recognition, interest income is calculated by applying the credit-
adjusted effective interest rate to the amortised cost of the asset. The calculation of interest income does not revert to a
gross basis, even if the credit risk of the asset improves,

For information on when financial assets are credit-impaired, see (k).

Dividend income is recognised in profit or loss on the date that the dividend is declared.

Presentation

Interest income calculated using the effective interest method presented in the separate statement of profit or loss includes:
. interest on financial assets measured at amortised cost;

. interest on debt instruments measured at FYOCL

Other interest income presented in the separate statement of profit or loss includes interest income on non-derivative debt
financial instruments measured at FVTPL.

Interest expense presented in the separate statement of profit or loss includes:

. financial liabilities measured at amortised cost,
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3. SIGNIFICANT ACCOUNTING POLICIES, CONTINUED
(¢) Fee and commission income and expense

Fee and commission income and expense that are integral to the effective interest rate on a financial asset or financial
liability are included in the effective interest rate (see Note 3(b)).

Other fee and commission income ~ including account servicing fees, investment management fees, sales commission,
placement fees and syndication fees - is recognised as the related services are performed. If a loan commitment is not

expected to result in the draw-down of a loan, then the related loan commitment fee is recognised on a straight-line basis
over the commitment period.

The contract with a customer, which resulted in a financial instrument recognised in the separate financial statements of the
Bank may be partially within the scope of IFRS ¢ and partially within the scope of IFRS 15. In this case, the Bank first

applies IFRS 9 to separate and measure the part of the contract, which is within the scope of IFRS 9 and then applies IFRS
15 to the remaining part of this contract.

Other fee and commission expenses relate mainly to transaction and service fees, which are expensed as the services are
received.

(d) Foreign currency

Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional currency of the Bank at exchange rates at the
dates of the transactions.

Monetary assets and liabilities denominated in foreign currencies at the reporting date are retranslated to the functional
currency at the foreign exchange rate ruling at that date. The foreign currency gain or loss on monetary items is the
difference between amortised cost in the functional currency at the beginning of the period, adjusted for effective interest
and payments during the period, and the amortised cost in foreign currency translated at the exchange rate at the end of the
reporting period.

Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value are retranslated to the
functional currency at the exchange rate at the date that the fair value was determined. Non-monetary items that are
measured in terms of historical cost in a foreign currency are translated using the exchange rate at the date of the transaction.

Foreign currency differences arising on retranslation are recognised in profit or loss, except for differences arising on the
retranslation of available-for-sale equity instruments unless the difference is due to impairment in which case foreign
currency differences that have been recognised in other comprehensive income are reclassified to profit or loss;

The exchange rates used by the Bank in the preparation of the separate financial statements as at year-end are as follows:

31 December 31 December

2020 2019

KZT/EUR 516.79 429
KZT/USD 420,91 382,59

(¢)  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 maturities 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.
Cash and cash equivalents are recognised at amortised cost in the separate statement of financial position.

(f)  Financial instruments
) Classification
On initial recognition, a financial asset is classified as measured at: amortised cost, FVOCI or FVTPL,

A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated as at
FVTPL:

. the asset is held within a business model whose objective is to hold assets to collect contractual cash flows; and

. the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.
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3. SIGNIFICANT ACCOUNTING POLICIES, CONTINUED
()  Financial instruments, continued
(i) Classification, continued

A debt instrument is measured at FVOCI only if it meets both of the following conditions and is not designated as at
FVTPL:

. the asset is held within a business model whose objective is achieved by both collecting contractual cash flows and
selling financial assets; and

. the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

For debt financial assets measured at FVOCI, gains and losses are recognised in other comprehensive income, except for
the following, which are recognised in profit or loss in the same manner as for financial assets measured at amortised cost:

. interest revenue using the effective interest method:
. ECL and reversals; and
. foreign exchange gains and losses.

When a debt financial asset measured at FVOCI is derecognised, the cumulative gain or loss previously recognised in other
comprehensive income is reclassified from equity to profit or loss.

On initial recognition of an equity investment that is not held for trading, the Bank may irrevocably elect to present

subsequent changes in fair value in other comprehensive income. This election is made on an investment-by-investment
basis.

Gains and losses on such equity instruments are never reclassified to profit or loss and no impairment is reco gnised in profit
or loss. Dividends are recognised in profit or loss unless they clearly represent a recovery of part of the cost of the
investment, in which case they are recognised in other comprehensive income. Cumulative gains and losses recognised in
other comprehensive income are transferred to retained eamings on disposal of an investment.

All other financial assets are classified as measured at FVTPL.

In addition, on initial recognition the Bank may irrevocably designate a financial asset that otherwise meets the requirements
to be measured at amortised cost or at FVOCI as at FVTPL if doing so eliminates or significantly reduces an accounting
mismatch that would otherwise arise.

Business model assessment

The Bank makes an assessment of the objective of a business model in which an asset is held at a portfolio level because
this best reflects the way the business is managed and information is provided to management. The information considered
includes:

. the stated policies and objectives for the portfolio and the operation of those policies in practice, In particular,
whether management’s strategy focuses on earning contractual interest revenue, maintaining a particular interest
rate profile, matching the duration of the financial assets to the duration of the liabilities that are funding those assets
or realising cash flows through the sale of the assets;

. how the performance of the portfolio is evaluated and reported to the Bank’s management;

. the risks that affect the performance of the business model (and the financial assets held within that business model)
and how those risks are managed;

. how managers of the business are compensated — e.g. whether compensation is based on the fair value of the assets
managed or the contractual cash flows collected; and

. the frequency, volume and timing of sales in prior periods, the reasons for such sales and its expectations about
future sales activity. However, information about sales activity is not considered in isolation, but as part of an overall
assessment of how the Bank’s stated objective for managing the financial assets is achieved and how cash flows are
realised.

Financial assets that are held for trading or managed and whose performance is evaluated on a fair value basis are measured
at FVTPL because they are neither held to collect contractual cash flows nor held both to collect contractual cash flows and
to sell financial assets,
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3. SIGNIFICANT ACCOUNTING POLICIES, CONTINUED
(f)  Financial instruments, continued
(i) Classification, continued

Assessment whether contractual cash flows are solely payments of principal and interest

For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset on initial recognition.
‘Interest” is defined as consideration for the time value of money and for the credit risk associated with the principal amount
outstanding during a particular period of time and for other basic lending risks and costs (e.g. liquidity risk and
administrative costs), as well as profit margin,

In assessing whether the contractual cash flows are solely payments of principal and interest, the Bank considers the
contractual terms of the instrument. This includes assessing whether the financial asset contains a contractual term that
could change the timing or amount of contractual cash flows such that it would not meet this condition.

In making the assessment, the Bank considers:

o contingent events that would change thé amount and timing of cash flows;

o leverage features;

. prepayment and extension terms;

. terms that limit the Bank’s claim to cash flows from specified assets (e.g. non-recourse asset arrangements);
. features that modify consideration of the time value of money — e.g. periodical reset of interest rates.

A prepayment feature is consistent with the solely payments of principal and interest criterion if the prepayment amouint
substantially represents unpaid amounts of principal and interest on the principal amount outstanding, which may include
reasonable additional compensation for early termination of the contract. In addition, a prepayment feature is freated as
consistent with this criterion if a financial asset is acquired or originated at a premium or discount to its contractual par
amount, the prepayment amount substantially represents the contractual par amount plus accrued (but unpaid) contractual
interest (which may also include reasonable compensation for early termination), and the fair value of the prepayment
feature is insignificant on initial recognition.

Reclassification

Financial assets are not reclassified subsequent to their initial recognition, except in the period after the Bank changes its
business model for managing financial assets.

Financial assets — subsequent measurement, gains and losses

Financial assets at FVTPL These assets are subsequently measured at fair value. Net gains and losses, including any
interest or dividend income, are recognised in profit or loss.

Financial assets at amortised These assets are subsequently measured at amortised cost using the effective interest method. The

cost amortised cost is reduced by impairment losses. Interest income, foreign exchange gains and losses

and impairment are recognised in profit or loss, Any gain or loss on derecognition is recognised in
profit or loss.

Debt investments at FVQCI] These assets are subsequently measured at fair value. Interest income calculated using the effective
interest method, foreign exchange gains and losses and impairment are recognised in profit or loss.
Other net gains and losses are recognised in OCL On derecognition, gains and losses accumulated
in OCI are reclassified to profit or loss.

(i)  Modification of financial assets and financial liabilities

Financial assets

If the terms of a financial asset are modified, the Bank evaluates whether the cash flows of the modified asset are
substantially different. If the cash flows are substantially different (referred to as ‘substantial modification’), then the
contractual rights to cash flows from the original financial asset are deemed to have expired. In this case, the original
financial asset is derecognised and a new financial asset is recognised at fair value plus any eligible transaction costs.
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3. SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

H Financial instruments, continued

(#)  Modification of financial assets and financial liabilities, continued
Financial assets, continued

Any fees received as part of the modification are accounted for as follows:

. fees that are considered in determining the fair value of the new asset and fees that represent reimbursement of
eligible transaction costs are included in the initial measurement of the asset; and

. other fees are included in profit or loss as part of the gain or loss on derecognition.

Changes in cash flows on existing financial assets or financial liabilities are not considered as modification, if they result

from existing contractual terms, e.g. changes in interest rates initiated by the Bank due to changes in the NBRX key rate, if
the loan contract entitles the Bank to do so.

The Bank performs a quantitative and qualitative evaluation of whether the modification is substantial, i.e, whether the cash
flows of the original financial asset and the modified or replaced financial asset are substantially different. The Bank
assesses whether the modification is substantial based on quantitative and qualitative factors in the following order:
qualitative factors, quantitative factors, combined effect of qualitative and quantitative factors. If the cash flows are
substantially different, then the contractual rights to cash flows from the original financial asset deemed to have expired. In
making this evalvation the Bank analogizes to the guidance on the derecognition of financial liabilities.

‘The Bank concludes that the modification is substantial as a result of the following qualitative factors:

. the change in the currency of a financial asset;
. change in collateral or other credit enhancement;
. inclusion of conversion feature.

If cash flows are modified when the borrower is in financial difficulties, then the objective of the modification is usually to
maximise recovery of the original contractual terms rather than to originate a new asset with substantially different terms.
If the Bank plans to modify a financial asset in a way that would result in forgiveness of cash flows, then it first considers
whether a portion of the asset should be written off before the modification takes place (see below for write off policy).
This approach impacts the result of the quantitative evaluation and means that the derecognition ctiteria are not usually met
in such cases. The Bank further performs qualitative evaluation of whether the modification is substantial.

If the modification of a financial asset measured at amortised cost or FVOCI does not result in derecognition of the financial
asset, then the Bank first recalculates the gross carrying amount of the financial asset using the original effective interest
rate of the asset and recognises the resulting adjustment as a modification gain or loss in profit or loss. For floating-rate
financial assets, the original effective interest rate used to calculate the modification gain or loss is adjusted to reflect current
market terms at the time of the modification. Any costs or fees incurred and fees received as part of the modification adjust
the gross carrying amount of the modified financial asset and are amortised over the remaining term of the modified
financial asset,

If such a modification is carried out because of financial difficulties of the borrower (see Note 3(k)), then the gain or loss
is presented together with impairment losses. In other cases, it is presented as interest income calculated using the effective
interest method (see Note 3(b)).

Financial liabilities

The Bank derecognises a financial liability when its terms are modified and the cash flows of the modified liability are
substantially different. In this case, a new financial liability based on the modified terms is recognised at fair value. The
difference between the carrying amount of the financial liability extinguished and the new financial liability with modified
terms is recognised in profit or loss. Consideration paid includes non-financial assets transferred, if any, and the assumption
of liabilities, including the new modified financial liability.

The Bank assesses whether the modification is substantial based on quantitative and qualitative factors in the following
order: qualitative factors, quantitative factors, combined effect of qualitative and quantitative factors. The Bank concludes
that the modification is substantial as a result of the following qualitative factors:
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3. SIGNIFICANT ACCOUNTING POLICIES, CONTINUED
D Financial instruments, continued

(i)  Modification of financial assets and financial Habilities, continued

Financial liabilities, continued

. change the currency of the financial liability;

. change in collateral or other credit enhancement;
. inclusion of conversion feature;

. change the subordination of the financial liability.

For the quantitative assessment the terms are substantially different if the discounted present value of the cash flows under
the new terms, including any fees paid net of any fees received and discounted using the original effective interest rate, is
at least 10 per cent different from the discounted present value of the remaining cash flows of the original financial liability.

If the modification of a financial liability is not accounted for as derecognition, then the amortised cost of the liability is
recalculated by discounting the modified cash flows at the original effective interest rate and the resulting gain or loss is
recognised in profit or loss. For floating-rate financial liabilities, the original effective interest rate used to calculate the
modification gain or loss is adjusted to reflect current market terms at the time of the modification. Any costs and fees
incurred are recognised as an adjustment to the carrying amount of the liability and amortised over the remaining term of
the modified financial liability by re-computing the effective interest rate on the instrument.

(iti)  Derecognition
Financial assets

The Bank derecognises a financial asset when the contractual rights to the cash flows from the financial asset expire, or it
transfers the rights to receive the contractual cash flows in a transaction in which substantially all of the risks and rewards
of ownership of the financial asset are transferred or in which the Bank neither transfers nor retains substantially all of the
risks and rewards of ownership and it does not retain contro] of the financial asset.

On derecognition of a financial asset, the difference between the carrying amount of the asset (or the camrying amount
allocated to the portion of the asset derecognised) and the sum of (i) the consideration received (including any new asset
obtained less any new liability assumed) and (ii) any cumulative gain or loss that had been recognised in other
comprehensive income is recognised in profit or loss.

The Bank enters into transactions whereby it transfers assets recognised on its separate statement of financial position, but
retains either all or substantially all of the risks and rewards of the transferred assets or a portion of them. In such cases, the
transferred assets are not derecognised. Examples of such transactions are securities lending and sale-and-repurchase
transactions,

In transactions in which the Bank neither retains nor transfers substantially all of the risks and rewards of ownership of a
financial asset and it retains control over the asset, the Bank continues to recognise the asset to the extent of its continuing
involvement, determined by the extent to which it is exposed to changes in the value of the transferred asset. Examples of
such transaction are the contracts of rights of claims to loans signed with Kazakhstan Sustainability Fund JSC ”(Note 16).

If the Bank continues recognising asset to the extent of its continuing involvement, the Bank also recognises a related
liability. A transferred assets and liability related to it are measured on the basis, which reflects those rights and lHabilities,
which the Bank has retained. An asset-related lability is measured so that the net carrying amount of the transferred asset
and liability related to it represent an amortised cost of the rights and liabilities retained by the Rank.

The Bank continues recognising income arising on the transferred asset to the extent of its continuing involvement and
recognises expense incurred on the associated liability.

If the transferred asset is measured at amortised cost, the associated financial liability may not be designated as at fair value
through profit or loss.

24



JOINT STOCK COMPANY BANK CENTERCREDIT

NOTES TO THE SEPARATE FINANCIAL STATEMENTSFOR THE YEAR ENDED 31 DECEMBER 2020

3. SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

() Financial instruments, continuned

(iii)  Derecognition, continued

Financial liabilities

The Bank derecognises a financial lability when its contractual obligations are discharged or cancelled, or expire.

(iv)  Fair value measurement principles

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date in the principal, or in its absence, the most advantageous market to which the
Bank has access at that date. The fair value of a lability reflects its non-performance risk.

When available, the Bank measures the fair value of an instrument using quoted prices in an active market for that

instrument. A market is regarded as active if transactions for the asset or liability take place with sufficient frequency and
volume to provide pricing information on an ongoing basis.

When there is no quoted price in an active market, the Bank uses valuation techniques that maximise the use of relevant
observable inputs and minimise the use of unobservable inputs. The chosen valuation technique incorporates all the factors
that market participants would take into account in these circumstances.

The best evidence of the fair value of a financial instrument at initial recognition is normally the fransaction price, i.e., the
fair value of the consideration given or received. If the Bank determines that the fair value at initial recognition differs from
the transaction price and the fair value is evidenced neither by a quoted price in an active market for an identical asset or
liability nor based on a valuation technique that uses only data from observable markets, the financial instrument is initially
measured at fair value, adjusted to defer the difference between the fair value at initial recognition and the transaction price.
Subsequently, that difference is recognised in profit or loss on an appropriate basis over the life of the instrument, but no
later than when the valuation is supported wholly by observable market data or the transaction is closed out. If an asset or
a liability measured at fair value has a bid price and an ask price, the Bank measures assets and long positions at the bid
price and liabilities and short positions at the ask price.

(v)  Repurchase and reverse repurchase agreements

Securities sold under sale and repurchase (repo) agreements are accounted for as secured financing transactions, with the
securities retained in the separate statement of financial position and the counterparty liability included in amounts payable
under repo transactions within balances and loans from banks and financial institations. The difference between the sale
and repurchase prices represents interest expense and is recognised in profit 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 to customers and banks, The difference between the purchase and resale prices represents interest
income and is recognised in profit or loss over the term of the reverse repo agreement using the effective interest method,

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

(v}  Offsetting

Financial assets and liabilities are offset and the net amount presented in the statement of financial position when, and only
when, the Bank currently has a legal right to offset the amounts and intends either to settle on a net basis or to realise the
asset and settle the liability simultaneously. The Bank currently has a legally enforceable right to set off if that right is not
contingent on a future event and enforceable both in the normal course of business and in the event of default, insolvency
or bankruptcy of the Bank and all counterparties.

{g)  Due from banks, loans to customers
‘Due from banks’ and ‘Loans to customers and banks’ captions in the separate statement of financial position include:

. due from banks and loans to customers and banks measured at amortised cost (see Note 3(f)(i)); they are initially
measured at fair value plus incremental direct transaction costs, and subsequently at their amortised cost using the
effective interest method.
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3. SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

(h) Investment securities

The ‘investment securities’ caption in the separate statement of financial position inclides:

. debt investment securities measured at amortised cost; these are initially measured at fair value plus incremental
direct transaction costs, and subsequently at their amortised cost using the effective interest method;

. debt and equity investment securities mandatorily measured at FVTPL or designated as at FVTPL; these are
measured at fair value with changes recognised immediately in profit or loss;

. debt securities measured at FVOCI; and

. equity investment securities designated as at FVOCL

()  Property, plant and equipment and intangible assets
@) Owned assets

Items of property and equipment are stated in the separate financial statements at cost less accumulated depreciation and
impairment losses, except for buildings and constructions, which are stated at revalued amounts as described below.

Where an item of property and equipment comprises major components having different usefill lives, they are accounted
for as separate items of property and equipment.

Buildings and constructions are subject to revaluation on a regular basis, The frequency of revaluation depends on the
movements in the fair values of the buildings being revalued. A revaluation increase on the buildings falling within the
category “Buildings and constructions™ is recognised as other comprehensive income except to the extent that it reverses a
previous revaluation decrease recognised in profit or loss, in which case it is recognised in profit or loss. A revaluation
decrease on the buildings falling within the category “Buildings and constructions” is recognised in profit or loss except to
the extent that it reverses a previous revaluation increase recognised as other comprehensive income directly in equity, in
which case it is recognised in other comprehensive income.

(i)  Intangible assets

Acquired intangible assets are stated in separate financial statements at cost less accumulated amortisation and impairment
losses.

Acquired computer software licenses are capitalised on the basis of the costs incurred to acquire and bring to use the specific
software,

(iii}  Depreciation and amortisation

Depreciation on property, plant and equipment and amortisation on intangible assets 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 internally constructed assets, from the time an asset is completed and ready for use. Land is not depreciated.

Depreciation is charged at the following annual rates:

Buildings and other consfructions 1.25-2.50%
Furniture and computer equipment 5.60-20.00%
Intangible assets 6.67-100.00%

i) Due to banks and financial institutions, deposits and customer accounts, debt securities issued and
subordinated bonds

Due from banks and other financial institutions, deposits and customer accounts, debt securities issned and subordinated
bonds are initially measured at fair value minus incremental direct transaction costs, and subsequently are measured at their
amortised cost using the effective interest method.

(k) Impairment of assets
See also Note 4.

The Bank recognises loss allowances for expected credit losses (ECL) on the foliowing financial instruments that are not
measured at FVTPL:
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(k)  Impairment of assets, continued

. financial assets that are debt instruments;
. financial guarantee contracts issued;

. loan commitments issued; and

. loan commitments issued.

No impairment loss is recognised on equity investments.

The Bank measures loss allowances at an amount equal to lifetime ECLs, except for the following, for which they are
measured as 12-month ECLs:

J debt investment securities that are determined to have low credit risk at the reporting date; and

) other financial instruments (other than lease receivables) on which credit risk has not increased significantly since
their initial recognition (see Note 4),

The Bank considers a debt security to have low credit risk when its credit risk rating is equivalent to the globally understood
definition of ‘investment grade’,

12-month ECL are the portion of ECL that result from default events on a financial instrument that are possible within the

12 months after the reporting date. Financial instruments for which a 12-month ECL is recognised are referred to as ‘Stage
1’ financial instruments.

Lifetime ECLs are the ECLs that result from all possible default events over the expected life of the financial instrument.
Financial instruments, other than purchased or originated credit-impaired assets, for which a lifetime ECL is recognised are
referred to as ‘Stage 2’ financial instruments (if the credit risk has increased significantly since initial recognition, but the

financial instruments are not credit-impaired) and ‘Stage 3’ financial instruments (if the financial instruments are credit-
impaired).

ECL are a probability-weighted estimate of credit losses. They are measured as follows:

. financial assets that are not credit-impaired at the reporting date: as the present value of all cash shortfalls (i.e. the
difference between the cash flows due to the Bank in accordance with the contract and the cash flows that the Bank
expects to receive);

. financial assets that are credit-impaired at the reporting date: as the difference between the gross carrying amount
and the present value of estimated future cash flows;

. undrawn loan commitments: as the present value of the difference between the contractual cash flows that are due
to the Bank if the commitment is drawn down and the cash flows that the Bank expects to receive; and

. financial guarantee contracts: the present value of expected payments to reimburse the holder less any amounts that
the Bank expects to recover.

Restructured financial assets

If the terms of a financial asset are renegotiated or modified or an existing financial asset is replaced with a new one due to
financial difficulties of the borrower, then an assessment is made of whether the financial asset should be derecognised and
ECL are measured as follows:

. If the expected restructuring will not result in derecognition of the existing asset, then the expected cash flows arising
from the modified financial asset are included in calculating the cash shortfalls from the existing asset.

. If the expected restructuring will result in derecognition of the existing asset, then the expected fair value of the new
asset is treated as the final cash flow from the existing financial asset at the time of its derecognition. This amount
is included in calculating the cash shortfalls from the existing financial asset that are discounted from the expected
date of derecognition to the reporting date using the original effective interest rate of the existing financial asset.

Credit-impaired financial assets

At each reporting date, the Bank assesses whether financial assets carried at amortised cost and debt financial assets carried
at FVOCI are credit-impaired. A financial asset is ‘credit-impaired’ when one or more events that have a detrimental impact
on the estimated future cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following observable data:
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(k)  Impairment of assets, continued

Credit-impaired financial assets, continued

. significant financial difficulty of the borrower or issuer;

. a breach of contract such as a default or past due event;

. the restructuring of a loan or advance by the Bank on terms that the Bank would not consider otherwise;
. it is becoming probable that the borrower will enter bankruptcy or other financial reorganisation; or

. the disappearance of an active market for a security because of financial difficulties.

A loan that has been renegotiated due to a deterioration in the borrower’s condition is usually considered to be credit-
impaired unless there is evidence that the risk of not receiving contractual cash flows has reduced significantly and there
are no other indicators of impairment. In addition, a loan that is overdue for 90 days or more is congidered impaired.

In making an assessment of whether an investment in sovereign debt (other financial assets) is credit-impaired, the Bank
considers the following factors:

. The market’s assessment of creditworthiness as reflected in the bond yields.

. The rating agencies’ assessments of creditworthiness.

. The country’s ability to access the capital markets for new debt issuance.

. The probability of debt being restructured, resulting in holders suffering losses through voluntary or mandatory debt
forgiveness.

. The international support mechanisms in place to provide the necessary support as ‘lender of last resort’ to that

country, as well as the intention, reflected in public statements, of governments and agencies to use those
mechanisms. This includes an assessment of the depth of those mechanisms and, irrespective of the political intent,
whether there is the capacity to fulfil the required criteria.

Presentation of allowance for ECL in the separate statement of financial position

Loss allowances for ECL are presented in the separate statement of financial position as follows:

. Sfinancial assets measured at amortised cost: as decrease in carrying amount of these assets;
. loan commitments and financial guarantee contracts: generally, as a provision;
. where a financial instrument includes both a drawn and an undrawn component, and the Bank cannot identify the

ECL on the loan commitment component separately from those on the drawn component (loan issued): the Bank
presents a combined loss allowance for both components. The combined amount is presented as a deduction from
the gross carrying amount of the drawn component (loan issued), Any excess of the loss allowance over the gross
amount of the drawn component (Joan issued) is presented as a provision; and

. debt instruments measured at FVOCIT: no loss allowance is recognised in the separate statement of financial position
because the carrying amount of these assets is their fair value. However, the loss allowance is disclosed and is
recognised in the fair value reserve.

Write-offs

Loans and debt securities are written off (either partially or in full) when there is no reasonable expectation of recovering
a financial asset in its entirety or a portion thereof. This is generally the case when the Bank determines that the borrower
does not have assets or sources of income that could generate sufficient cash flows to repay the amounts subject to the
write-off. This assessment is carried out at the individual asset level.

Recoveries of amounts previously written off are included in ‘impairment losses on debt financial assets’ in the separate
statement of profit or loss and other comprehensive income,

Financial assets that are written off could still be subject to enforcement activities in order to comply with the Bank’s
procedures for recovery of amounts due.
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(k) Impairment of assets, continued

Non-financial assets

Other non-financial assets, other than deferred tax assets, are assessed at each reporting date for any indications of
impairment. The recoverable amount of goodwill is estimated at each reporting date. The recoverable amount of non-
financial assets is the greater of their fair value less costs to sell and value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments
of the time value of money and the risks specific to the asset.

For an asset that does not generate cash inflows largely independent of those from other assets, the recoverable amount is
determined for the cash-generating unit to which the asset belongs. An impairment loss is recognised when the carrying
amount of an asset or its cash-generating unit exceeds its recoverable amount.

All impairment losses in respect of non-financial assets are recognised in profit or loss and reversed only if there has been
a change in the estimates used to determine the recoverable amount. Any impairment loss is reversed only to the extent that
the asset’s carrying amount does not exceed the carrying amount that would have been determined, net of depreciation or

amortisation, if no impairment loss had been recognised in separate financial statements. An impairment loss in respect of
goodwill is not reversed.

Accounts receivable under the joint cooperation agreement were measured at fair value as at the signing date (Note 18),
{a) Provisions

A provision is recognised in the separate statement of financial position when the Bank has a legal or constructive
obligation as a result of a past event, and it is probable that an outflow of economic benefits will be required to settle the
obligation. If the effect is material, provisions are determined by discounting the expected future cash flows at a pre-tax
rate that reflects current market assessments of the time value of money and, where appropriate, the risks specific to the

liability.
{m) Financial guarantees contracts and loan commitments

In the normal course of business, the Bank enters into credit related commitments, comprising undrawn loan commitments,
letters of credit and guarantees, and provides other forms of eredit insurance,

Financial guarantees are contracts that require the Bank to make specified payments to reimburse the holder for a loss that
it incurs because a specified debtor fails to make payment when it is due in accordance with the terms of a debt instrument.
Loan commitments are firm commitments to provide credit under pre-specified terms and conditions.

Financial guarantees issued or commitments to provide a loan at a below-market interest rate are initially measured at fair
value. Subsequently they are measured at the higher of the loss allowance determined in accordance with IFRS 9 and the

amount initially recognised less, when appropriate, the cumulative amount of income recognised in accordance with the
principles of IFRS 15.

The Bank has issued no loan commitments that are measured at FVTPL. For other loan commitments: the Bank recognises
loss allowance.

(n}  Share capital
(4] Ordinary shares

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

(i)  Preference shares
Preference share capital that is non-redeemable and carries no mandatory dividends is classified as equity.
(it}  Repurchase of shave capital

When share capital recognised as equity is repurchased, the amount of the consideration paid, including directly attributable
costs, is recognised as a decrease in equity.

(ivi  Dividends
The ability of the Bank to declare and pay dividends is subject to the rules and regulations of the Kazakhstan legislation,

Dividends in relation to ordinary shares are reflected as an appropriation of retained earnings in the period when they are
declared.
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(o) Taxation

Income tax comprises current and deferred tax. Income tax is recognised in profit or loss except to the extent 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 directly within equity.

Current tax

Current tax expense is the expected tax payable on the taxable income for the year, using tax rates enacted or substantially
enacted at the reporting date, and any adjustment to tax payable in respect of previous years. Current tax payable also
includes any tax lability arising from dividends.

Deferred tax

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 for the following
temporary differences:

- initial recognition of goodwill not deductible for tax purposes;

- temporary differences related to the initial recognition of assets or liabilities in a transaction that is not a business
combination and that affects neither accounting nor taxable profit or loss;

- temporary differences related to investments in subsidiaries, associates and joint arrangements to the extent that the
Bank is able to control the timing of the reversal of the temporary differences and it is probable that they will not
reverse in the foreseeable future.

Deferred tax assets are recognised for unused tax losses, unused tax credits and deductible temporary differences to the
extent that it is probable that future taxable profits will be available against which they can be used. Future taxable profits
are determined based on the reversal of relevant taxable temporary differences. Deferred tax assets are reviewed at each
reporting date and are reduced to the extent that it is no longer probable that the related tax benefit will be realised; such
reductions are reversed when the probability of future taxable profits improves.

Unrecognised deferred tax assets are reassessed at each reporting date and recognised to the extent that it has become
probable that future taxable profits will be available against which they can be used.

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. The measurement of deferred tax
reflects the tax consequences that would follow the manner in which the Bank expects, at the end of the reporting period,
to recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax assets and liabilities,
and they relate to income taxes levied by the same tax authority on the same taxable entity, or on different tax entities, but
they intend to settle current tax liabilities and assets on a net basis or their tax assets and Habilities will be realised
simultaneously.

(p) Segment reporting

An operating segment is a component of the Bank that engages in business activities from which it may earn revenues and
inour expenses (including revenues and expenses relating to transactions with other components of the Bank); whose
operating results are regularly reviewed by the chief operating decision maker to make decisions about resources to be
allocated to the segment and assess its performance, and for which discrete financial information is available.

{q) Leases

At inception of a contract, the Bank assesses whether a contract is, or containg, a lease. A contract is, or contains, a lease if
the contract conveys the right to control the use of an identified asset for a period of time in exchange for consideration. To
assess whether a contract conveys the right to control the use of an identified asset, the Bank uses the definition of a lease
in IFRS 16.
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(q)  Leases, continued

As a lessee

At commencement or on modification of a contract that contains a lease component, the Bank allocates the consideration
in the contract to each lease component on the basis of its relative stand-alone prices. The Bank recognises a right-of-use
asset and a lease liability at the lease commencement date. The right-of-use asset is initially measured at cost, which
comprises the initial amount of the lease liability adjusted for any lease payments made at or before the commencement
date, plus any initial direct costs incurred and an estimate of costs to dismantle and remove the underlying asset or to restore
the underlying asset or the site on which it is located, less any lease incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date to the end
of the lease term, unless the lease transfers ownership of the underlying asset to the Bank by the end of the lease term or
the cost of the right-of-use asset reflects that the Bank will exercise a purchase option. In that case the right-of-use asset
will be depreciated over the useful life of the underlying asset, which is determined on the same basis as those of property

and equipment. In addition, the right-of-use asset is periodically reduced by impairment losses, if any, and adjusted for
certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement
date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily determined, the Bank’s
incremental borrowing rate. Generally, the Bank uses its incremental borrowing rate as the discount rate.

The Bank determines its incremental borrowing rate by obtaining interest rates from various external and internal sources
and makes certain adjustments, if necessary, to reflect the terms of the lease and type of the asset leased.

As a lessee

The lease lability is measured at amortised cost using the effective interest method. It is remeasured when there is a change
in future lease payments arising from a change in an index or rate, if there is a change in the Bank’s estimate of the amount
expected to be payable under a residual value guarantee, if the Bank changes its assessment of whether it will exercise a
purchase, extension or termination option or if there is a revised in-substance fixed lease payment,

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount of the right-
of-use asset, or is recorded in profit or loss if the carrying amount of the right-of-use asset has been reduced to zero.

However, for the leases of property the Bank has elected not to separate non-lease components and account for the lease
and non-lease components as a single lease component.

The lease term ends within 12 months of the date of initial application, such leases do not contain extension options, and
the Company will not be subject to significant economic penalties, if the Company fails to extend lease for the subsequent
12-month term.

(r)  New standards and interpretations not yet adopted

A number of new standards and amendments to standards are effective for annual periods beginning after 1 January 2021
and earlier application is permitted. However, the Bank has not early adopted them in the preparing these separate financial
statements.

Interest Rate Benchmark Reform — Phase 2 (Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16)

The Phase 2 amendments provide practical relief from certain requirements in the standards. These reliefs relate to
modifications of financial instruments, lease contracts or hedging relationships when a benchmark interest rate in a contract
is replaced with a new alternative benchmark rate. When the basis for determining the contractual cash flows of a financial
instrument is changed as a direct consequence of interest rate benchmark reform and is made on an economically equivalent
basis, the Phase 2 amendments provide a practical expedient to update the effective interest rate of a financial instrument
before applying the existing requirements in the standards. The amendments also provide an exception to use a revised
discount rate that reflects the change in interest rate when remeasuring a lease liability because of a lease modification that
is required by interest rate benchmark reform. Finally, the Phase 2 amendments provide a series of reliefs from certain
hedge accounting requirements when a change required by interest rate benchmark reform occurs to a hedged item and/or
hedging instrument and consequently the hedge relationship can be continued without any interruption.

Other standards

The following new or amended standards are not expected to have a significant impact on the Bank’s financial statements.
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(r)  New standards and interpretations not yet adopted, continued

Other standards, continued

- Reference to Conceptual Framework (Amendments to IFRS 3).

- COVID-19-Related Rent Concessions (Amendment to IFRS 1 ).

- Classification of Liabilities as Current or Non-current (Amendments to IAS 1 ).
- Onerous contracts — Cost of Fulfilling a Contract (Amendments to IAS 37}

- IFRS 17 Insurance Contracts and Amendments to IFRS 17 Insurance Contracts.

- Property, Plant and Equipment: Proceeds before Intended Use (Amendments to IAS 16).

4. FINANCIAL RISK REVIEW

This note presents information about the Bank’s exposure to financial risks. For information on the Bank’s financial risk
management framework, see Note 26 in the separate financial statements of the Bank for the year ended 31 December 2020,

Credit risk - Amounts arising from ECL
See accounting policy in Note 3(k).
Significant increase in credit risk

When determining whether the risk of default on a financial instrament has increased significantly since initial recognition,
the Bank considers reasonable and supportable information that is relevant and available without undue cost or effort. This
includes both quantitative and qualitative information and analysis, based on the Bank’s historical experience and expert
credit assessment and including forward-looking information,

The objective of the assessment is to identify whether a significant increase in credit risk has occurred for an exposure by
comparing:

. the remaining lifetime probability of default (PD) as at the reporting date; with

. the remaining lifetime PD for this point in time that was estimated at the time of initial recognition of the exposure
(adjusted where relevant for changes in prepayment expectations).

The Bank uses three criteria for determining whether there has been a significant increase in credit risk:
. quantitative test based on movement in probability of default (PD);

. qualitative indicators; and

. backstop of 30 days past due.

Credit risk grades

The Bank allocates each exposure to a credit risk grade based on a variety of data that is determined to be predictive of the
risk of default and applying experienced credit judgement. Credit risk grades are defined using qualitative and quantitative
factors that are indicative of risk of default. These factors vary depending on the nature of the exposure and the type of
borrower.

Credit risk grades are defined and calibrated such that the risk of default occurring increases exponentially as the credit risk
deteriorates so, for example, the difference in risk of default between credit risk grades 1 and 2 is smaller than the difference
between credit risk grades 2 and 3.

Each exposure is allocated to a credit risk grade at initial recognition based on available information about the borrower.
Exposures are subject to ongoing monitoring, which may result in an exposure being moved to a different credit risk grade.
The monitoring typically involves use of the following data.
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Credit risk - Amounts arising from ECL, continued
Significant increase in credit risk, continued

Credit risk grades, continued

Corporate exposure All exposures (corporate and retail exposures)

¢ Information obtained during periodic review of | ® Payment record — this includes overdue status.
borrower files — e.g. audited financial statements,
management accounts, budgets and projections.
Examples of areas of particular focus are: gross profit
margins, financial leverage ratios, debt service
coverage, compliance with covenants, quality of
management, senior management changes;

* Data from credit reference agencies, press articles, | o  Utilisation of the granted limit.

changes in external credit ratings; » Requests for and granting of forbearance.
* Quoted bond and credit default swap (CDS) prices for | ¢ Existing and forecast changes in business, financial
the issuer where available; and economic conditions.

» Actual and expected significant changes in the
political, regulatory and technological environment of
the borrower or in its business activities.

Generating the term structure of PD

Credit risk grades are a primary input into the determination of the term structure of PD for exposures. The Bank collects
performance and default information about its credit risk exposures analysed by jurisdiction or region, type of product and
borrower as well as by credit risk grading.

The Bank employs statistical models to analyse the data collected and generate estimates of the remaining lifetime PD of
exposures and how these are expected to change as a result of the passage of time.

This analysis includes the identification and calibration of relationships between changes in default rates and changes in
key macro-economic factors as well as in-depth analysis of the impact of certain other factors (e.g. forbearance experience)
on the risk of default. For most exposures, key macro-economic indicator is likely to be GDP growth.

The Bank uses expert judgment in assessment of forward-looking information. This assessment is based also on extermal
information (see discussion below on incorporation of forward-looking information). The Bank then uses these forecasts
to adjust its estimates of PDs.

Determining whether credit risk has increased significantly

The criteria for determining whether credit risk has increased significantly vary depending on different types of lending, in
particular between corporate and retail, as well as by portfolio and include both quantitative changes in PDs and qualitative
factors, including a backstop based on delinquency.

The credit risk of a particular exposure is deemed to have increased significantly since initial recognition if, based on the
Bank’s modelling, it is determined that there are the objective factors resulting in the deterioration of financial and economic
position of the counteragent. When determining whether credit risk has increased significantly, remaining lifetime ECLs
are adjusted for changes in maturity.

The credit risk may also be deemed to have increased significantly since initial recognition based on qualitative factors
linked to the Bank’s credit risk management processes that may not otherwise be fully reflected in its guantitative analysis
on a timely basis. This will be the case for exposures that meet certain heightened risk criteria, such as placement on a
watch list, restructuring feature that results in transfer to Stage 3. Such qualitative factors are based on its expert judgement
and relevant historical experience.

As a backstop, the Bank considers that a significant increase in credit risk occurs no later than when an asset is more than
30 days past due or, for inter-bank amounts owe and securities, more than 7 days past due. Days past due are determined
by counting the number of days since the earliest elapsed due date in respect of which full payment has not been received.
Due dates are determined without considering any grace period that might be available to the borrower.
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Credit risk - Amounts arising from ECL, continued
Significant increase in credit rish, continued
Determining whether credit risk has increased significantly, continued

If there is evidence that there is no longer a significant increase in credit risk relative to initial recognition, then the loss
allowance on an instrument returns to being measured as 12-month ECL. Some qualitative indicators of an increase in
credit risk, such as delinquency of forbearance, may be indicative of an increased risk of default that persists after the
indicator itself has ceased to exist. In these cases the Bank determines a probation period during which the financial asset
is required to demonstrated good behaviour to provide evidence that its credit risk has declined sufficiently. When
contractual terms of a loan have been modified, evidence that the criteria for recognising lifetime ECL are no longer met
includes history of up-to-date payment performance against the modified contractual terms.

The Bank monitors the effectiveness of the criteria used to identify significant increases in credit risk by regular reviews to
confirm that

. the criteria are capable of identifying significant increases in credit risk before an exposure is in default;

. the criteria do not align with the point in time when an asset becomes 30 days past due;

. the average time between the identification of a significant increase in credit risk and default appears reasonable;

. credit risk exposures are not transferred directly from a portfolio for which a loss allowance is recognised in the

amount of 12-month ECL measurement (Stage 1) to portfolio of credit-impaired assets (Stage 3);

. there is no unwarranted volatility in value of allowance for expected credit losses from transfers of credit risk
exposure from the portfolio, for which allowance for expected credit losses is recognised in the amount of 12-month

ECL (Stage 1) to the portfolio, under which allowance for expected credit losses is recognised in the lifetime ECL
{Stage 2).

Modified financial assets

The contractual terms of a loan may be modified for a number of reasons, including changing market conditions and other
factors not related to a current or potential credit deterioration of the customer. An existing loan whose terms have been
modified may be derecoguised and the renegotiated loan recognised as a new loan at fair value in accordance with the
accounting policy set out in Note 3(f)(ii).

When the terms of a financial asset are modified and the modification does not result in derecognition, the determination
of whether the asset’s credit risk has increased significantly reflects comparison of:

. its remaining lifetime PD at the reporting date based on the modified terms; with
. the remaining lifetime PD estimated based on data at initial recognition and the original contractual terms.

When modification results in derecognition, a new loan is recognised and allocated to Stage 1 (assuming it is not credit-
impaired at that time).

The Bank renegotiates loans to customers in financial difficulties (referred to as ‘forbearance activities’} to maximise
collection opportunities and minimise the risk of default. Under the Bank’s forbearance policy, loan forbearance is granted
on a selective basis if the counterparty is currenily in default on its debt or if there is a high risk of default, there is evidence
that the debtor made all reasonable efforts to pay under the original contractual terms and the debtor is expected to be able
to meet the revised terms,

The revised terms usually include extending the maturity, changing the timing of interest payments and amending the terms
of loan covenants, Both retail and corporate loans are subject to the forbearance policy.

For financial assets modified as part of the Bank’s forbearance policy, the estimate of PD reflects whether the modification
has improved or restored the Bank’s ability to collect interest and principal and the Bank’s previous experience of similar
forbearance action. As part of this process, the Bank evaluates the borrower’s payment performance against the modified
contractual terms and considers various behavioural indicators.

Generally, forbearance is a qualitative indicator of a significant increase in credit risk and an expectation of forbearance
may constitute evidence that an exposure is credit-impaired (see Note 3(k)). A customer needs to demonstrate consistently
good payment behaviour over a period of time before the exposure is no longer considered to be credit-impaired/in default
or the PD is considered to have decreased such that the loss allowance reverts to being measured at an amount equal to
12-month ECL.
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4. FINANCIAL RISK REVIEW, CONTINUED
Credit risk - Amounts arising from ECL, continued
Significant increase in credit risk, continued

Definition of default

The Bank considers a financial asset to be in default when:

. the borrower is unlikely to pay its credit obligations to the Bank in full, without recourse by the Bank to actions such
as realising security (if any is held); or

. the borrower is past duc more than 90 days on any material credit obligation to the Bank;

. it is becoming probable that the borrower will restructure the asset as a result of bankruptcy due to the borrower’s
inability to pay its credit obligations.

In assessing whether a borrower is in default, the Bank considers indicators that are:

. qualitative — e.g, breaches of covenant;
. quantitative — e.g. overdue status and non-payment on another obligation of the same issuer to the Bank; and
. based on data developed internally and obtained from extermal sources.

Inputs into the assessment of whether a financial instrument is in default and their significance may vary over time to reflect
changes in circumstances.

Incorporating of forward-looking information

The Bank incorporates forward-looking information into both its assessment of whether the credit risk of an instrument has
increased significantly since its initial recognition and its measurement of ECL. The Bank uses expert judgment in
assessment of forward-looking information. This estimate is also based on information obtained from external sources.

The Bank has identified and documented key drivers of credit risk and credit losses for each portfolio of financial

instruments and, using an analysis of historical data, has estimated relationships between macro-economic variable and
credit risk and credit losses, The key driver is GDP forecast.

Predicted relationships between the key indicator and default and loss rates on various portfolios of financial assets have
been developed based on analysing historical data over the past 5 years.

ECL measurement

The key inputs into the measurement of ECL are the term structure of the following variables:
. probability of defanit (PD};

. loss given default (1.GD);

. exposure at default (EAD).

ECL for exposures in Stage 1 is calculated by multiplying the 12-month PD by LGD and EAD.

These parameters are generally derived from internally developed statistical models and other historical data. They are
adjusted to reflect forward-looking information as described above,

PD estimates are estimates at a certain date, which are caloulated separately for each loan portfolio (finance lease
receivables), based on Roll Rate model (Markov chains) applied to the loan portfolios with similar credit risk characteristics.
The probability of transition of loan portfolio’s segment from one ‘past due’ stage to stage 3 (default) is determined with
the nse of migration matrices based on historical data. Depth of historical data has to be a least 60 periods. Adjustment
average transition matrix will be made, with economic conditions taken into account, by standard normal distribution of an
average matrix of each segment and z-criterion of macroeconomic factor. A macroeconomic factor is GDP growth. Official
statistics data (official websites of regulatory authority, statistics agencies of the Republic of Kazakhstan) are used as inputs
for estimates with economic conditions taken into account. PDs are estimated considering the contractual maturities of
exposures and estimated prepayment rates.
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4.  FINANCIAL RISK REVIEW, CONTINUED
Credit risk - Amounts arising from ECL, continued
Significant increase in credit visk, continued

ECL measurement, continued

The Bank estimates LGD parameters based on the history of recovery rates of claims against defaulted counterparties. The
LGD models consider the structure, collateral, seniority of the claim, counterparty industry and recovery costs of any
collateral that is integral to the financial asset. LGD estimates are recalibrated for different economic scenarios and, for real
estate lending, to reflect possible changes in property prices. They are calculated on a discounted cash flow basis using the
effective interest rate as the discounting factor.

EAD represents the expected exposure as at the date of default, The Bank derives the EAD from the current exposure to
the counterparty and potential changes to the current amount allowed under the contract, including unwinding of discounts
and bonuses. The EAD of a financial asset is its gross carrying amount at the time of default. For lending commitments and
financial guarantees, the EAD includes the amount drawn, as well as potential future amounts that may be drawn under the
contract, which are estimated based on historical observations and forward-looking forecasts. For financial guarantees, the
EAD represents the guarantee exposure when the financial guarantee becomes payable.

As described above, and subject to using a maximum of a 12-month PD for Stage 1 financial assets, the Bank measures
ECL considering the risk of default over the maximum contractual period (including any borrower’s extension options)
over which it is exposed to credit risk, even if, for credit risk management purposes, the Bank considers a longer period.

Where modelling of a parameter is carried out on a collective basis, the financial instruments are grouped on the basis of
shared risk characteristics that include:

. instrument type;
. credit assets segmentation;
. restructuring indicators.

The groupings are subject to regular review to ensure that exposures within a particular group remain appropriately
homogenecus.

For portfolios in respect of which the Bank has limited historical data, external benchmark information is used to
supplement the internally available data. The portfolios for which external benchmark information represents a significant
input into measurement of ECL ate as follows.

External benchmarks used

Carrying amount

31 December 2020 PD LGD
T0%;
Cash and cash equivalents 278,742 0% - if the Government of
the Republic of Kazakhstan
Due from banks 63,426 Moody’s default study acts as a counterparty
LGD for investment

securities, whose issuers are

financial institutions is

equal to 70%, for other
companies LGD is based on
the history of recovery rates

depending on rating;

0% - if the Government of
the Republic of Kazakhstan

Investment securities 306,352 Moody’s default study acts as a counterparty
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4. FINANCIAL RISK REVIEW, CONTINUED
Credit risk - Amounts arising from ECL, continued

Credit guality analysis

The following table sets out information about the credit quality of financial assets measured at amortised cost, FVOCI

investment securities as at 31 December 2020. Unless specially indicated, for financial assets, the amounts in the table
represent gross carrying amounts.

Explanation of the terms: Stage 1, Stage 2, Stage 3, and POCI are included in Note 3k}
31 December 2020

Stage 1 Stage 2 Stage 3
12-month Lifetime ECL of Lifetime ECL
expected credit assets not credit- for credit-
losses impaired impaired assets Total
Cash and cash equivalents
- rated from AA-to AA+ 14,589 - - 14,589
- rated from A- to A+ 14,131 - - 14,131
- rated from BBB- to BBB+ 188,835 - - 188,835
- rated from BB- to BB+ 2,212 - - 2,212
- rated from B- to B+ 1,922 - - 1,922
- not rated 145 - - 145
221,834 - - 221,834
Loss allowance (68) - - (68)
Total cash and cash equivalents
(less cash on hand) 221,766 - - 221,766
31 December 2020
Stage 1 Stage2 Stage 3
12-month Lifetime ECL of Lifetime ECL
expected credit assets not credit- for credit-
losses impaired impaired assets Total
Investment securities measured at amortised cost
- rated from AAA- to AAA+ 7,007 - - 7,097
- rated from BBB- to BBB+ 3,160 - - 3,160
10,257 - - 10,257
Loss allowance - - - -
Total investment securities measured at amortised
cost 10,257 - - 10,257
Investment securities measured at FVOCI - debt
- rated from AAA-to AAAT 13,480 - - 13,480
- rated from BBB- to BBB+ 265,190 - - 265,190
- rated from BB- to BB+ 10,727 “ - 10,727
- rated from B- to B+ 6,400 - - 6,400
Total investment securities measured at FVOCI —
debt 295,797 - - 295,797
Loss allowance {90) - - (90)
Gross carrying amount of investment securities
measured at FYOC] - debt 293,703 - - 293,703
Due from banks
- rated from AA- to AA+ 5,292 - - 5,292
- rated from BBB- to BBB+ 58,073 - - 58,073
- not rated 69 - - 69
63,434 - - 63,434
Loss allowance 3) - - &
Total due from banks 63,426 - - 63,426
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4,  FINANCIAL RISK REVIEW, CONTINUED

Credit risk - Amounts arising from ECL, continued

Credit quality analysis, continued

31 December 2020
Stage 1 Stage 2 Stage 3 Originated
12-menth  Lifetime ECL  Lifetime ECL:  credit-impaired
expected of assets not for credit- financial assets
credit losses credit-impaired impaired assets (POCI- assets) Total
Loans to corporate customers measured
at amortised cost
Not overdue loans 327,155 62,568 146,760 9,650 546,133
Overdue loans
- overdue less than 30 days 1,819 230 9,719 1,383 13,151
- overdue 31-60 days - 1,254 2,110 - 3,364
- overdue 61-90 days - 45 874 - 919
overdue 91-180 days - - 6,273 - 6,273
- pverdue more than 180 days - - 33,785 - 33,785
328,974 64,097 199,521 11,033 603,625
Loss allowance (1,212) (5,792) (81,900) - (88,904)
Total loans to corporate customers
measured at amortised cost 327,762 58,305 117,621 11,033 514,721
Loans to individuals measured at
amortised cost
Not overdue Joans 429,444 25,027 4,939 - 459,410
QOverdue loans
- overdue less than 30 days 5,730 2,514 872 - 9.116
- overdue 31-60 days - 3,935 1,625 - 5,560
- overdue 61-90 days - 1,471 1,003 - 2,474
overdue 91-180 days - - 9,280 - 9,280
- overdue more than 180 days - - 36,719 - 36,719
435,174 32,947 54,438 - 522,559
Loss allowance (4,281) (1,025) (18,565) - (23,871)
Total loans to individuals measured at
amortised cost 430,893 31,922 35,873 - 498,688
Loans under reverse repurchase
agreements
Reverse repo 38,853 - - - 38,853
Loss allowance - - - - -
Total loans under reverse repo
agreements 33,853 - - - 38,853
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4.  FINANCIAL RISK REVIEW, CONTINUED

Credit risk - Amounts arising from ECL, continued

Credit quality analysis, continned

Cash and cash equivalents
- rated from AA-to AA+

- rated from A- to A+

- rated from BBB- to BBB+
- rated from BB- to BB+

- rated from B- to B+

- not rated

Loss allowance
Total cash and cash equivalents
(less cash on hand)

Investment securities measured at amortised cost

- rated from BBB- to BBB+

Loss allowance

Total investment securities measured at amortised

cost

Investment securities measured at FYOCI - debt

- rated from AA- to AA+
- rated from BBB- to BBB+
- rated from BB- to BB+

Total investment securities measured at FVOCI -

debt

Loss allowance

Gross carrying amount of investment securities

measured at FVOCI - debt

Due from banks
- rated from AA- to AA+
- rated from BBB- to BBB+

- not rated

Loss allowance

Total due from banks

31 December 2019
Stage 1 Stage 2 Stage 3
12-month Lifetime ECL of Lifetime ECL
expected credit assets not credit- for credit-
losses impaired impaired assets Total
7,822 - - 7,822
25,373 - - 25,373
49,885 - - 49,885
3,929 - - 3,929
5,836 - - 5,836
518 - - 518
93,363 - - 93,363
(155) - - (155)
93,208 - - 93,208
31 December 2019
Stage 1 Stage 2 Stage 3
12-month Lifetime ECL of Lifetime ECL
expected credit assets not credit- for credit-
losses impaired impaired assets Total
2,529 - - 2,529
2,529 - - 2,529
2,529 - - 2,529
9,760 - - 9,760
124,087 - - 124,087
26,330 - - 26,330
160,177 - - 160,177
(146) - - (146)
159,973 - - 159,973
3,126 - - 3,126
5,934 - - 5,934
50 - - 50
9,110 - - 9,110
(8 - - ®
9,102 - - 9,102
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4.  FINANCIAL RISK REVIEW, CONTINUED
Credit risk - Amounts arising from ECL, continued

Credit quality analysis, continued

31 December 2019
Stagel Stage 2 Stage 3 Originated
12-month  Lifetime ECL.  Lifetime ECL  credit-impaired
expected of assets not for credit- financial assets
credit losses credit-impaired impaired assets (POCI- assets) Total
Loans to corporate customers measured
at anmortised cost
Not overdue loans 325,255 72,960 169,598 1,712 569,525
Overdue loans
- overdue less than 30 days 1,853 476 14,915 an 17,545
- overdue 31-60 days - 3,642 3,07 - 6,713
- overdue 61-90 days - 52 3,701 - 3,753
overdue 91-180 days - - 2,119 - 2,119
- overdue more than 180 days - - 29,743 - 29,743
327,108 77,130 223,147 2,013 629,398
Loss allowance (1,084) (2,667) (80,771) - (84,522)
Total loans to corporate customers
measured at amortised cost 326,024 74,463 142,376 2,013 544,876
Loans to individuals measured at
amortised cost
Not overdue loans 343,304 28,647 6,462 - 378,410
Overdue loans
- overdue less than 30 days 7,029 2,285 2,079 - 11,393
- overdue 31-60 days - 3,050 543 - 3,593
- overdue 61-90 days - 2,300 552 - 2,852
overdue 91-180 days - - 5,230 - 5,230
- overdue more than 180 days - - 51,439 - 51,439
356,330 36,282 66,305 - 452,917
Loss allowance (1,961) (1,286) (21,985) - (25,232)
Total loans to individuals measured at
amortised cost 348,369 34,996 44,320 - 427,685
Loans under reverse repurchase
agreements
Reverse repo agreements 53,051 - - - 53,051
Loss allowance - - - - -
Total loans under reverse repo
agreements 53,051 - - - 53,051

40



JOINT STOCK COMPANY BANK CENTERCREDIT

NOTES TO THE SEPARATE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2020

5. NET INTEREST INCOME

Year ended Year ended
31 December 31 December
2020 2019
Interest income calculated using the effective interest rate method:
Interest income on financial assets recorded at amortised cost:
- interest income on assets not credit-impaired 94,995 88,047
- interest income on credit-impaired assets 10,895 18,846
Interest income on financial assets measured at fair value through other
comprehensive income 16,253 11,310
Total interest income calculated using the effective interest rate method 122,143 118,203
Interest income on financial assets recorded at amortised cost comprises:
Interest on loans to customers and banks 101,630 103,207
Interest on investment securities measured at amortised cost 237 1,079
Penaltics on loans to customers and banks 657 1,164
Interest on due from banks 3,366 1,443
105,890 106,893
Total interest income 122,143 118,203
Interest expense:
Interest expense on financial liabilities recorded at amortised cost (65,329) (61,837)
Total interest income (65,329) (61,837)
Interest expense on financial liabilities recorded at amortised cost:
Interest on customer accounts (42,777) (37,936)
Interest on debt securities issued (11,364) (8,960)
Interest on due to banks and financial institutions (4,003) (7,304)
Interest on subordinated bonds (7,185) (7,637)
Total interest expense on financial liabilities recorded at amortised cost {65,329) (61,837)
56,814 56,366
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6. CHARGE OF EXPECTED CREDIT L.OSS ALLOWANCE FOR INTEREST BEARING ASSETS

Years ended

31 December 2019 and 2020

1 January 2019
Charge/(recovery) of allowance*

New financial assets originated or
purchased*

Effect of unwinding of discount™**
Write-off of assets

Recovery of assets

previously written-off

Foreign exchange difference

31 December 2619

1 January 2020
Charge/(recovery) of allowance*

New financial assets originated or
purchased*®

Effect of unwinding of discount**
Write-off of assets

Writing off of previously charged
effect of unwinding of discount on
gross basis

Recovery of assets
previously written-off
Foreign exchange difference
31 December 2020

Small- and Total loans to
medium-sized Business customers and
Corporate loans enterprises  Mortgage loans  Consumer loans development Car loans Loans te banks banks
95,440 10,752 8,524 9,189 8,795 466 25 133,191
22,580 1,637 7,162 4,877 3,610 (35} (20) 39,811
434 238 10 2,018 21 - 5 2,726
3,755 506 53 236 323 1 - 4,874
(44,041) (4,879) (7,667) (6,592) {6,154} (374) - (69,707)
273 145 413 384 135 40 - 1,390
(2,253) (65) (68) (83) 51 4] - (2,521)
76,188 8,334 8,427 10,029 6,079 97 10 109,764
76,188 8,334 8,427 10,029 6,679 97 10 109,764
20,077 9,731 3,981 7,203 2,845 29 3 43,863
1,426 194 317 1,573 151 19 18 3,698
3,921 554 50 5 203 - - 4,733
{11,191) (10,891) (6,903} (3,330} (3,065) &) - (35,388)
(8,581) (1,672) (1,183) (2,648) (3,199} (92} - (17,375)
408 266 472 984 1,160 39 - 3,329
130 10 8 21 7 - - 176
82,378 6,526 5,169 13,837 4,781 84 25 112,800

* Provisions recognised during the twelve months ended 31 December 2020 and 2019 are presented in the separate statement of profit or loss in “Charge of credit loss allowance for interest-bearing assets”

line item,

**| Inwinding of discount on present value of expected credit losses.
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7. FEE AND COMMISSION INCOME/(EXPENSE)

For the year ended For the year ended
31 December 31 December
2020 2019
Payment cards 8,649 8,089
Settlements 6,665 7,805
Guarantees 4,350 4,428
Cash operations 3,481 4,590
Trust operations 209 100
Custody activities 161 263
Internet banking services 63 112
Documentary operations 52 F12
Other 578 249
Total fee and commission income 24,208 25,748
Payment cards (7,751) (3,0606)
Settlements (588) (1,148)
Documentary operations (15) 275)
Custody activities (120) (1on
Other (691) (440)
Total fee and commission income (9,165) (7,636)
15,043 18,112

Commissions income that are not integral to the effective interest rate on a financial asset or financial liability, is recognised

depending on the type of the service either at the point in time or over time as the Bank satisfies its performance obligation
under the contract:

. commission for settlement operations, cash operations, payment card operations, Intemet-banking services, foreign
exchange operations is charged for the execution of payment order in accordance with tariffs depending on the type
of the transaction and recognised as income at the moment of the transaction execution;

. commission fee on guarantees and letters of credit issued is paid in advance and is recognised as income over the

time of the relevant guarantee or letter of credit.

Contract balances

The following table provides information about receivables and contract liabilities from contracts with customers.

For the year ended For the year ended

31 December 31 December

KZT min 2020 2019
Receivables which are included in “other assets’ (Note 18) 6,647 8,073

8. NET (LOSS)/GAIN ON FINANCIAL ASSETS AND LIABILITIES AT FAIR VALUE THROUGH PROFIT

OR LOSS
Year ended Year ended
31 December 31 December
2026 2019
Realised loss on trading operations (56) -
Unrealised loss on operations with derivative financial instruments (6) 9
Realised (loss)/gain on operations with derivative financial instruments {163) 692
(225) 701
9. NET FOREIGN EXCHANGE GAIN
For the year ended For the year ended
31 December 31 December
2020 2019
Dealing operations, net 8,430 5,588
Translation differences, net 1,392 (372)
9,822 5,216
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10. OPERATING EXPENSES

For the year ended For the year ended

31 December 31 December

2020 2019

Wages and salaries 17,662 17,238
Taxes other than incotme tax 3,696 3,236
Short-term lease expenses 3,417 3,202
Depreciation and amortisation 3,171 2,866
Administrative expenses 2,790 2,712
Contributions to Deposit Guaranteeing Fund 2,661 1,982
Telecommunications 1,080 828
Security and security alarming expenses 946 %16
Professional services 569 611
Collection expenses 540 512
Equipment repair and maintenance 356 450
Advertising costs 357 381
Business trave] 128 318
Representation expenses 23 50
Other expenses 799 744
38,395 36,046

11. INCOME TAX EXPENSE

For the year ended  For the year ended

31 Pecember 31 December
2020 2019
Current year income tax expense - -
Maovement in deferred tax and labilities due to origination and reversal of temporary
differences and movement in valuation allowance 1,647 381
Total income tax expense 1,647 381
In 2020, the applicable tax rate for current and deferred tax is 20% (2019: 20%).
Reconciliation of effective tax rate for the year ended
31 December 31 December
2020 Y% 2019 %
Profit before income tax 10,215 1,878
Income tax at the applicable income tax rate 2,043 20,00 376 20.00
Non-taxable interest and other income on transactions
with state and other qualified securities (1,079} (10.56) (1,537) (81.834)
Non-deductible operating and other expenses 683 6.69 1,542 (82.11)
1,647 16.62 381 20,29

(a) Deferred tax assets and liabilities

Temporary differences between the carrying amounts of assets and liabilities for financial reporting purposes and the
amounts used for taxation purposes give rise to deferred tax liabilities as at 31 December 2020 and 31 December 2019.

Moverments in temporary differences during 2020 and 2019 are presented as follows:

Balance at
Balance at Recognised in Recognised in 31 December
2020 1 January 2620 profit or loss equity 2020
Accrued interest payable 66 (39) - 27
Investment securities measured at fair value
through other comprehensive income (38) - (166) (204)
Tax loss carried forward 1,123 - - 1,123
Other 279 3 - 282
Effect of modification of financial assets terms 257 (100} - 157
Discount on loans to customers 493 (399 - 94
Discount on low-interest customer accounts (861) (758) - (1,619}
Discount on subordinated bonds (7.375) 220 - (7,155)
Property, plant and equipment and intangible
assets (2,925) (574) (i10) (3,609
(8,981) (1,647) (276) (10,904)
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11. INCOME TAX EXPENSE, CONTINUED

(1)  Deferred tax assets and liabilities, continued

2019
Accrued interest payable

Investment securities measured at fair value
through other comprehensive income

Tax loss carried forward

Other

Effect of modification of financial assets terms
Discount on loans to customers

Discount on low-interest customer accounts
Discount on subordinated bonds

Property, plant and equipment and intangible
assets

12, CASH AND CASH EQUIVALENTS

Cash on hand

Nostro accounts with NBRK

Nostro accounts with other banks

- rated from AA- to AA+

- rated from A- to A+

- rated from BBB- to BBB+

- rated from BB- to BB+

- rated from B- to B+

- not rated

Total gross nostre accounts with other banks
Loss allowance

Total nostro accounts with other banks
Term deposits with NBRK

Term deposits with other banks

- rated from B- to B+

Total gross current accounts and term deposits with other banks

Loss allowance

Total current accounts and term deposits with other banks

Total cash and cash equivalents

Balance at
Balance at Recognised in Recognised in 31 Pecember
1 January 2019 profit or loss equity 2019
123 57 - 66
159 - (197) (38)
1,123 - - 1,123
164 115 - 279
405 (148) - 257
- 493 - 493
(240) (621) - (861)
(7,564) 189 - (7,375)
(2,573) (352) - (2,925)
(8,403) (381) (197} (8,981)
31 December 31 December
2020 2019
56,976 65,448
67,855 43,105
14,589 7.822
14,131 25,373
5,602 6,780
2,212 3,929
15 40
145 518
36,754 44,462
(25) @1}
36,729 44,441
115,318 -
1,907 5,796
1,967 5,796
(43) (134
1,864 5,662
278,742 158,656

The credit ratings are presented by reference to the credit ratings of Standard & Poor’s rating agency or analogues of similar

international rating agencies.

All cash and cash equivalents are allocated to Stage 1 of the credit risk grade.

As at 31 December 2020 the Bank has accounts with two banks (31 December 2019: 2 banks), whose balances exceed 10%
of equity. The gross value of these balances as at 31 December 2020 is KZT 197,414 million (31 December 2019:

KZT 73,869 million).
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12. CASH AND CASH EQUIVALENTS, CONTINUED

Minimum reserve requirements

As at 31 December 2020 and 2019, minimum reserve requirements are calculated in accordance with regulations issued by
the NBRK. To meet the minimum reserves requirements the Bank places cash in reserve assets, which are required to be
maintained at the level of not less than the average amount of cash on hand denominated in national currency and balance
on the current account with the NBRK in the national currency for 4 weeks, calculated as certain minimum level of deposits
and current accounts of the customers that are residents and non-residents of the Republic of Kazakhstan, and of other
liabilities of the Bank. As at 31 December 2020 the minimum reserve requirement is KZT 17,661 million (31 December

2019: minimum reserve requirement was KZT 13,749 million) and reserve asset was KZT 39,381 million {31 December
2019: KZT 17,089 million).

13. INVESTMENT SECURITIES

31 December 31 December

2020 2019

Investment securities measured at fair value through other comprehensive income 296,095 160,540
Investment financial assets at amortised cost 10,257 2,529
Fotal investment securities 306,352 163,069

Investment securities measured at fair value through other comprehensive income

Nominal Nominal
interest rate, 31 December interest rate, 31 December
% 2020 Y% 2019
Debt securities
Government bonds of the Republic of Kazakhstan 0.6-11.0 104,976 5.3-10.2 15,145
Corporate bonds 2.12-11.0 52,595 2.12-8.5 45,721
Discounted NBRX notes 120,495 74,581
Equity securities
Shares of Kazakh companies 272 342
Shares of international companies 26 21
Pledged under bauk loans
Government bonds of the Republic of Kazakhstan 5.13 2,540 5.13 6,737
Corporate bonds 4.38-6.95 15,191 4.38-6.95 17,993
296,095 160,540

All investment securities are categorised into Stage 1 of credit risk grading.

Investment securities measured at amortised cost

Nominal Nominal
interest rate, 31 December interest rate, 31 December
% 2020 % 2019
Debt securities

Government bonds of the Republic of Kazakhstan 3.87 3,160 5.80-6.70 2,529
Corporate bonds 2.12 12 - -
3,172 2,529

Pledged under bank loans
Corporate bonds 2.12 7,085 -
7,085 -
Allowance for expected credit losses - -
10,257 2,529
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14. DUE FROM BANKS
31 December 31 December
2020 2019
TFerm deposits
- contingent deposit with the NBRK 58,073 5,934
- rated from AA- to AA+ 5,292 3,126
- not rated 69 50
Total gross term deposits 63,434 9,110
Allowance for expected credit losses (8) (8
Total term deposits 63,426 9,102

The credit ratings are presented by reference to the credit ratings of Standard & Poor’s rating agency or analogues of similar

international rating agencies. As at 31 December 2020 and 2019 all due to banks are categorised into Stage 1 of the credit
risk grading.

As at 31 December 2020, a contingent deposit with the NBRK comprises funds of KZT 50,810 million received from
Kazakhstan Sustainability Fund JSC (the “KSF JSC”) under the preferential lending programme, which aims at providing
support to small and medium enterprises, and KZT 2,888 million (31 December 2019: KZT 3,864 million} received from
Development Bank of Kazakhstan JSC (“DBK JSC™) and KZT 4,375 million (31 December 2019: KZT 2,070 million)
received from DAMU Entrepreneurship Development Fund JSC (“EDF DAMU J SC”) in accordance with the loan
agreements with KSF JSC, DBX JSC and EDF DAMU JSC.

Funds will be distributed as loans to small and medium businesses on preferential terms. These funds may be withdrawn
from the contingent deposit account only after the approval of KSF JSC, DBK JSC and EDF DAMU § SC, respectively.

Concentration of accounts and deposits with banks
As at 31 December 2020 the Bank has one bank (2019: the Bank has no banks) whose balances exceed 10% of equity. The
gross value of these balances as at 31 December 2020 is KZT 58,073 million,

15. INVESTMENTS IN SUBSIDIARIES

The Bank is the parent company of the banking group, which consists of the following subsidiaries that are not consolidated
for the purpose of these separate financial statements:

Subsidiary Country of operation Type of activity
BCC-SAO0LLP The Republic of Kazakhstan Distressed asset management
BCC Invest JSC The Republic of Kazakhstan Brokerage and dealer activity
Center Leasing LLP The Republic of Kazakhstan Finance lease and other activity

31 December 2020 31 December 2019
Ownership interest, Ownership interest,
Yo Amount %o Amount
BCC-SAQQLLP 100.00 13,313 100.00 9,640
BCC Invest JSC 100.00 20,174 100.00 14,872
Center Leasing LLP 100.00 5,651 00.75 1,139
39,138 25,651
Less: loss allowance - (277)
Total investments in subsidiaries 39,138 25,374

In December 2011, Kazakhstan adopted the Law of the Republic of Kazakhstan ‘On the Introduction of Amendments and
Additions to Certain Legislative Acts of the Republic of Kazakhstan regarding the Regulation of Banking Activities and
Financial Institutions with Respect to Risk Mitigation’, which stipulated that commercial banks could estabiish special
subsidiaries to purchase banks’ non-performing (distressed) assets and manage them. On 21 August 2013, the Bank’s
special subsidiary BCC-SAQO LLP intended for the management of distressed assets was registered with the Ministry of
Justice of the Republic of Kazakhstan.

In May 1998, BCC Invest JSC was established as a limited liability partnership (previously named KIB ASSET
MANAGEMENT LLP) in accordance with legislation of the Republic of Kazakhstan. On 26 September 2006, KIB ASSET
MANAGEMENT LLP was re-registered as a joint stock company. The main activity of BCC Invest JSC is management
of assets held by mutual funds and management of investment portfolios. During 2020, the Bank increased capitalisation
of BCC Invest JSC to expand the subsidiary’s operations and improve business synergy of the banking group.
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15. INVESTMENTS IN SUBSIDIARIES, CONTINUED

In September 2002, Center Leasing LLP was established as a limited liability partnership in accordance with the legislation
of the Republic of Kazakhstan. The main activity of Center Leasing LLP is leasing operations, which are carried out in
accordance with Article 10 of the Law of the Republic of Kazakhstan “On Financial Leasing™, In accordance with the
decision of the Board of Directors of the Bank as of March 2020, the Bank’s interest in the charter capital of Center Leasing
LLP was increased to become 100%, through the purchase of the interests held by individuals, who had been the participants
of the company in the past. During 2020, the Bank transferred to the Company’s charter capital an investment property of
KZT 3,126 million.

16. LOANS TO CUSTOMERS AND BANKS

31 December 31 December
2020 2019
Loans to customers 1,082,804 1,030,568
Accrued interest 43,380 51,747
1,126,184 1,082,315
Less: loss allowance (112,775) (109,754)
Total leans to customers 1,013,409 972,561
Loans to banks 775 765
Accrued interest 2 4
Less: cresdit loss allowance (25) (10)
Total Ioans to banks 752 759
Loans under reverse repurchase agreements 38,853 53,051
Total loans to customers and banks 1,053,014 1,026,371

Movement in credit loss allowance for loans to customers and banks for twelve months ended 31 December 2020 and 31
December 2019 is disclosed in Note 6.

The following table provides information by types of loan products as at 31 December 2020

Credit loss

Gross amount allowance Carrying amount
Loans to corporate customers
Corporate loans 465,612 (82,378) 383,234
Small- and medium-sized enterprises 138,013 (6,526) 131,487
Loans to individuals
Mortgage loans (including mortgage loans under the 7-20-
25 programme and the ‘Baspana Hit’ programme) 305,754 (5,169) 300,585
Consumer loans 126,723 (13,837) 112,886
Business development 75,023 (4,781) 70,242
Auto loans 15,059 {84} 14,975

1,126,184 (112,775) 1,013,409
The following table provides information by types of Ioan products as at 31 December 2019:
Credit loss

Gross amount allowance Carrying amount
Loans to corporate customers
Corporate loans 493,772 (76,188} 417,584
Small- and medium-sized enterprises 135,626 (8,334) 127,292
L.oans to individuals
Mortgage loans (including mortgage loans under the *7-20-
25" programme and the ‘Baspana Hit’ programme) 213,997 (8.,427) 205,570
Consumer loans 147,881 (10,029} 137,852
Business development 83,325 (6,679) 76,646
Auto loans 7,714 (97} 7,617

1,082,315 (109,754) 972,561
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16. LOANS TO CUSTOMERS AND BANKS, CONTINUED

(a)  Credit quality of corporate loans, loans to small- and medium-sized enterprises and loans to individuals

The following table provides information on the credit quality of loans to customers as at 31 December 2020:

Small- and
medium-sized Business

Corporate loans enterprises Mortgage loans  Consumer loans development Auto loans Total
Loans to customers
Not overdue loans 425,362 120,771 287,834 97,531 59,205 14,840 1,005,543
Overdue loans:
- overdue less than 30 days 11,189 1,962 3,007 4,196 1,792 31 22,267
- overdue 31-60 days 2,042 1,322 1,757 2474 1,315 14 8,924
- overdue 61-90 days 110 809 946 1,399 126 3 3,393
- overdue 91-180 days 5,256 1,017 3470 4,488 1,322 - 15,553
- overdue more than 180 days 21,653 12,132 8,650 16,635 11,263 171 70,504
Gross loans to customers 465,612 138,013 305,754 126,723 75,023 15,059 1,126,184
Credit loss allowance (82,378) (6,526) (5,169) (13,837 {4,781) (84) (112,775)
Total loans to customers, net of allowance for expected
credif losses 383,234 131,487 300,585 112,886 70,242 14,975 1,013,409
The following table provides information on the credit quality of loans to customers as at 31 December 2019:

Small- and
medium-sized Business

Corporate loans enterprises Mortgage loans  Consumer loans development Auto loans Total
L.oans to customers
Not overdue loans 454,873 114,652 189,290 118,343 63,370 7407 947,935
Overdue loans:
- overdue less than 30 days 12,901 4,644 3,552 4,635 3,145 61 28,938
- overdue 31-60 days 6,106 607 1,433 1,737 410 13 10,306
- overdue 61-90 days 249 3,504 1,002 1,258 490 iz 6,605
- overdue 91-180 days 1,220 . 899 1,598 2,329 1,290 13 7,349
- overdue more than 180 days 18,423 11,320 17,032 19,579 14,620 208 81,182
Gross loans to customers 493,772 135,626 213,997 147,881 83,325 7,714 1,082,315
Credit loss allowance (76,188) (8,334) (8,427) (10,029) (6,679 {97) (109,754)
Total loans to customers, net of allowance for expected
credit losses 417,584 127,292 205,570 137,852 76,646 7,617 972,561
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(b)  Analysis of movement in loss allowance

As at 31 December 2020, in determining the credit loss allowance for loans to corporate customers classified into Stage 3
of the credit risk grading, management makes the following key assumptions:

- estimate by management of expected operating cash flows for a number of borrowers, whose operating activities
have not ceased;

- estimate by management of a value of collateral as at the date of sale and timing of anticipated receipts: a delay of
36 - 60 months in obtaining proceeds from the foreclosure of collateral;

- for some borrowers recorded in Stage 3 the potential investors and partners are expected to be aitracted to increase
the operating cash flows sufficient to repay a debt to the Bank.

Loans recorded in Stage 3 were included in the Action Plan based on results of AQR, which comprises measures aimed at
rehabilitation of the borrowers, repayment at the expense of sale of collateral and foreclosure under the court decision. In
accordance with the Plan, the Bank expects that the debt according to the agreed list of borrowers will be repaid during the
five years. Under this Plan, the Bank provides to the regulator the Plan progress reports on a quarterly basis.

Twelve months ended

31 December 2020
Stage 1 Stage 2 Stage 3
12-month Lifetime ECL of  Lifetime ECL for
expected credit assets not credit- credit-impaired
losses (ECL) impaired assets Total
Loans to corporate custonters and small- and
medinm-sized enterprises
AHowance for expected credit losses at the beginning
of the year 1,084 2,667 80,771 84,522
Transition to lifetime expected credit losses for assets not
credit-impaired (46) 76 (30) -
Transition to lifetime expected credit losses for credit-
impaired assets (113} (738) 851 -
Charge/(recovery) of allowance (1,250) 3,732 27,326 29,808
New financial assets originated or purchased 1,535 53 32 1,620
Effect of unwinding of discount - - 4,475 4,475
Write-off of assets - - (22,082) (22,082}
Write-off of previously accrued effect of unwinding of
discount, gross - - (10,253) {10,253)
Recovery of assets previously written-off - - 674 674
Foreign exchange difference 2 2 136 140
Allowance for expected credit losses at the end of the
year 1,212 5,792 81,900 88,904
Twelve months ended
31 December 2020
Stage 1 Stage 2 Stage 3
12-month Lifetime ECL of Lifetime ECL for
expected credit assets not credit- credit-impaired
losses (ECL) impaired assets Total
Loans to individuals
Allowance for expected credit losses at the beginning
of the year 1,961 1,286 21,985 25,232
Transition to 12-month expected credit losses 16 (14) (2) -
Transition to lifetime expected credit losses for assets not
credit-impaired (45) 59 (14 -
Transition to lifetime expected credit losses for credit-
impaired assets (165) (330 495 -
Charge/(recovery) of allowance 1,239 (89) 12,908 14,058
New financial assets originated or purchased 1,269 111 680 2,060
Effect of unwinding of discount - - 258 258
Write-off of assets - - (13,306) (13,306)
Write-off of previously accrued effect of unwinding of
discount, gross - - {7,122} (7,122)
Recovery of assets previously written-off - - 2,655 2,655
Foreign exchange difference 6 2 28 36
Allowance for expected credit losses at the end of the
year 4,281 1,025 18,565 23,871
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16. LOANS TO CUSTOMERS AND BANKS, CONTINUED

(b)  Analysis of movement in loss allowance for expected credit losses, continued

Loans to corporate customers and small- and
medium-sized enterprises

Allowance for expected credit losses at the beginring
of the year

Transition to 12-month expected credit losses
Transition to lifetime expected credit losses for assets not
credit-impatred

Transition to lifetime expected credit losses for credit-
impaired assets

Charge/(recovery) of allowance

New financial assets originated or purchased

Effect of unwinding of discount

Write-off of assets

Recovery of assets previously written-off

Foreign exchange difference

Allowance for expected credit losses at the end of the
year

Loans to individuals

AHowance for expected credit losses at the beginning
of the year

Transition to 12-month expected credit losses
Transition to lifetime expected credit losses for assets not
credit-impaired

Transition fo lifetime expected credit losses for credit-
impaired assets

Charge/(recovery) of allowance

New financial assets originated or purchased

Effect of unwinding of discount

Write-off of assets

Recovery of assets previously written-off

Foreign exchange difference

Allowance for expected credit losses at the end of the
year

Twelve months ended
31 December 2019

Stage 1 Stage 2 Stage 3
12-month Lifetime ECL of  Lifetime ECL for
expected credit assets not credit- credit-impaired
losses (ECL) impaired assets Total
982 2,004 103,206 106,192
5 @ (1 -
(n 1,691 (1,690) -
(30) (670) 700 -
(366) (309} 24,892 24,217
513 6 153 672
- - 4,261 4,261
- - (48,920) (48,920)
- - 418 418
{19} (51) (2,248) (2,318)
1,084 2,667 80,771 84,522
Twelve months ended
31 Pecember 2019
Stage 1 Stage 2 Stage 3
12-month Lifetime ECL of  Lifetime ECL for
expected credit assets nof eredit- credit-impaired
losses (ECL) impaired assets Total
828 880 25,266 26,974
2 ey 1 -
(90) 109 (19) -
{339) (89) 428 -
{363) 302 15,675 15,614
1,941 92 16 2,049
- - 613 613
- - (20,787) (20,787)
- - 972 972
(18) o)) (178) {203
1,961 1,286 21,985 25,232

()  Analysis of movements in gross carrying amount

Significant changes in the gross carrying amount of loans to customers during the year that contributed to changes in loss

allowance were as follows:

Loans to corporate customers and small- and medium-sized enterprises

. During twelve months of 2020, the high volume of loans to customers originated increased the gross carrying
amount of the portfolio of loans to corporate customers and small- and medium-sized enterprises by
KZT 145,678 million with a corresponding increase in loss allowance measured on a 12-month basis by

KZT 1,620 million.

. During twelve months of 2020, the high volume of loans repaid decreased the gross carrying amount of the portfolio
of loans to corporate customers and small- and medium-sized enterprises by KZT 143,498 million with a
corresponding decrease in loss allowance measured on a 12-month basis by KZT 1,315 million.

. The write-off of loans with a total gross carrying amount of KZT 22,082 million and write-off of the previously
accrued effect of unwinding of discount of KZT 10,253 million resulted in the reduction of Stage 3 loss allowance

by the same amount.
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16.
(©

LOANS TO CUSTOMERS AND BANKS, CONTINUED

Analysis of movements in gross carrying amount, continued

Loans to individuals

During twelve months of 2020, the high volume of loans to customers originated increased the gross carrying amount
of the portfolio of retail loans by KZT 116,447 million with a corresponding increase in loss allowance measured
on a 12-month basis by KZT 2,060 million.

During twelve months of 2020, the high volume of loans repaid decreased the gross carrying amount of the portfolio

of retail loans by KZT 26,359 million with a corresponding decrease in loss allowance measured on a 12-month
basis by KZT 697 million.

The write-off of loans with a total gross camrying amount of KZT 13,306 million and write-off of the previously
accrued effect of unwinding of discount of KZT 7,122 million resulted in the reduction of Stage 3 loss allowance by

the same amount.

(d)  Analysis of collateral and other credit enhancements

(i) Louns to corporate customers

Loans to corporate customers are secured by various types of collateral depending on the type of transactions.
The general creditworthiness of a corporate customer and small- and medium-sized customer tends to be the most relevant
indicator of credit quality of the loan extended to it. However, collateral provides additional security and the Bank generally
requests corporate borrowers and small- and medium-sized customers to provide it.

The following tables provides information on collateral and other credit enhancements securing loans to corporate
customers and small- and medium-sized enterprises (net of loss allowance) by types of collateral.

Carrying amount of

Fair value of

collateral:
for collateral
assessed as of

Fair value of
collateral: for
collateral assessed as

Fair value of
collateral not

31 December 2020 Ioans to customers reporting date  of loan inception date determined
Loans fo corporate customers

Cash and deposits 1,228 1,228 - -
Real estate 256,038 256,038 - -
Vehicles 628 628 - -
Equipment 14,502 14,502 - -
Corporate guarantees 51,725 - - 51,725
Income from future contracts 9,694 - - 9,694
Goods in tumover 3,545 - - 3,545
Mineral rights 26,363 26,363 - -
Other collateral 4434 - 4434 -
No collateral or other credit enhancements 15,077 - - 15,077
Total loans to corporate customers 383,234 298,759 4,434 80,041
Loans to small- and medivin-sized enterprises

Cash and deposits 6,372 6,372 - -
Real estate 99,621 99,621 - -
Vehicles 540 540 - -
Equipment 12,988 12,988 - -
Corporate guarantees 7,394 - - 7,394
Goods in turnover 123 - - 123
Other collateral 479 173 147 159
No collateral or other credit enhancements 3,970 - - 3,970
Total loans to smalt- and medium-sized

enterprises 131,487 119,694 147 11,646
Total Ioans to corporate ecustomers 514,721 418,453 4,581 91,687
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16. LOANS TO CUSTOMERS AND BANKS, CONTINUED
(d)  Analysis of collateral and other credit enhancements, continued

(] Loans to corporate customers, continned

Fair value of Fair value of
collateral: for collateral: for Fair value of
Carrying amount of  collateral assessed as  collateral assessed as collateral not
31 December 2019 loans to customers of reporting date  of lean inception date determined
Loans te corporate customers
Cash and deposits 841 841 - -
Real estate 302,826 302,826 - -
Vehicles 606 606 - -
Equipment 16,149 16,149 - -
Corporate guarantees 30,077 - - 30,077
Income from future contracts ' 20,266 - - 20,266
Goods in turnover 7,330 - - 7,330
Mineral rights 24,297 24,297 - -
Other collateral 3,139 - 3,136 -
No collateral or other credit enhancements 12,053 - - 12,053
Total loans to corporate customers 417,584 344,719 3,139 69,726
Loans to small- and medium-sized enterprises
Cash and deposits 5,284 5,284 - -
Real estate 106,023 106,023 - -
Vehicles 781 781 - -
Equipment 3,667 3,667 - -
Corporate guarantees 7,676 - - 7,676
Goods in turnover 397 - - 397
Other collateral 1,241 158 656 427
No collateral or other credit enhancements 2223 - - 2223
Total loans to small- and medium-sized
enterprises 127,292 115,913 656 10,723
Total loans to corporate customers 544,876 460,632 3,795 80,449

The tables above exclude overcollateralisation. In accordance with the recommendations of the NBREK, collateral in the
form of income from future contract is not sufficient and cannot be used in estimate of allowance. As at 31 December 2020
the loans to corporate customers with net carrying amount of KZT 9,694 million (31 December 2019: KZT 20,266 million)
are secured by income from future contracts.

The amount recorded in the item ‘No collateral or other credit enhancement’ comprises unsecured loans and parts of loans,
which are not fully secured.

For majority of loans the fair value of collateral was assessed at the reporting day. The Bank also has loans, for which the
fair value of collateral was assessed at the loan inception date and it was not updated for further changes, and loans for
which the fair value of collateral is not determined and cannot be determined. Information on the valuation of collateral is
based on when this estimate was made, if any,

For loans secured by multiple types of collateral, collateral that is most relevant for credit losses assessment is disclosed.
Sureties received from individuals, such as shareholders of the company’s borrowers, are not considered for credit losses
assessment purposes.

Credit-impuaired loans to corporate customers

At 31 December 2020, the net carrying amount of credit-impaired loans to corporate customers amounted to
KZT 164,527 million (2019: KZT 144,389 million) and the value of identifiable collateral (mainly commercial properties)
held against those loans amounted to KZT 164,527 million (2019: KZT 144,389 million), excluding overcollateralisation.

For each loan, the value of disclosed collateral is capped to the nominal amount of the loan that is held against.

During 2020, there was no change in the Bank’s collateral policy.

(i} Loans to retail customers

Mortgage loans are secured by the underlying housing real estate. Business development loans are secured by real estate.
Auto loans are secured by the underlying cars. Consumer loans are usually secured by underlying property and in some
cases by assets, including real estate, cash and motor vehicles.
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16. LOANS TO CUSTOMERS AND BANKS, CONTINUED

(d)  Analysis of collateral and other credit enhancements, continued
(ii)  Loans to retail customers, continued
Mortgage loans

Included in mortgage loans are loans with a net carrying amount of KZT 5,363 million (31 December 2019: KZT 9,533
million), which are secured by collateral with a fair value of less than the net carrying amount of the individual loans. The
fair value of collateral for these loans amounts to KZT 3,011 million (31 December 2019: KZT 5,196 million).

Management believes that the fair value of collateral for mortgage loans with a net carrying amount of KZT 295,222 million
(31 December 2019: KZT 92,956 million) is at least equal to the carrying amount of individual loans at the reporting date.

Auto loans

Included in auto loans are loans with a net carrying amount of KZT 258 million (31 December 2019; KZT 48 million),
which are secured by collateral with a fair value of less than the net carrying amount of the individual loans. The fair value
of collateral for these loans amounts to KZT 13 million (31 December 2019: KZT 12 million).

Management believes that the fair value of collateral for auto loans with a net carrying amount of KZT 14,717 million
(31 December 2019: KZT 7,569 million) is at least equal to the carrying amount of individual loans at the reporting date.

Consumer loans

Included in consumer loans are loans with a net carrying amount of KZT 58,231 million (31 December 2019;: KZT 67,025
thousand), which are secured by collateral with a fair value less than the net carrying amount of the individual loans. The
fair value of collateral for these loans is KZT 2,152 million (31 December 2019: KZT 2,651 million).

Management believes that the fair value of collateral for consumer loans with a net carrying amount of KZT 54,655 million
(31 December 2019: KZT 70,827 million) is at least equal to the carrying amount of individual loans at the reporting date.

Business development

Included in business development portfolio are loans with a net carrying amount of KZT 7,494 million (31 December 2019:
KZT 4,877 million), which are secured by collateral with a fair value less than the net carrying amount of the individual
loans. The fair value of collateral for these loans amounts to KZT 2,214 million (31 December 2019: KZT 2,048 million).

Management believes that the fair value of collateral for business development loans with a net carrying amount of
KZT 62,748 million (31 December 2019: KZT 71,769 million) is at least equal to the carrying amount of individual loans
at the reporting date.

Credit-impaired loans to retail customers

The following table stratifies credit exposures from credit-impaired loans to retail customers by ranges of loan-to-value
(LTV) ratio. LTV is calculated as the ratio of the gross carrying amount of the loan to the value of the collateral. The
valvation of the collateral excludes any adjustments for obtaining and selling the collateral. For credit-impaired loans the
value of collateral is based on the most recent appraisals.

2020 2019
Credit-impaired loans
Loan-to-value ratio
(LTYV ratio)
Less than 50% 15,599 20,584
51-70% 4,431 5,518
70%-150% 7,738 9,834
More than 150% 8,156 8,384
Total 35,924 44,320

Repossessed collateral

During the year 2020, the Bank obtained certain assets by taking possession of collateral for loans to customers with a net
carrying amount of KZT 20,060 million (2019: KZT 2,658 million). As at 31 December 2020, the repossessed collateral
was KZT 32,720 million (31 December 2019: KZT 16,445 million of repossessed collateral) (Note 18).

(e}  Loan portfolio analysis

As at 31 December 2020, the Bank has 12 borrowers or groups of connected borrowers (31 December 2019: 11), whose
loan balances exceed 10% of equity. The gross value of these balances as at 31 Decernber 2020 is KZT 342,646 million
(31 December 2019: KZT 301,185 million).

As at 31 December 2020 and 31 December 2019, included in the loans to customers are renepotiated loans of
KZT 69,585 million and KZT 64,359 million, respectively, that would otherwise be past due or impaired.
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16. LOANS TO CUSTOMERS AND BANKS, CONTINUED
(¢)  Loan pertfolio analysis, continued
Industry and geographical analysis of the loan portfolio

Loans to customers were issued primarily to customers located within the Republic of Kazakhstan who operate in the
following economic sectors:

31 December 31 December
2029 2019
Individuals 522,560 452917
Financial services 91,558 111,519
Trade 84,223 106,844
Rent of real estate 83,375 94,300
Transportation and equipment maintenance services 57,084 28,272
Oil and gas industry 45,601 40,840
Energy 43,063 30,783
Housing construction 34,120 40,149
Transport and telecomimunications 21,857 39,482
Food industry 19,499 19,542
Manufacturing 18,348 5,147
Manufacturing 17,938 28,833
Agriculture 15,560 20,320
Other 71,398 63,367
Total 1,126,184 1,082,315
Allowance for expected credit losses {112,775 (108,754)
1,013,409 972,561

Fair value of assets reccived as collateral and carrying amount of reverse repurchase agreements as at 31 December 2020
and 31 December 2019 is as follows:

31 December 2020 31 December 2019

Carrying Fair value of Carrying Fair value of

amount of loans collateral amount of loans collateral

Government bonds of the Republic of Kazakhstan 38,853 40,130 52,263 52,618
Other - - 788 720
38,853 40,130 53,051 53,338

(f)  Loan maturities

The maturity of the Bank’s loan portfolio as at the reporting date is presented in Note 26, which shows the remaining period
from the reporting date to the contractual maturity of the loans. Due to the short-term nature of the loans issued by the
Bank, it is likely that part of the loans will be extended at maturity. Accordingly, the effective maturity of the loan portfolio
may be significantly longer than the contractually agreed term.

{g}) Continuing involvement in the asset

To realise the first initiative “New Opportunities for Each Family to Procure Housing”, announced in the Address to the
People by the President of the Republic of Kazakhstan “Five Social Initiatives of the President”, the Programme “7-20-25.
New Opportunities for Each Family to Procure Housing™ (the “Programme®) was approved by the Resolution of the NBRK
dated 31 May 2018. The operator of the Programme is Kazakhstan Sustainability Fund JSC (the “Operator™).

The Programme enables Kazakhstan citizens to procure residential real estate on a primary market under conditions that
are more preferential in comparison with those applicable in second-tier banks (“STB”) for mortgage loans.

The Bank issues loans in accordance with the conditions of the Programme: it includes into bank loan contracts the clauses
providing for the borrower’s commitment and responsibility to repay a loan, establishes a repayment schedule and ensures
maintaining a loan file containing information and documents in compliance with the requirements of the laws of the RK.

Once a loan has been issued, the Bank should transfer rights of claim on loans by transferring to the Operator the documents
as agreed in the contract, not more often than once in 10 business days.

In accordance with the Programme and Trust Management Agreement with the Operator, the Bank holds transferred loans
in trust and ensures that credit files are appropriately maintained. Fees for trust management services is paid in the amount
and at the times as agreed under the Trust Management Agreement and makes up 4% of the carrying amount of assets at
the end of each month. In case of partial repayment of interest by the borrowers, a trust management fee is calculated pro
rated to the interest paid.

The Bank is obliged to repurchase rights of claim on transferred mortgage loans when the loan principal amount and interest
are overdue more than 90 calendar days.
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16. LOANS TO CUSTOMERS AND BANKS, CONTINUED
(g) Continuing involvement in the asset, continued
The lending terms under the Programme are as follows:

. An annual nominal interest rate is 7%.

. A loan term is up to 25 years; initial contribution is no less and no more than 20% of the value of a home pledged
as collateral.

. Maximum value of a home to be purchased: KZT 25 million - for cities of Nur Sultan, Almaty, Atyrau, Aktan, and
Shymkent and KZT 15 million — for other regions of the RK.

. Collateral: real estate purchased on a primary market.
. Commission for issue and servicing a loan: nil.
» To be eligible to get a loan under the Programme, an individual must meet the following criteria:

- beacitizen of the Republic of Kazakhstan;
- provide proof of income;
- no outstanding mortgage loans;

- no home owned in the Republic of Kazakhstan, other than: dorm rooms with useful area of no more than 15
square meters per each family member, dilapidated housing which may ruin (break down) as certified by the
appropriate document issued by a local executive body where such housing property is located.

As at 31 December 2020, as many as 10,786 loans worth over KZT 125,681 million have been issued under the 7-20-25
programme (31 December 2019: as many as 6,604 loans for the amount of KZT 76,000 million),

To create more opportunities for Kazakhstan citizens to purchase own homes, on 28 December 2018 the Bank launched a

mortgage loan programme, named “Baspana Hit”. Under this programme, loans are issued for purchasing real estate on
both primary and secondary housing markets.

The lending terms under the Baspana Hit programme are as follows:
. An interest rate is calculated with the formula: a base rate of the National Bank of the RK + 175 basis points.
. A loan term is up to 15 years; initial contribution is not less than 20% of the value of a home purchased.

. Maximum value of 2 home to be purchased: KZT 25 million - for cities of Nur-Sultan, Almaty, Atyrau, and Aktau,
and KZT 15 million — for other regions of the RK.

. To be eligible to get a loan under the Programme, an individual must meet the following criteria:
- be acitizen of the Republic of Kazakhstan;
- provide proof of income;
- no outstanding mortgage loans.

As at 31 December 2020, as many as 10,045 loans worth over KZT 95,462 million have been issued under the “Baspana
Hit” programme (31 December 2019: as many as 3,497 loans for the amount of KZT 30,023 million).

(h)  Transfer of financial assets

During 2020, the Bank sold a portfolic of mortgage loans at its carrying amount, the balance of which amounted to
KZT 210,890 million at the year-end (31 December 2019: KZT 103,081 million) and issued a customer a guarantee of
reverse repurchase or exchange of certain loans, if loans are overdue for more than 90 days. The amount of reverse
repurchase or exchange is not limited. Reverse repurchase is performed at the loan nominal value (outstanding principal
and interest accrued) as of the purchase date.

The Bank has determined that it neither transferred nor retained substantially all the risks and rewards of ownership of the
financial asset transferred; however, the Bank has determined that it retains control over the assets transferred and continues
recognising thereof to the extent of continuing involvement in the assets transferred. As the Bank’s continuing involvement
takes a form of the guarantee on the asset transferred, the extent of the Bank’s continuing involvement is determined equal
to maximum amount of consideration received that the Bank has to return. The Bank believes that the value of the guarantee
is high enough and this guarantee will prevent the Operator from selling the asset transferred thereto, as such sale will be
impracticable.
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16. LOANS TO CUSTOMERS AND BANKS, CONTINUED
{h)  Transfer of financial assets, continued

The Bank’s continuing involvement in said transferred portfolio is recorded in the separate statement of financial position
within ‘loans to customers’ (Note 16} in the amount of KZT 210,890 million, which is equal to the respective liability from
continuing involvement, which is included in ‘other Habilities’ (Note 23).

The Bank has determined that the carrying amount of the transferred portfolio of mortgage loans reflects its fair value.

17.  PROPERTY, PLANT AND EQUIPMENT AND INTANGIBLE ASSETS

Furniture

Buildings and and  Construction Intangible

constructions equipment -in-progress assets Total
Cost/Revalued amount
1 January 2019 21,177 15,302 133 9,741 46,353
Acquisitions 831 4,050 5 1,006 5,892
Transfers 120 5 (125) - -
Disposals (151} (950) - (N (1,108)
31 December 2019 21,977 18,407 13 16,740 51,137
Acquisitions 3,421 2,007 - 938 6,366
Remeasurement 2,013 - - - 2,013
Disposals (3,950) (488) - (68) (4,506}
31 December 2020 23,461 19,926 13 11,610 55,010
Accumulated depreciation, amortisation and
impairment
I January 2019 (514) (8,459) - (4,675) (13,644)
Charge for the year (233) (1,708) - (924) (2,865)
Disposals 5 915 - 7 927
31 December 2019 (738) (9,252) - (5,592) (15,582)
Charge for the year (352) (1,837) - (982) (3,171}
Disposals 962 336 - 68 1,366
31 December 2020 (128) (10,753) - (6,506) {17,387
Net carrying amount
31 Pecember 2020 23,333 9,173 13 5,104 37,623
31 Pecember 2019 21,239 9,155 13 5,148 35,555

Intangible assets comprise computer software, patents and licences.

The Bank revalued its buildings and constructions during 2020. Evaluation was performed by independent appraisers,
Independent appraisers used two approaches to measure the fair value of property and equipment — comparative approach
using the market information to measure fair value of buildings and constructions under active market conditions, and cost
approach, when no active market existed for items subject to revaluation. As at 31 December 2020 and 31 December 2019,
total fair value of buildings and constructions was KZT 23,333 million and KZT 21,239 million, respectively. If buildings
and constructions of the Bank had been valued at cost, their carrying amount would have been KZT 19,327 million and
KZT 18,735 million as at 31 December 2020 and 31 December 2019, respectively.

Fair values of buildings and constructions are categorised into Levels 2 and 3 of the fair value hierarchy.
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18. OTHER ASSETS

31 December 31 December
2020 2019
Other financial assets
Accounts receivable 12,983 7,593
Accrued commission 6,647 8,073
Western Union and other wireless transfers 507 334
20,137 16,000
Aliowance for expected credit losses (1,633) (2,465)
18,504 13,535
Other non-financial assets
Repossessed collateral 32,720 16,445
Receivables under joint arrangements 10,006 -
Payment receivable for repossessed colfateral 2,048 4,884
Taxes receivable other than income tax 3 1,007
Advances paid 1,074 939
Inventories 32 36
Other assets 1,035 8
47,226 23,409
Allowance for expected credit losses (749 -
64,981 36,944

In May 2020, the Bank entered into joint arrangement with the construction company RAMS Kazakhstan LLP, to sell land
plots intended for construction of a multi-purpose housing estate worth KZT 10,006 million. Under the contract, payments
for land plots will be cashless and made through transfer into the ownership of the Bank of a part of residential and non-
residential premises of the housing estate. Non-cash consideration was measured at fair value as of the sale date. Income

from the transaction recognised in the separate statement of profit and loss and included in ‘other income’ line was KZT
7,795 million.

2020 2019
Other income
Income from a joint arrangement 7,795 -
Dividends receive received from subsidiaries 3,851 1,544
Gain on revaluation of property, plant and equipment 1,460 -
Other 762 (1,260)
13,868 284

As at 31 December 2020 other financial assets of KZT 17,909 million were categorised into Stage 1 of the credit risk
grading (31 December 2019: KZT 13,441 million), KZT 1,369 million and KZT 858 million are categorised into Stages 2
and 3 of the credit risk grading, respectively (31 December 2019: KZT 869 million and KZT 1,690 million, respectively).

Movements in allowance for expected credit losses for other financial assets are as follows:

2020 Stage 1 Stage 2 Stage 3 Total
Balance at 1 January (705) (70) {(1,690) (2,465)
Net remeasurement of loss allowance - - (645) (645)
Write-offs - - 1,477 1477
Balance at 31 December (705) (70) (858) (1,633)
2019 Stage 1 Stage 2 Stage 3 Total
Balance at 1 January - - (1,388) (1,388)
Net remeasurement of loss allowance {705) (70) (394) (1,169)
Write-offs - - 92 92
Balance at 31 December (705) (70) (1,690) (2,465)

Repossessed collateral. Repossessed collateral comprises real estate collateral accepted by the Bank in exchange for its
liabilities on credit-impaired loans. These assets have been initially measured at fair value and subsequently measured at
the lower of fair value less cost to sell and the carrying value. The Bank’s policy is to sell these assets as soon as it is
practicable.

When measuring the fair values as at 31 December 2020, management used the market approach, which is based on an
analysis of the prices of the latest comparable sales of similar properties, and the income approach, The following
assumptions were used in applying the income approach;

- Cash flows were estimated taking into account market rental rates and occupancy rates.
- The present value of cash flows was determined using the discount rate of 17.51%.

Payment receivable for repossessed collateral,
Payment on repossessed collateral comprises prepayments for repossessed collateral which is acquired through auctions.
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19. DUE TO BANKS AND FINANCIAL INSTITUTIONS

Nominal interest 31 December Nominal interest 31 December
rate, % 2020 rate, % 2019

Long-term loans from banks and financial
institutions 1.00-4.50 32,828 1.00-9.80 52,347

Proceeds from borrowings under the soft

lending programme for business entities 50,810 -
Loans from international credit organisations 8.95-9.95 26,397 7.80-9.45 16,841
Banks® correspondent accounts 6,47 7,688
Loans from the NBRK 9.00 61 9.25 74
Accumulated interest expense 348 635
116,915 77,585

Long-term loans due to banks and financial institutions.

Long-term loans due to banks and financial institutions comprise long-term loans from JSC Entrepreneurship Development
Fund DAMU (“DAMU”) and JSC Development Bank of Kazakhstan (“JSC DBK™) in the amount of KZT 17,031 million
at 1.0%-4.5% p.a. maturing in 2021-2035 and of KZT 15,807 million at 1.0%-2.0% p.a. maturing in 2034-2037, as at
31 December 2020, respectively (31 December 2019: KZT 36,540 million and KZT 15,807 million, respectively), During
the 2020 and 2019, the Bank has been repaying principal and interest according to the repayment schedules. Loans from
DAMU JSC are secured by debt securities of KZT 5,272 million {2019: KZT 6,737 million).

During the year ended 31 December 2020, the Bank received additional tranche of long-term loans from DBK JSC in the
amount of KZT 2,000 million (the year ended 31 December 2019: KZT 3,189 million} at 1% p.a. maturing in 2037. The
loans have been received for further financing of large-sized enterprises (“LSE”) operating in the processing industry, and
further financing of individuals, buyers of cars manufactured in Kazakhstarn.

During 2020, the Bank repaid the long-term loan from DAMU JSC in the amount of 18,960 million at 4.3-9.08% per
annum.

During the year ended 31 December 2019, the Bank received a long-term loan from JSC DAMU of KZT 1,474 million at
1 —4.5% p.a. and maturing in 2025. During 2019, the Bank repaid the long-term loan from DAMU JSC in the amount of
11,111 million at 7% per annum.

Loans under the Preferential Lending Programme for small and medium size enterprises (the “Programme”)

As at 31 December 2020, loans of KZT 50,810 million under the Programme comprise loans from KSF JSC, which mature
in 2021 and are intended for extending loans to business entities, which were adversely affected by the state of emergency
imposed by the Government to mitigate the impact of the COVID-19 pandemic.

The loans from JSC DAMU were received in accordance with the Government programme aimed at financing small- and
medium-sized enterprises (“SME”) in specific industries (“the Programme”). Under the loan agreement between DAMU
and the Bank, the Bank extends loans to SME borrowers, eligible to participate in the Programme, at the interest rate with
margin of 4% and with maturity not exceeding 10 years. The Bank’s obligation to repay the loan to DAMU is not contingent
on collectability of the loans extended to SME borrowers. The Bank is obligated to pay a 15% penalty on the amounts not
extended to SME borrowers within 3-9 months after receiving the money from DAMU.

The Bank’s management believes that there are no other financial instruments similar to loans received from DAMU, JSC
DBK and JSC Agrarian Credit Corporation at the interest rates of 1-2% p.a. and due to specific nature of LSE and SME
clients, this product represents a separate market. As a result, the loans received from DAMU, JSC DBK and JSC Agrarian
Credit Corporation at the interest rates of 1-2% p.a. represent the orderly transactions and as such have been recorded at
fair value at the recognition date.
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19. DUE TO BANKS AND FINANCIAL INSTITUTIONS, CONTINUED
Loans from international credit organisations.

Loans from international credit organisations comprise loans from the European Bank for Reconstruction and Development
("EBRD”) at 8.95%-9.95% p.a. maturing in 2021-2023,

During the year ended 31 December 2020, the Bank received a loan from European Bank for Reconstruction and
Development JSC in the amount of KZT 17,574 million at 7.65-9.75% p.a, maturing in 2023. During 2020, the Bank has
repaid principal and interest according to the repayment schedules in the amount of KZT 9,744 million. Loans are secured
by debt securities of KZT 19,544 million (2019; KZT 17,993 million).

During the year ended 31 December 2019, the Bank received a loan from European Bank for Reconstruction and
Development JSC in the amount of KZT 8,651 million at 7.8% p.a. maturing in 2022. During 2019, the Bank has repaid
principal and interest according to the repayment schedules in the amount of KZT 10,448 million.

The Bank is obligated to comply with financial covenants in relation to due to and loans from financial institutions
mentioned above. These covenants include the established ratios including debt-to-equity ratios and other coefficients used

for financial performance ratios. As at 31 December 2020 and as at 31 December 2019, the Bank has not breached any of
these covenants.

20. CUSTOMER ACCOUNTS

31 December 31 December
2620 2019
Customer accounts

- Retail 676,320 544,463
- Corporate 513,257 414,774
1,189,577 959,237

31 December 31 December

2020 2019

Term deposits 869,195 684,967

Call deposits 315,395 270,595

1,184,590 955,562

Accrued interest 4,987 3,675

1,189,577 950,237

As at 31 December 2020, the Bank has 1 customer (31 December 2019: 1 customer), whose balances exceed 10% of equity.
The gross value of these balances as at 31 December 2020 are KZT 42,190 million (31 December 2019: KZT 17,019
million).

31 December 2020 31 December 2019

Analysis by sectors:

Individuals 676,320 544,463
Construction 123,938 93,382
Social services 122,874 70,927
Trade 72,716 62,434
Education and health care 43,751 35,626
Transport and communication 24,990 23,678
0il and gas industry 16,596 5,797
Manufacturing 16,260 15,520
Agriculture 13,342 13,547
Energy 11,461 10,769
Fuel 9,034 7,596
Research and development 7,295 6,216
Entertainment 4,596 9,863
Metallurgy 4,080 3,377
Insurance and pension fund activities 2,330 4,307
Public administration 2,186 1,439
Chemical production 1,900 4,078
Machinery manufacturing 1,423 1,305
Other 34485 44913
Total customer accounts 1,189,577 959,237
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21. DEBT SECURITIES ISSUED

Issue Maturity Interest 31 December Interest 31 December
Currency date date rate, % 2020 rate, % 2019
16/03/2015-  16/03/2022-
KZT 2711272018 05/02/2028 8.50-12.00 75,652 8.50-12.00 77,798
USb 10/06/2019 10/06/2021 4.50 5,093 4,50 4,974
Bonds issued in

Kazakhstan ushD 03/03/2006 Perpetual 6.27 28,259 7.93 30,610
109,004 113,382

Accrued interest 1,322 1,215
110,326 114,597

Coupons on debt securities issued are repayable semi-anmually; principal is repayable at maturity. Interest payment dates
for perpetual instruments are: March 3, June 3, September 3, and December 3, paid annually.

22, SUBORDINATED BONDS

Issue Maturity Interestrate, 31 December Interest 31 December
Currency date date Yo 2020 rate, % 2019
27/1172000-  27/11/2024-
Fixed rate KZT 03/11/2017 03/11/2032 4.00-11.00 53,167 4.00-11.00 52,025
05/12/2007 -  05/12/2022-
Floating rate KZT 11/11/2008 11/11/2023 8.00 8,408 6.30-6.50 8,379
61,575 60,404
Accrued interest 1,079 1,067
62,654 61,471

Coupons on subordinated bonds are repayable semi-annually; principal is repayable at maturity.
Participation in the Programme of Strengthening Financial Stability of Banking Sector in the Republic of Kazakhstan

By its Resolution No.191 dated 10 October 2017 the NBRK approved the Bank’s participation in the Programme of
Strengthening Financial Stability of Banking Sector of the Republic of Kazakhstan (the “Programme™},

In accordance with the terms of the Programme, the Bank received cash from the NBRK’s subsidiary — Kazakhstan
Sustainability Fund JSC — by means of issue of registered coupon subordinated bonds of the Bank (the “Bonds”) convertible
into the Bank’s ordinary shares on the terms provided for in the Bond Issue Prospectus.

The Bank is subject to restrictions (covenants) in its activities valid for 5 years from the Bonds’ issue date, breach of any
of each will result in exercising by the Bonds® holders of their right of Bonds being converted to the Bank’s ordinary shares:

- The Bank undertakes to comply with capital adequacy ratios set by the authorised body for the second-tier banks of
the Republic of Kazakhstan.

- The Bank undertakes not to commit action intended to withdraw the Bank’s assets; at that, surnmary of activities to
be considered the withdrawal of assets is set out in the Bond Issue Prospectus.

Within the framework of the Bank’s participation in the Programme, on 3 November 2017, the Bank placed the Bonds at
Kazakhstan Stock Exchange in the amount of KZT 60,000 million with a 15-year maturity and coupon rate of 4.00% per
year. Unwinding of discount of the Bonds using the market interest rate of 13%, which was recognised as income in the
statement of profit or loss at initial recognition of the Bonds, is KZT 34,993 million. As at 31 December 2020, the carrying
amount of the Bonds is KZT 24,604 million (31 December 2019: KZT 23,507 million).
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22. SUBORDINATED BONDS, CONTINUED

Reconciliation of movements of liabilities to cash flows arising from financing activities

Balance at 1 January 2019

Changes from financing cash flows
Proceeds from debt securities issued
Repayment of debt securities issued
Proceeds from subordinated bonds
Repayment of subordinated bonds

Total changes from financing cash flows
Changes in carrying amounnt from recognition of discount
Other changes

Interest expense

Interest paid

Balance at 31 December 2019

Balance at 1 January 2020

Changes from financing cash flows

Repayment of debt securities issued

Total changes from financing cash flows

Changes in carrying amount from recognitior of discount
Other changes

Interest expense

Interest paid

Balance as at 31 December 2020

23. OTHER LIABILITIES

Liabilities
Debt secn.lrities Subordinated
issued bonds Total
101,646 72,054 173,700
34,701 34,701
(21,701) (21,701)
- 400 400
- (11,879 (11,879
13,000 (11,479) 1,521
(1,014} {1,095) (2,109)
27 1,045 1,672
8,960 7,637 16,597
{8,022) (6,691) (14,713)
114,597 61,471 176,068
Liabilities
Debt securities Subordinated
issued bonds Tatal
114,597 61,471 176,068
(8,960} - (8,960)
(8,960) - (8,960)
1,053 1,303 2,356
2,317 (1,200} 1,117
11,364 7,185 18,549
(10,045) (6,105) (16,150)
110,326 62,654 172,980

31 December

31 December

2020 2019
Other financial liabilities:
Liability from continuing involvement {Note 16 (g)) 210,889 103,082
Liabilities under guarantees issued 5,946 7,764
Settlements on other liabilities 5,916 8,620
Provision for guarantees and letters of credit 667 112
Accrued commission expenses 144 462
223,562 120,040
Other non-financial liabilities:
Taxes payable other than income tax 1,299 732
Other non-financial liabilities 277 1,185
Total other liabilities 225,138 121,957
24. SHARE CAPITAL
As at 31 December 2029 the Bank’s share capital comprises the following:
Placement of  Repurchased share
Authorised Unissued authorised capital Total share
share capital share capital ordinary shares from shareholders capital
Ordinary shares, items 1,211,140,611 {1,045,502,700) 14,371,988 - 180,009,899
Preference shares, items 39,249,255 - - (38,953,841) 205.414

Ordinary shares of 14,371,988 for the total amount of KZT 4,312 million were placed in May 2020 with a placing price of
KZT 300 per share.
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24. SHARE CAPITAL, CONTINUED

As at 31 December 2020 the Bank’s share capital comprises the following:

Authorised Placement of

and issued share authorised ordinary
capital shares Total
Ordinary shares 59,035 4,312 63,347
Preference shares 89 - 89
59,124 4,312 63,436

As at 3] December 2019 the Bank’s share capital comprises the following:
Placement of Repurchased share

Authorised Unissued authorised capital Total share
share capital share capital _ordinary shares  from shareholders capital
Ordinary shares, items 995,876,753 (833,419,953 3,181,111 - 165,637,911
Preference shares, items 39,249,255 - - (38,953,841) 295414

Ordinary shares of 3,181,111 for the total amount of KZT 954 million were placed in March 2019 with a placing price of
KZT 300 per share.

As at 31 December 2019 the Bank’s share capital comprises the following:

Anthorised Placement of

and issued share  authorised ordinary
capital shares Total
Ordinary shares 58,081 954 59,035
Preference shares 89 - 89
58,170 954 59,124

All ordinary shares are ranked equally, carry one vote, and have no par value.

Preference shares are cumulative and convertible into ordinary shares according to the decision of the Board of Directors,
one preferred share can be exchanged for one ordinary share. According to the legislation of the Republic of Kazakhstan
and Bank’s incorporation documents, dividends are payable on ordinary shares in the form of cash or securities of the Bank,
on condition that the decision was made at the annual meeting of shareholders of the Bank. In accordance with the Bank’s
Charter, dividend on ordinary shares are paid on the basis of financial results for the year. Distributable reserves are subject
to rules and regulations of the Republic of Kazakhstan.

Terms of preference shares require that the Bank pays dividends per one preference share as follows:
R=(b+3.5%) x 300, where

R —is a guaranteed amount of dividends per one preference share convertible into an ordinary share, which is calculated in
tenge.

b -is a base rate of the NBRK. The base rate is determined as at the first day of the year following the year, in which
dividends on preference shares were paid. In this regard the guaranteed amount of dividends per one preference share is
set at the level of not less than 12% and not more than 14% per annum.

Dividends on preference shares are paid to comply with the legislation of the Republic of Kazakhstan. This legislation
envisages that joint stock companies pay the fixed guaranteed amount of the dividend on the preference shares. Under the
Kazakhstan law on joint stock companies, the amount of the dividend paid on the ordinary shares may not exceed the
amount of the dividends paid on preference shares. In addition, dividends on ordinary shares may not be paid until dividends
on preference shares have been paid in full.
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24. SHARE CAPITAL, CONTINUED
For the year ended For the year ended

31 December 31 Decernber

2020 2019

Quantity Quantity

(in thousands) (in thousands)
Preference shares at the beginning of the year 148 39,249

Preference shares repurchased (54) {38,954)
Preference shares at the end of the year 94 295
Ordinary shares at the beginning of the year 160,509 162,457
Placement of authorised ordinary shares 14,372 3,181
Treasury shares repurchased (2,841 -
Treasury shares sold 210 -
Ordinary shares at the end of the year 172,250 165,638

Reserve capital

Until 2013, in accordance with amendments to the Resolution No. 196 “On Establishment of Minimum Limit on Reserve
Capital of Second-Tier Banks” issued by the Agency of the Republic of Kazakhstan on the Regulation and Supervision of
Financial Markets and Financial Organisations (the “FMSA™) dated 31 Janunary 2011 (that became invalid in 2013), the

Bank was obligated to establish a reserve capital by transferring an amount from retained earnings to provision for future
expected losses.

As at 31 December 2020, reserve for general banking risks of the Bank included in retained earnings in the separate
statement of financial position of the Bank amounts to KZT 4,981 million (31 December 2019: KZT 4,981 million).

25. SEGMENT REPORTING

The segment information below is presented on the basis used by the Bank’s chief operating decision maker to evaluate
performance, in accordance with IFRS 8 and in accordance with the segment reporting presented in the separate financial
statements for the years ended 31 December 2020 and 2019. The Bank’s reporting segments under IFRS 8§ are as follows:

. Corporate banking — maintenance of settlement accounts, deposit taking, provision of overdrafts, loans and other
credit facilities.

. Retail banking — provisions of private banking services, private customer current accounts, taking of savings,
deposits, investment savings products, custody, credit and debit cards, consumer loans and mortgages.

. Investment banking — financial instruments trading, money market operations, repo agreements, foreign currency
and derivative products, structured financing, corporate lease and asset management services, merger and
acquisitions advice, provision of the Bank’s funding through issue of debt securities and attracting loans. This
segment is responsible for redistribution of funds raised by other segments.

The accounting policies of the operating segments are consistent with those described in the summary of significant
accounting policies, of these separate financial statements. The Board of Directors reviews discrete financial information
for each of its segments, including assessment of operating income, assets and liabilities. The segments are managed
primarily on the basis of their results, which do not include the effects of intragroup eliminations.

Segment assets and liabilities comprise all assets and liabilities, which account for the major portion of the separate
statement of financial position but excluding income tax assets and liabilities. Internal charges and transfer pricing
adjustments have been reflected in the performance of each business. All revenues and expenses are atiributable only to
external customers, and there are no transactions between business segments.

Therefore, the Bank presents its business on the basis of three main segments. Segment information about these businesses
is presented below.
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25. SEGMENT REPORTING, CONTINUED

For the year
ended
Retail Corporate Invesiment 31 December
banking banking banking 2020
Interest income calculated using the effective
interest method 53,013 50,119 19,011 122,143
Interest expense (33,037) (13,743) (18,549} (65,329)
Credit loss allowance for interest-bearing assets (13,915) (33,646) - (47,561)
Net non-interest income 6,544 30,604 2,209 39,357
Operating expenses (9,988) (23,848) {4,55%) (38,395)
Profit/(oss) before income tax 2,617 9,486 (1,888) 10,215
Segment assets* 499,214 970,090 373,972 1,843,276
Segment liabilities* 677,441 865,114 162,055 1,704,610
Other segment items
Depreciation/amortisation expense on property,
plant and equipment and intangible assets (813} (2,128) (230) (3,171)
Loans to customers and banks 498,688 554,326 - 1,053,014
Customer accounts 676,320 513,257 - 1,189,577
Financial guarantees and credit related
commitments - 128,888 - 128,888
*- net of current and deferred income tax. Income tax expense is not allocated.
For the year
ended
Retail Corporate Investment 31 December
banking banking banking 2019
Interest income caleulated using the effective
interest method 52,579 49,536 16,088 118,203
Interest expense (27,915) (17,495) (16,427) {61,837
Credit loss allowance for interest-bearing assets (17,126) (25411) - 42,537y
Net non-interest income 4,710 17,131 2,254 24,095
Operating expenses (9,072) (24,353) (2,621) (36,046)
Profit/(loss) before income tax 3,176 (592) (706) 1,878
Segment assets*® 429,377 851,185 174,509 1,455,071
Segment liabilities* 567,940 546,011 220,396 1,334,847
Other segment items
Depreciation/amortisation expense on property,
plant and equipment and intangible assets (769) (1,942) (155) (2,866)
Loans to customets and banks 427,685 598,686 - 1,026,371
Customer accounts 544,463 414,774 - 959,237
Financial guarantees and credit related
commitments - 138,821 - 138,821

*- net of current and deferred income tax. Income tax expense is not allocated.

The majority of the Bank's assets are located in the Republic of Kazakhstan and the Bank generates income from operations

conducted within the Republic of Kazakhstan.

Major customers

For the year ended 31 December 2020 the reporting segments have no corporate and retail customers {for the year ended
31 December 2019: no corporate and retail customers), whose income from transactions individually exceed 10% of the

total income of the Bank.
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26. RISK MANAGEMENT POLICY
{a)  Corporate governance structure

The Bank was established as an open joint-stock company in accordance with the requirements of the legislation of the
Republic of Kazakhstan. The Bank’s supreme governing body is the general meeting of the shareholders, which is convened

to hold the annual and extraordinary meetings. The general meeting of shareholders makes strategic decisions related to the
Bank’s operations.

The general meeting of shareholders determines the structure of the Board of Directors, The Board of Directors has overall
responsibility for the general management of the Bank’s activity.

The legislation of the Republic of Kazakhstan and Bank’s Charter determine the lists of decisions, which are exclusively
approved by the general shareholders’ meeting and that are approved by the Board of Directors.

The Board of Directors meeting elects the Chairman of Management Board, determines the structure of the Management
Board. The Bank’s executive bodies are responsible for implementation of the decision made by the general meeting of

shareholders and Board of Directors. The Bank’s executive bodies are subordinated to the Board of Directors and general
meeting of shareholders.

(b)  Risk management policies and procedures

Management of risk is fundamental to the Bank’s business of banking and is an essential element of the Bank’s operations.

The major (significant} risks faced by the Bank are those related to market risk, credit risk, liquidity risk and operating risk,
legal risk and reputational risk.

The 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 limits. Risk management policies and procedures
are reviewed regularly to reflect changes in market conditions and emerging best practice.

As at 31 December 2020, the Bank’s internal documentation establishing the procedures and methodologies for
identification, managing and stress-testing the Bank’s significant risks, was approved by the authorised management bodies
of the Bank in accordance with regulations and recommendations issued by the NBRX.

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

The Management Board is responsible for monitoring and implementation of risk mitigation measures and making sure
that the Bank operates within the established risk parameters. The Risk Management function (Risk Management Group)
are responsible for the overall risk management and compliance functions, ensuring the implementation of common
principles and methods for identifying, measuring, managing and reporting both financial and non-financial risks. The Risk
Management fanction reports directly to the Chairman of the Management Board and indirectly to the Board of Directors.

Credit, market and liquidity risks, both at the portfolio and transactional levels, are managed and controlled through a
system of Credit Committees, Finance and Risk Management Committee (FRMC) and Risk Management Committee
(FMC). In order to facilitate efficient and effective decision-making, the Bank established a hierarchy of credit committees,
depending on the type and amount of the exposure.

Both external and internal risk factors are identified and managed throughout the organisation. Particular attention is given
to identifying the full range of risk factors and determining the level of assurance over current risk mitigation procedures.

(¢) Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market prices. Market risk comprises currency risk, interest rate risk and other price risks. Market risk arises from open
positions in interest rate and equity financial instruments, which are exposed to general and specific market movements and
changes in the level of volatility of market prices and foreign currency rates.

The objective of market risk management is to manage and control market risk exposures within acceptable parameters,
whilst optimising the return on risk.
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26. RISK MANAGEMENT POLICY, CONTINUED
(¢}  Market risk, continued

FRMC, FMC manage interest rate risk and market risk thus ensuring a positive interest margin for the Bank. The
Department of Planning and Finance exercises monitoring of the current financial position of the Bank, assesses the Bank’s
sensitivity to changes in the interest rates and their impact on the Bank’s profitability.

The Bank manages its market risk by setting open position lirits in relation to portfolios of certain financial instruments,
interest rate maturity and currency positions and stop-loss limits. These are monitored on a regular basis and reviewed and
approved by the Management Board.

) Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes
in market interest rates. The Bank is exposed to the effects of fluctuations in the prevailing levels of market interest rates
on its financial position and cash flows, Interest margins may increase as a result of such changes but may also reduce or
create losses in the event that unexpected movements oceur.

Interest rate sensitivity analysis

The management of interest rate risk based on interest rate gap analysis is supplemented by monitoring the sensitivity of
financial assets and liabilities. An analysis of sensitivity of profit or Joss and equity (net of taxes) to changes in interest
rates (repricing risk} based on a simplified scenario of a 100 basis point (bp) symmetrical fall or rise in all yield curves and
positions of interest-bearing assets and liabilities existing as at 31 December 2020 and 2019 is as follows:

2020 2019

Profit or loss Equity Profit or loss Equity

KZT min KZT min KZT min KZT min

100 bp paratlel fall (2,008) (2,008) (1,101} (1,101)
100 bp parallel rise 2,008 2,008 1,101 1,101

An analysis of the sensitivity of net profit or loss and equity as a result of changes in the fair value of financial assets
measured at fair value through other comprehensive income and through profit or loss due to changes in the interest rates,
based on positions existing as at 31 December 2020 and 2019 and a simplified scenario of a 150 bp symmetrical fall or rise
in all yield curves, is as follows:

202¢ 2019

Profit or loss Equity Profit or loss Equity

KZT min KZT min KZT min KZT min

100 bp parallel fall - (7,005) - (4,120}
100 bp parallel rise - 6,128 - 4411

(it}  Currency risk
The Bank has assets and liabilities denominated in several foreign currencies.

Currency risk is the risk that the fair value or the future cash flows of a financial instrument will fluctuate because of
changes in foreign currency exchange rates.

The Treasury Department performs currency risk management through management of open currency position, which
enables the Bank to minimize losses from significant fluctuations of exchange rates of national and foreign currencies, The
Risk Management Group determines limits on open currency positions and stop-loss. All limits and restrictions are
approved by the Management and the Board of Directors. The Treasury Department performs monitoring of the Bank’s
currency position with the aim to match the requirements of the NBRK.
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26. RISK MANAGEMENT POLICY, CONTINUED
(¢)  Market risk, continued
(it} Currency risk, continued

Interest rate sensitivity analysis, continned The following table shows the foreign currency exposure structure of financial
assets and liabilities as at 31 December 2020:

usDh EUR 31 December
USD1= EUR1= Other 2020
KZT KZT 420.91 KZT 516.79 currency Total
Financial assets:
Cash and cash equivalents 129,684 132,801 8,747 7,510 278,742
Investment securities measured at fair value
through other comprehensive income 243887 49,568 2,640 - 296,095
Investment financial assets at amortised cost - 10,257 - - 10,257
Due from banks 38,113 5313 - - 63,426
Loans to customers and banks 836,778 201,376 14,076 784 1,053,014
Other financial assets 14,233 4,121 134 16 18,504
Total financial assets 1,282,695 403,436 25,507 8,310 1,720,038
Financial liabilities:
Due to banks and financial institutions 114,120 2,642 153 - 116,915
Customer aceounts 793,313 364,232 25,369 6,663 1,189,577
Debt securities issued 76,795 33,531 - - 110,326
Subordinated bonds 62,654 - - - 62,654
Other financial liabilities 215,228 8,072 212 50 223,562
Total financial liabilities 1,262,110 408,477 25,734 6,713 1,703,034
Open position 26,585 (5,041) (137) 1,597 17,004
The Bank's exposure to foreign currency exchange rate risk as at 31 December 2019 is presented in the table below:
USD EUR 31 December
USD1= EUR1= Other 2019
KZT KZT 382.59 KZT 429 currency Total
Financial assets:
Cash and cash equivalents 38,114 103,930 11,716 4,896 158,656
Investment securities measured at fair value
through other comprehensive income 100,982 59,537 21 - 160,540
Investment financial assets at amortised cost 2,529 - - - 2,529
Due from banks 5,957 3,145 - - 9,102
Loans to customers and banks 825,455 190,200 10,716 - 1,026,371
Other financial assets 8,623 4,688 213 11 13,535
Total financial assets 981,660 361,500 22,666 4,907 1,370,733
Financial liabilities:
Due to banks and financial institutions 74,413 3,087 85 - 77,585
Customer accounts 608,599 323,922 22,388 4,328 959,237
Debt securities issued 79,001 35,596 - - 114,597
Subordinated bonds 61471 - - - 61,471
Other financial liabilities 114,329 5,380 202 129 120,040
Total financial liabilities 937,813 367,985 22,675 4,457 1,332,930
Open position 43,847 (6,485) (9) 450 37,803

A weakening of the KZT, as indicated below, against the following currencies at 31 December 2020 and 2019, would have
increased (decreased) equity and profit or loss by the amounts shown below. This analysis is on net of tax basis and is based
on foreign currency exchange rate variances that the Bank considered to be reasonably possible at the end of the reporting
period. The analysis implies that all other variables, especially interest rates, are constant.
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