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INDUSTRIAL AND COMMERCIAL BANK OF CHINA ALMATY JSC

Statement of Management’s Responsibilities
for the Preparation and Approval of the Financial Statements
for the Year Ended 31 December 2023

Management is responsible for the preparation of the financial statements that present fairly the financial
position of Industrial and Commercial Bank of China Almaty JSC (the “Bank”) as at 31 December 2023, and the
related statements of profit or loss and other comprehensive income, changes in equity and cash flows for the
year then ended, and of material accounting policy information and notes to the financial statements

(the “financial statements”) in compliance with International Financial Reporting Standards (“IFRS”).

In preparing the financial statements, management is responsible for:

e  Properly selecting and applying accounting policies;

° Presenting information, including accounting policies, in a manner that provides relevant, reliable,
comparable and understandable information;

e  Providing additional disclosures when compliance with the specific requirements in IFRSs are insufficient
to enable users to understand the impact of particular transactions, other events and conditions on
the Bank’s financial position and financial performance; and

e  Making an assessment of the Bank’s ability to continue as a going concern,

Management is also responsible for:

° Designing, implementing and maintaining an effective and sound system of internal controls, throughout
the Bank;

® Maintaining adequate accounting records that are sufficient to show and explain the Bank’s transactions
and disclose with reasonable accuracy at any time the financial position of the Bank, and which enable
them to ensure that the financial statements of the Bank comply with IFRS;

e  Maintaining statutory accounting records in compliance with legislation of the Republic of Kazakhstan;

e Taking such steps as are reasonably available to them to safeguard the assets of the Bank; and

° Preventing and detecting fraud and other irregularities.

The financial statements for the year ended 31 December 2023 were approved by the Management of the
Bank on 23 April 2024.
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. Deloitte LLP
36 Al Farabi Avenue
Almaty, 050059
Republic of Kazakhstan
Tel.: +7(727) 258 13 40
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INDEPENDENT AUDITOR’S REPORT

To the Shareholder and the Board of Directors of Industrial and Commercial Bank of China
Almaty JSC

Opinion

We have audited the financial statements of Industrial and Commercial Bank of China
Almaty JSC (the “Bank”), which comprise the statement of financial position

as at 31 December 2023, statement of profit or loss and other comprehensive income,
statement of changes in equity and statement of cash flows for the year then ended, and
notes to the financial statements, including material accounting policy information.

In our opinion, the accompanying financial statements present fairly, in all material respects,
the financial position of the Bank as at 31 December 2023, and its financial performance and
its cash flows for 2023 year in accordance with International Financial Reporting Standards
(“IFRSs”).

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 Auditor’s
Responsibilities for the Audit of the Financiaf 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) (the “IESBA Code”) together with the ethical
requirements that are relevant to our audit of the financial statements in Republic of
Kazakhstan, and we have fulfilled our other ethical responsibilities in accordance with these
requirements and the IESBA Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

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

In preparing the 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.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited (“DTTL"), its global network of member firms, and their related
entities [collectively, the “Deloitte organization”). DTTL (also referred to as “Deloitte Global”) and each of its member firms and related
entities are legally separate and independent entities, which cannot obligate or bind each other in respect of third parties. DTTL and each
DTTL member firm and related entity is liable only for its own acts and omissions, and not those of each other. DTTL does not provide
services to clients. Please see www.deloitte.com/about to learn more.



Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue
an auditor’s 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
financial statements.

As part of an audit in accordance with I1SAs, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the 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.

e  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.

e  Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by Management.

e  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 auditor’s report to the related disclosures in
the 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
auditor’s report. However, future events or conditions may cause the Bank to cease to
continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the 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.
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INDUSTRIAL AND COMMERCIAL BANK OF CHINA ALMATY JSC

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
AS AT 31 DECEMBER 2023
(in thousands of Kazakhstani tenge)

Year ended Year ended
31 December 31 December
Note 2023 2022
Interest income calculated using the effective interest method
Cash and cash equivalents 10,893,105 7,277,948
Investment securities measured at amortised cost 7,029,797 7,051,271
Loans to corporate customers 2,318,227 1,066,528
20,241,129 15,395,747
Interest expense on financial liabilities measured at amortised cost
Current accounts and deposits from customers (2,120,913) (2,398,176}
Due to banks and other borrowed funds (253,112) (53,613)
(2,374,025) (2,451,789)
Net interest income 17,867,104 12,943,958
Net fee and commission income 5 185,388 161,423
Net foreign exchange income
- dealing operations 2,917,039 3,010,138
- translation differences 502,933 227,515
Other income 1,998 1,964
Non-interest income 3,607,358 3,401,040
(Allowance for expected credit losses) / recovery of the allowance for expected
credit losses on loans to corporate customers 10 (12,122) 125,461
(Allowance for expected credit losses) / recovery of the allowance for expected
credit losses on cash and cash equivalents 9 (654) 28
Personnel expenses 6 (1,392,852) (1,173,053)
Other operating expenses 7 (546,663) (702,900)
Taxes other than income tax (121,163) (154,730)
Depreciation and amortization 12 (114,859) (103,655}
Non-interest expense (2,188,313) (2,008,849)
Profit before income tax 19,286,149 14,336,149
Income tax expense 8 (2,607,450) (1,501,726)
Profit and total comprehensive income for the year 16,678,699 12,834,423

On behalf of the

Ali agzumova
“hief Accountant
23 April 2024
Almaty, Kazakhstan

Lang Weme e \ i
Chairman of tke M{n‘a&eﬁ?&

The notes on pages 9-55 form an integral part of these financial statements.



INDUSTRIAL AND COMMERCIAL BANK OF CHINA ALMATY JSC

STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2023
(in thousands of Kazakhstani tenge)

31 December

31 December

Note 2023 2022
ASSETS
Cash and cash equivalents 9 284,331,698 236,394,509
Placements with banks and other financial institutions 9 479,560 4,188,850
Loans to corporate customers 10 12,553,117 6,291,319
Investment securities measured at amortised cost 11 51,345,499 42,689,717
Financial assets at fair value through profit or loss - 2,098
Property, plant and equipment and intangible assets 12 705,844 649,908
Deferred tax asset 8 35,147 103,538
Other assets 45,456 40,797
TOTAL ASSETS 349,496,321 290,360,736
LIABILITIES
Due to banks 13 28,492,864 30,117,724
Current accounts and deposits from customers:
- Current accounts and deposits from corporate customers 14 230,480,365 161,818,789
- Current accounts and deposits from government entities 14 1,416,302 703,315
- Current accounts and deposits from retail customers 14 9,122,228 6,973,118
Other borrowed funds 15 13,833,297 40,979,516
Other liabilities 309,630 605,338
TOTAL LIABILITIES 283,654,686 241,197,800
EQUITY
Share capital 16 8,933,491 8,933,491
Statutory reserve 1,653,592 1,653,592
Retained earnings 55,254,552 38,575,853
TOTAL EQUITY 65,841,635 49,162,936
TOTAL LIABILITIES AND EQUITY 349,496,321 290,360,736

v

The notes on pages 9-55 form an integral part of these financial statements.

z

23 April 2024
Almaty, Kazakhstan



INDUSTRIAL AND COMMERCIAL BANK OF CHINA ALMATY JSC

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2023
(in thousands of Kazakhstani tenge)

Retained

Share capital Statutoryreserve earnings Total equity

31 December 2021 8,933,491 1,653,592 25,741,430 36,328,513
Profit and total comprehensive income for the

year = - 12,834,423 12,834,423

31 December 2022 8,933,491 1,653,592 38,575,853 49,162,936

Profit and total comprehensive income for the year - - 16,678,699 16,678,699

31 December 2023 8,933,491 1,653,592 55,254,552 65,841,635

agzumova

C Accountant
23 April 2024 st 23 April 2024
Almaty, Kazakhstan Almaty, Kazakhstan

The notes on pages 9-55 form an integral part of these financial statements.




INDUSTRIAL AND COMMERCIAL BANK OF CHINA ALMATY JSC

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2023
(in thousands of Kazakhstani tenge)

2023 2022
CASH FLOWS FROM OPERATING ACTIVITIES
Interest income received 19,601,720 15,126,097
Interest expense paid (1,937,211) (2,448,545)
Fee and commission received 288,285 231,963
Fee and commission paid (85,870) (69,163)
Net foreign exchange gain 3,419,972 3,010,138
Other income received 1,998 1,964
Personnel expenses paid (1,381,762) (1,071,161)
Other operating expenses paid (1,627) (582,243)
Decrease/(increase) in operating assets
Placements with banks and other financial institutions 3,870,757 (2,928,195)
Loans to corporate customers (6,273,097) 3,896,148
Financial instruments at fair value through profit or loss 2,008 (2,098)
Other assets 139,119 111,531
Increase/(decrease) in operating liabilities
Due to banks 1,801,448 27,055,325
Current accounts and deposits from customers 72,539,598 (57,150,910)
Financial instruments at fair value through profit or loss - (65)
Other liabilities - (20,5%99)
Net cash flows from/(used in) operating activities before income tax paid 91,985,428 (14,839,813)
Income tax paid (2,539,893} (1,502,807}
Net cash flows from/(used in) operating activities 89,445,535 (16,342,620)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investment securities measured at amortised cost (409,817,323) (515,845,820)
Redemption of investment securities measured at amortised cost 400,667,627 532,809,203
Purchase of property, plant and equipment and intangible assets (Note 12) (171,263) (148,741)
Net cash flows (used in)/from investing activities (9,320,959} 16,814,642
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from other borrowed funds {Note 15) 29,520,094 136,604,000
Repayment of other borrowed funds (Note 15) (51,773,695) (103,502,513)
Net cash flows (used in)/from financing activities (22,253,601} 33,101,487
Net increase in cash and cash equivalents 57,870,975 33,573,509
Effect of changes in exchange rates on cash and cash equivalents (9,933,132) 13,372,225
Effect of changes in expected credit losses on cash and cash equivalents (654) 28
Cash and cash equivalents at the beginning of the year (Note 9) 236,394,509 189,448,747
Cash and cash equivalents at the end of the year (Note 9) 284,331,698 236,394,509

/ —
AliyaMagzumova
jef Accountant

Ay ? 23 April 2024
Almaty, Kazakhstan.” oS e Almaty, Kazakhstan

Lang Weijiej| > =
Chairman of

The notes on pages 9-55 form an integral part of these financial statements.



INDUSTRIAL AND COMMERCIAL BANK OF CHINA ALMATY JSC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE ENDED 31 DECEMBER 2023

1.

GENERAL INFORMATION
(a) Organization and operations

Industrial and Commercial Bank of China Almaty JSC (the “Bank”) was established in the

Republic of Kazakhstan on 3 March 1993. The principal activities are deposit taking, opening and
maintenance of the customer accounts, lending, issuing guarantees, cash and settlement operations
and transactions with securities and foreign exchange. The activities of the Bank are regulated by the
National Bank of the Republic of Kazakhstan (the “NBRK”). The Bank holds a general banking license
#1.1.37 issued on 3 February 2020.

The Bank’s registered office is rooms 845 and 846, 150/230 Abai Avenue, corner of Turgut Ozal Street,
block 7, Almaty, 050046, Republic of Kazakhstan.

The Bank does not have any branches and subsidiaries. The majority of the Bank’s assets and liabilities
are located in the Republic of Kazakhstan.

The Bank is wholly owned by Industrial and Commercial Bank of China JSC (the “Parent”), which is
incorporated and operates in the People’s Republic of China. The ultimate controlling party
shareholder is the People’s Republic of China. Related party transactions are detailed in Note 21.

{b) Operating environment

Emerging markets such as Kazakhstan are subject to different risks than more developed markets,
including economic, political and social, and legal and legislative risks. Laws and regulations affecting
businesses in Kazakhstan continue to change rapidly, tax and regulatory frameworks are subject to
varying interpretations. The future economic direction of Kazakhstan is heavily influenced by the fiscal
and monetary policies adopted by the government, together with developments in the legal,
regulatory, and political environment.

Because Kazakhstan produces and exports large volumes of oil and gas, its economy is particularly
sensitive to the price of oil and gas on the world market. Also, the government expenses on major
infrastructure projects and various socio-economic development programs have a significant impact
on the country’s economy.

The military and political conflict between Russia and Ukraine escalated in early 2022. As a result,
several countries introduced economic sanctions against Russia and Belarus, including measures to
ban new investment and restrict interaction with major financial institutions and many state
enterprises.

In 2023, the average price for Brent crude oil was 83 USD per barrel (2022: 101 USD per barrel).
According to preliminary estimates, the Kazakhstan’s gross domestic product (“GDP”) grew by
4,9% per annum in 2023 (2022: 3.2%). Inflation in the country declined in 2023 to 9.8% per annum
(2022: inflation was 20.3% per annum).

Iin 2023, the National Bank of the Republic of Kazakhstan reduced the base rate from 16.75%

to 15.75% per annum with a corridor of +/- 1.0 percentage points. In January 2024, the base rate
further decreased to 15.25% per annum with a corridor of +/- 1.0 percentage points. However, the
uncertainty still exists related to future development of the geopolitical risks and their impact on the
economy of Kazakhstan.



INDUSTRIAL AND COMMERCIAL BANK OF CHINA ALMATY JSC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE ENDED 31 DECEMBER 2023

Management of the Bank is monitoring developments in the economic, political, and geopolitical
situation and taking measures it considers necessary to support the sustainability and development of
the Bank’s business for the foreseeable future. However, the consequences of these events and
related future changes may have a significant impact on the Bank’s operations.

BASIS OF PREPARATION

(a) Statement of compliance

These financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”).

(b) Basis for measurement

The financial statements are prepared on the historical cost basis except that financial instruments are
stated at fair value through profit or loss.

(c) 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 the Bank.

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

Financial information presented in KZT is rounded to the nearest thousand.

{d) Use of estimates and judgments

The preparation of financial statements in conformity with IFRS requires management to make
judgments, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. Actual results could differ from those
estimates.

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

Assumptions and estimation uncertainty

Information about assumptions and estimation uncertainties that have a significant risk of resulting in a
material adjustment in the year ended 31 December 2023 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;
- Impairment of loans to corporate customers - Note 10.



INDUSTRIAL AND COMMERCIAL BANK OF CHINA ALMATY JSC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE ENDED 31 DECEMBER 2023

3. MATERIAL ACCOUNTING POLICY INFORMATION

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

(a) Foreign currency transactions

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

Non-monetary items that are measured in terms of historical cost in a foreign currency are transacted
using the exchange rate at the date of the transaction.

Foreign currency differences arising on retranslation are recognized in profit and loss.

(b) Interest income and expense

Effective interest rate

Interest income and expense are recognized 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:

e  the gross carrying amount of the financial asset; or
° the amortized 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 orissue of a financial asset or financial liability.

Amortized cost and gross carrying amount

The ‘amortized 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 amortization 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.




INDUSTRIAL AND COMMERCIAL BANK OF CHINA ALMATY JSC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE ENDED 31 DECEMBER 2023

The ‘gross carrying amount of a financial asset’ measured at amortized cost is the amortized cost of a
financial asset before adjusting for any loss allowance.

Calculation of interest income and expense

The effective interest rate of a financial asset or financial liability is calculated on initial recognitionof a
financial asset or a financial liability. 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 amortized 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.

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 amortized 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 amortized 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 3(e)(iv).
Presentation of information

Interest income calculated using the effective interest method presented in the statement of profit or
loss and other comprehensive income includes interest income on financial assets measured at
amortized cost.

Interest expense presented in the statement of profit or loss and other comprehensive income
includes interest expense on financial liabilities measures at amortized cost.

{c) 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 calculation.

Other fee and commission income — including account servicing fees, remittance and cash operations,
fees for placement and origination of a syndicated loan - is recognized as the related services are
provided.

The contract with a customer, which resulted in a financial instrument recognized in the financial
statements of the Bank may be partially within the scope of IFRS 9 and partially within the scope of
IFRS 15. If this is the case, then the Bank first applies IFRS 9 to separate and measure the part of the
contract that is in the scope of IFRS 9 and then applies IFRS 15 to the residual.

Other fee and commission expense includes mostly the service costs, which are expenses as soon as
the respective services are received.



INDUSTRIAL AND COMMERCIAL BANK OF CHINA ALMATY JSC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE ENDED 31 DECEMBER 2023

{d} 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, obligatory reserves in NBRK 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 carried at amortized cost in the statement of financial position.

(e) Financial assets and financial liabilities
(i) Classification of financial instruments

On initial recognition, a financial asset is classified as measured at: amortized cost, fair value through
other comprehensive income (“FVOCI”) or fair value through profit or loss (“FVTPL").

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

e  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.

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

e 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 recognized in other comprehensive
income, except for the following, which are recognized in profit or loss in the same manner as for
financial assets measured at amortized cost:

e interest revenue using the effective interest method;
° Expected credit losses (“ECL”) and reversals; and
e  foreign exchange gains and losses.

When a debt financial asset measured at FVOCI is derecognized, the cumulative gain or loss previously
recognized 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.




INDUSTRIAL AND COMMERCIAL BANK OF CHINA ALMATY JSC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE ENDED 31 DECEMBER 2023

Gains and losses on such equity instruments are never reclassified to profit or loss and no
impairment is recognized in profit or loss. Dividends are recognized in profit or loss unless they clearly
represent a recovery of part of the cost of the investment, in which case they are recognized in other
comprehensive income. Cumulative gains and losses recognized in other comprehensive income are
transferred to retained earnings 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 amortized cost or at FVOCl 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;

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

e 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;

e 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

e 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.

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.




INDUSTRIAL AND COMMERCIAL BANK OF CHINA ALMATY JSC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE ENDED 31 DECEMBER 2023

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:

e contingent events that would change the amount and timing of cash flows;

e |everage features;

° prepayment and extension terms;

e terms that limit the Bank’s claim to cash flows from specified assets (e.g. non-recourse asset
arrangements);

e features that modify consideration of the time value of money — e.g. periodical reset of
interest rates.

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.

(ii} Derecognition
Financial assets

The Bank derecognizes 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 control of the financial asset.

On derecognition of a financial asset, the difference between the carrying amount of the asset {or the
carrying amount allocated to the portion of the asset derecognized) 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 recognized in other comprehensive income is recognized
in profit or loss.

The Bank enters into transactions whereby it transfers assets recognized on its 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 derecognized. 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 recognize
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.

Financial liabilities

The Bank derecognizes a financial liability when its contractual obligations are discharged or cancelled,
or expired.



INDUSTRIAL AND COMMERCIAL BANK OF CHINA ALMATY JSC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE ENDED 31 DECEMBER 2023

(iii) Impairment

The Bank recognizes loss allowances for expected credit losses (ECL) on the following financial
instruments that are not measured at FVTPL:

° financial assets that are debt instruments;

e financial guarantee contracts issued (previously, impairment was measured under
IAS 37 Provisions, Contingent Liabilities and Contingent Assets.)

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

° debt investment securities that are determined to have low credit risk at the reporting date; and
e other financial instruments 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 expected credit losses (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 are 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 a
financial instrument. Financial instruments, for which a lifetime ECL are 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).

Measurement of expected credit losses (“ECL")
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;

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

See also Note 4.

Credit-impaired financial assets

At each reporting date, the Bank assesses whether financial assets carried at amortised cost and debt
financial assets at FVOCl 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.
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Evidence that a financial asset is credit-impaired includes the following observable data:

L significant financial difficulty of the borrower or issuer;

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

® restructuring of a loan or advance on terms that the Bank would not consider otherwise;
° it is probable that the borrower will enter bankruptcy or other financial reorganisation; or
e the disappearance of an active market for a security because of financial difficulties.

Aloan that was renegotiated due to a deterioration in the borrower’s condition was usually
considered to be impaired unless there was evidence that the risk of not receiving contractual cash
flows had reduced significantly and there were no other indicators of impairment.

In addition, a loan that is overdue for 60 days or more is considered credit-impaired.

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

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

e  The rating agencies’ assessments of creditworthiness.

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

e  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.

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

e  financial assets measured at amortized cost: as a deduction from the gross carrying amount of
the assets.

Non-integral financial guarantee contracts

The Bank assesses whether a financial guarantee contract held is an integral element of a financial
asset that is accounted for as a component of that instrument or is a contract that is accounted for
separately. The factors that the Bank considers when making this assessment include whether:

e the guarantee is implicitly part of the contractual terms of the debt instrument;

e  the guarantee is required by laws and regulations that govern the contract of the debt
instrument;

¢  the guarantee is entered into at the same time as and in contemplation of the debt instrument;
and

° the guarantee is given by the parent of the borrower or another company within the
borrower’s group.
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(f) Loans to customers
‘Loans to corporate customers’ caption in the statement of financial position include:

° loans to customers measured at amortized cost (see Note 3(e)(i}); they are initially measured at
fair value plus incremental direct transaction costs, and subsequently at their amortized cost
using the effective interest method.

{g) Investment securities

The ‘investment securities measured at amortised cost’ caption in the statement of financial position
includes debt investment securities measured at amortised cost (see Note 3(e)(i)); these are initially
measured at fair value plus incremental direct transaction costs, and subsequently at their amortised
cost using the effective interest method.

(h) Deposits and other borrowed funds

Deposits and other borrowed funds are initially measured at fair value minus incremental direct
transaction costs, and subsequently measured at their amortised cost using the effective interest
method.

(i) Property, plant and equipment

(i) Owned assets

Items of property, plant and equipment are measured at cost less accumulated depreciation and
impairment losses.

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

(ii} Depreciation

Depreciation is charged to profit or loss on a straight-line basis over the estimated useful lives of the
individual assets. ltems of property, plant and equipment are depreciated from the date that they are
acquired, or in respect of internally constructed assets, from the date that the asset is completed and
ready for us. Land is not depreciated. The estimated useful lives of various items of property, plant and
equipment are as follows:

2023 2022
Buildings and construction 10-30 years; 10-30 years;
Computers 3 years; 3 years;
Vehicles 6 years; 6 years;

Other 5-10 years. 5-10 years.
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{i) Share capital
(i}  Ordinary shares

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

(k) 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 expense includes the expected tax payable on the taxable income or loss for the year,
using tax rates enacted or substantively enacted at the reporting date, and any adjustments to tax
payable in respect of previous years.

Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred
tax asset is not recognised for the initial recognition of temporary differences that affect neither
accounting nor taxable profit or loss.

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.

Deferred tax asset is recognized to the extent that it is probable that future taxable profits will be
available against which the temporary differences, unused tax losses and credits can be utilized.
Deferred tax assets are reduced to the extent that it is no longer probable that the related tax benefit
will be realized.
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() Adoption of new and revised standards

(i) New and amended IFRS Standards that are effective for the current year

In the current year, the Bank has applied a number of amendments to IFRS Accounting Standards
issued by the International Accounting Standards Board (IASB) that are mandatorily effective for an
accounting period that begins on or after 1 January 2023. Their adoption has not had any material
impact on the disclosures or on the amounts reported in these financial statements:

Amendments to IFRS 1 “First-time
Adoption of International Financial
Reporting Standards”, and

IFRS Practice Statements #2 Making
materiality judgements — Disclosure
of Accounting Policies

Amendments to 1AS 12 “Income
Taxes” - Deferred Tax related to
Assets and Liabilities arising from a
Single Transaction

Amendments to IAS 12 “Income
Taxes” - International Tax Reform -
Pillar Two Model Rules.

Amendments to I1AS 8 “Accounting
Policies, Changes in Accounting
Estimates and Errors” —Definition
of Accounting Estimates

The Bank has adopted the amendments to IAS 1 for the first time in the current year.

The amendments change the requirements in IAS 1 with regard to disclosure of accounting
policies. The amendments replace all instances of the term ‘significant accounting policies’
with ‘material accounting policy information’. Accounting policy information is material if,
when considered together with other information included in an entity’s financial
statements, it can reasonably be expected to influence decisions that the primary users of
general purpose financial statements make on the basis of those financial statements.

The supporting paragraphs in IAS 1 are also amended to clarify that accounting policy
information that relates to immaterial transactions, other events or conditions is immaterial
and need not be disclosed. Accounting policy information may be material because of the
nature of the related transactions, other events or conditions, even if the amounts are
immaterial. However, not all accounting policy information relating to material
transactions, other events or conditions is itself material.

The IASB has also developed guidance and examples to explain and demonstrate the
application of the ‘four-step materiality process’ described in IFRS Practice Statement 2.
The Bank has adopted the amendments to IAS 12 for the first time in the current year.

The amendments introduce a further exception from the initial recognition exemption.
Under the amendments, an entity does not apply the initial recognition exemption for
transactions that give rise to equal taxable and deductible temporary differences.
Depending on the applicable tax law, equal taxable and deductible temporary differences
may arise on initial recognition of an asset and liability in a transaction that is not a business
combination and affects neither accounting profit nor taxable profit.

Following the amendments to IAS 12, an entity is required to recognise the related deferred
tax asset and liability, with the recognition of any deferred tax asset being subject to the
recoverability criteria in 1AS 12.

The Bank has adopted the amendments to IAS 12 for the first time in the current year. The
IASB amends the scope of IAS 12 to clarify that the Standard applies to income taxes arising
from tax law enacted or substantively enacted to implement the Pillar Two model rules
published by the OECD, including tax law that implements qualified domestic minimum top-
up taxes described in those rules.

The amendments introduce a temporary exception to the accounting requirements for
deferred taxes in IAS 12, so that an entity would neither recognise nor disclose information
about deferred tax assets and liabilities related to Pillar Two income taxes.

Following the amendments, the Bank is required to disclose that it has applied the
exception and to disclose separately its current tax expense (income) related to Pillar Two
income taxes.

The Bank has adopted the amendments to |AS 8 for the first time in the current year. The
amendments replace the definition of a change in accounting estimates with a definition of
accounting estimates. Under the new definition, accounting estimates are “monetary
amounts in financial statements that are subject to measurement uncertainty”. The
definition of a change in accounting estimates was deleted.
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The adoption of new standards and interpretations did not lead to significant changes in the Bank's
accounting policies that impact the reporting data of the current and previous periods.

(ii) New and revised IFRS Standards in issue but not yet effective

At the date of authorisation of these financial statements, the Bank has not applied the following new
and revised IFRS Standards that have been issued but are not yet effective:

Amendments to IFRS 10 and IAS 28 Sale or Contribution of Assets between an Investor and its Associate or
Joint Venture

Amendments to IAS 1 Classification of Liabilities as Current or Non-current

Amendments to IAS 1 Non-current Liabilities with Covenants

Amendments to IAS 7 and IFRS 7 Supplier Finance Arrangements

Amendments to IFRS 16 Lease Liability in a Sale and Leaseback

The management does not expect that the adoption of the Standards listed above will have a material
impact on the financial statements of the Bank in future periods.

4. SIGNIFICANT ACCOUNTING ESTIMATES

This note presents information about the Bank’s exposure to financial risks. For information on the
Bank's financial risk management framework, see Note 17.

Credit risk - amounts arising from expected credit losses

Inputs, assumptions and techniques used for estimating impairment
See description of accounting policy in Note 3({e)(iii).

Significant increase in credit risk

When determining whether the risk of default on a financial instrument 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 informed 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 the following criteria for determining whether there has been a significant increase in
credit risk:

° qualitative indicators such as negative external information (e.g. overdue loans of borrowers with
other banks), evaluation of future credit worthiness (previous credit history, etc.); and
e  backstop of 30 days past due.
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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 the risk of default. These factors
may 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/counteragent. 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.

Corporate exposure

° Information obtained during periodic review of borrowers’ 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.

e Payment record — this includes overdue status as well as a range of variables about payment ratios
° Data from credit rating agencies, press articles, changes in external credit ratings

° Requests for and granting of forbearance

® Quoted bond and credit default swap (CDS) prices for the issuer where available

® Existing and forecast changes in business, financial 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 and by type of product and horrower as well as by credit risk grading. For some
portfolios, information purchased from external credit reference agencies is also used.

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.

Determining whether credit risk has increased significantly

The Bank assesses whether credit risk has increased significantly since initial recognition at each
reporting period.
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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 quantitative 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. Such qualitative factors are
based on its expert judgement and relevant historical experience.

As a backstop, the Bank considers, amongst other, that a significant increase in credit risk occurs no
later than when an asset is more than 30 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.

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 (12-month period) during which the financial
asset is required to demonstrated good behavior to provide evidence that its credit risk has declined
sufficiently. When contractual terms of a loan have been modified, evidence that the criteria for
recognizing lifetime ECL are no longer met includes history of up-to-date payment performance
against the modified contractual terms.

Definition of default
The Bank considers a financial asset to be in default when (but not limited to):

e the accrual of interest on the loan was suspended due to the deterioration of the financial condition
of the borrower; or

e part and/or the entire amount of the borrower's debt has been written off, which was caused by
a significant increase in credit risk since the moment the loan was issued; or

e the loan was sold at a significant discount (a significant discount means 30% or more of the
principal amount); or

o forced restructuring of the loan; or

e  a lawsuit was filed to declare the borrower bankrupt in accordance with the legislation of the
Republic of Kazakhstan; or

e the borrower applied to the court to declare him bankrupt in accordance with the legislation of
the Republic of Kazakhstan; or there is more than 90 (ninety) days overdue on any borrower's loan
with the Bank or other banks.

In assessing whether a borrower is in default, the Bank considers indicators that are (but not limited to):

° qualitative —e.g. breaches of covenant;

® guantitative — e.g. overdue status and non-payment on another obligation of the same issuer to
the Bank; and

e based on data developed internally and obtained from external 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.
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Incorporating of forward-looking information

The Bank incorporates forward-looking information into both the assessment of whether the credit
risk of an instrument has increased significantly since its initial recognition and the measurement of
ECL, using the coefficient calculated at the Industrial and Commercial Bank of China (“ICBC”) group’s
level.

Measurement of expected credit losses
The key inputs into the measurement of ECL are generally the following variables:

° probability of default (PD);
° loss given default (LGD);
° exposure at default (EAD).

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

The methodology of estimating PDs is discussed above under the heading “Generating the term
structure of PD”.

Due to lack of own supportable information about the foreclosure of collateral for at least two years
period, the Bank applies liquidity ratios set by the NBRK for calculation of a recovery rate (1-LGD) to the
value of collateral, for calculation of expected credit losses.

EAD represents the expected exposure in the event of a default. The Bank derives the EAD from the
current exposure to the borrower and potential changes to the current amount allowed under the
contract and arising from amortisation. The EAD of a financial asset is its gross carrying amount at the
time of default. For lending commitments, the EAD is potential future amounts that may be drawn
under the contract, which are estimated based on historical observations and forward-looking forecasts.

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.

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

measurement of ECL are as follows.

External benchmarks used

Exposure Exposure

31 December 31 December
2023 2022 PD LGD

Cash and cash equivalents 284,331,698 236,394,509
Placements With. banks Moody’s recovery studies/ From 0%
and otherfinancial to 100% depending on the type of
institutions 479,560 4,188,850 collateral in accordance with NBRK
Loans to corporate customers 12,553,117 6,291,319 ICBC group’sdefault requirements; 0% - if the
study counterparty is the Government of
. the Republic of Kazakhstan, the NBRK
Investment securities or national managing holding
measured at amortised companies, and balances of these
cost 51,345,499 42,689,717 counterparties are denominated in
Other financial assets 35,629 8,013 KZT.

NET FEE AND COMMISSION INCOME

Year ended Year ended
31 December 31 December
2023 2022
Fee and commission income:

Transfer operations 194,914 153,576
Agency services 64,057 45,737
Cash operations 8,786 9,884
Guarantee and letter of credit issuance 917 647
Other fee and commission income 2,584 20,742
Total fee and commission income 271,258 230,586

Fee and commission expense:
Transfer operations (48,428) (42,047)
Payment cards maintenance (184) (169)
Other fee and commission expense (37,258) (26,947)
Total fee and commission expense (85,870} (69,163)
Net fee and commission income 185,388 161,423

Fee income for agency services includes commissions received by the Bank when issuing syndicated
loans to residents and non-residents of the Republic of Kazakhstan for participating as an agent in
cooperation with the China Development Bank, with the Export-Import Bank of China, with

China Merchants Bank, with the Asian Infrastructure Investment Bank and European Bank for
Reconstruction and Development. The Bank provides loan administration services. Agency fees for
transaction support and arrangement of syndicated loans are recognized over time as the related
services are rendered. Fee for other transactions is recognized at the time of the related transactions.
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Fee and commission income on transfer transactions and issuance of guarantees and letters of credit,
which 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 as the Bank satisfies its
performance obligation under the contract:

a. commission for transfer operations and cash operations is charged for execution of customers’
payment orders in accordance with the tariffs depending on the type of transaction and is
recognised as income at the time when transaction is performed;

b.  commission for guarantee and letter of credit issuance is paid by customers in advance and is
recognised as income over the term of validity of a relevant guarantee or letter of credit.

PERSONNEL EXPENSES
Year ended Year ended
31 December 31 December
2023 2022
Employee compensation 1,255,625 1,067,502
Payroll related taxes 137,227 105,551
Total personnel expenses 1,392,852 1,173,053
OTHER OPERATING EXPENSES
Year ended Year ended
31 December 31 December
2023 2022
Information and communication services 211,299 63,254
Travel expenses 51,318 20,698
Security 30,936 25,062
Professional services 29,588 73,500
Utilities 24,861 28,765
Membership fees 18,389 14,588
Information technology services 18,029 353,56¢
Insurance 11,450 13,00¢
Advertising expenses 10,538 23,33¢
Deposit insurance 9,740 10,91¢
Training expenses 9,653 5,02¢
Repair and maintenance 5,968 7,511
Transportation expenses 5,845 3,51¢
Representation expenses 4,185 4,12(
Office supplies 3,915 5,50:
Translation and notary services 3,562 2,752
Expenses for providing employees protective gear 1,069 11,42¢
Cash collection 514 65¢
Other 95,804 35,692

Total other operating expenses 546,663 702,900
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8. INCOME TAX EXPENSE

Year ended Year ended
31 December 31 December
2023 2022
Current year tax expense (2,539,059) (1,500,429}
Income tax underprovided in prior reporting periods - (2,378)
Total current income tax expense (2,539,059) (1,502,807)
Movement in deferred tax liabilities / deferred tax assets due to origination and reversal of
temporary differences (68,391) 1,081
Total income tax expense (2,607,450) (1,501,726}
In 2023, the applicable tax rate for current and deferred tax was 20% (2022: 20%).
Reconciliation of effective tax rate for the years ended 31 December 2023 and 2022:
December 31, December 31,
2023 % 2022 %
Profit before income tax 19,286,149 14,336,149
Income tax at the applicable tax rate {20%) (3,857,230) (20.0) (2,867,230) (20.0)
Non-taxable income on government securities 1,415,597 7.3 1,410,254 9.8
Income tax underprovided in prior periods - (0.0) (2,378) (0.0)
Other non-deductible expenses (165,817) (0.9) (42,372) (0.3)
(2,607,450) (13.6) (1,501,726) (10.5)

Deferred tax assets and liabilities

The deductible temporary differences do not expire under current tax legislation.

Movements in temporary differences during the years ended 31 December 2023 and 2022 are

presented as follows.

1 January Recognised in 31 December

2023 profit or loss 2023

Property, plant and equipment and intangible assets 28,829 (66,893) (38,064)
Loans to corporate customers 26,225 2,549 28,774
Other liabilities 48,484 (4,047) 44,437
103,538 (68,391) 35,147

1January Recognised in 31 December

2022 profit or loss 2022
Property, plant and equipment and intangible assets 19,065 9,764 28,829
Loans to corporate customers 51,325 (25,100) 26,225
Other liabilities 32,067 16,417 48,484
102,457 1,081 103,538
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9. CASH AND CASH EQUIVALENTS
31 December 31 December
2023 2022

Cash on hand 161,855 112,351
Nostro accounts with the NBRK (rated BBB-) 67,584,053 162,795,850
Nostro accounts with other banks
rated from A- to A+ 68,437,523 9,515,683
rated from BBB- to BBB+ 168,085 -
rated from BB- to BB+ 1,901 12,612
not rated 202,618 8,774
Total nostro accounts with other banks 68,810,127 9,537,069
Less: allowance for expected credit losses (419) (37)
Total nostro accounts with other banks, net 68,809,708 9,537,032
Cash equivalents
Term deposits with the NBRK (rated BBB-) 143,148,045 63,949,276
Term deposits with other banks
rated from A- to A+ 4,628,292 -
Less: allowance for expected credit losses (255) =
Total term deposits with other banks 4,628,037 -
Total cash equivalents 147,776,082 63,949,276
Total cash and cash equivalents 284,331,698 236,394,509

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

All cash and cash equivalents are allocated to Stage 1 of the credit risk grade.
As at 31 December 2023 and 2022, the Bank has two counterparties - banks, whose deposit balances
exceed 10% of equity. The gross value of these balances as at 31 December 2023 comprised

KZT 66,781,263 thousand (31 December 2022: KZT 232,951,786 thousand).

Analysis of movements in the allowance for expected credit losses

31 December 31 December

2023 2022

Stage 1 Stage 1

Balance at 1 January 37 76
Recovery of expected credit losses/(allowances for expected credit losses) 654 (28)
Foreign exchange movement (17) (11)

Balance at 31 December 674 37
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10.

Minimum reserve requirements

In accordance with regulations issued by the NBRK, minimum reserve requirements are calculated as
average of totals of specified proportions of different groups of banks liabilities for period of

twenty eight calendar days. Banks are required to comply with these requirements by maintaining
average reserve assets (in the form of local currency cash on hand and balances on current accounts
with the NBRK in national currency) equal or in excess of the average minimum requirements. As at

31 December 2023, the minimum reserve is KZT 7,363,777 thousand (31 December 2022:

KZT 6,474,485 thousand). Minimum reserve requirements are included in cash and cash equivalents as
they are highly liquid financial assets with original maturities of less than 3 months that are not subject
to significant fair value risk and are used by the Bank to settle short-term liabilities.

Placements with banks and other financial institutions

Accounts and deposits with banks and other financial institutions are represented by margin collateral
and guarantee contributions to the Kazakhstan Stock Exchange JSC (hereinafter referred to as the
“KASE") to ensure foreign currency trading and are deposited in accordance with the requirements of
the KASE. The following amounts are interest-free.

All accounts and deposits with banks and other financial institutions are classified as Stage 1 of the

credit risk level. As at 31 December 2023 and 2022, there are no allowances for expected credit losses
with respect to accounts and deposits with banks and other financial institutions.

LOANS TO CORPORATE CUSTOMERS

31 December 31 December

2023 2022

Loans to corporate customers 12,696,325 6,422,405
Less: allowance for expected credit losses (143,208) (131,086)
Total loans to corporate customers 12,553,117 6,291,319

As at 31 December 2023 and 2022, all loans to corporate customers are not past due and allocated to
Stage 1 of the credit risk grade.

(a) Analysis of movements in the allowance for expected credit losses

31 December 31 December

2023 2022

Stage 1 Stage 1

Balance at 1 January 131,086 256,547
Recovery of expected credit losses / (allowance for expected credit losses) 12,122 (125,461)
Balance at 31 December 143,208 131,086

(b) Key assumptions and judgments for estimating the loan impairment

The Bank estimates the loss allowance on loans to corporate customers in accordance with the
accounting policy as described in Note 3(e)(iv). The key assumptions used in estimating loss
allowances for the current year generally include the borrower’s credit rating.
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Changes in these estimates could affect the loss allowance for loans issued. For example, to the extent
that the net present value of the estimated cash flows differs by plus or minus one percent, the loss
allowance for loans to corporate customers as of 31 December 2023 would be

KZT 125,531 thousand lower/higher (31 December 2022: KZT 62,913 thousand).

(c) Analysis of collateral

Loans to corporate customers

Loans to corporate customers are subject to individual credit appraisal and impairment testing. The
general credit worthiness of a corporate 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 to provide it.

The following tables provides information on collateral and other credit enhancements securing loans
to corporate customers;

31 December 31 December
Carrying amount of loans to customers 2023 2022
Third party guarantees {with group rating A) 7,674,119 1,014,234
Collateralized loans 4,878,998 5,277,085
Total loans to corporate customers 12,553,117 6,291,319

The tables above exclude over collateralization.

The recoverability of these loans is primarily dependent on the credit worthiness of the borrowers
rather than the value of collateral, and the current value of the collateral does not impact the
impairment assessment.

(d) Industry and geographical analysis of the loan portfolio

Industry analysis of the loan portfolio

Loans to customers were issued to customers who operate in the following economic sectors:

31 December 31 December

2023 2022

Finance 7,674,119 1,014,234
Energy 5,022,206 5,408,171
12,696,325 6,422,405

Less: allowance for expected credit losses (143,208) (131,086)
12,553,117 6,291,319

Geographical analysis of the loan portfolio

Loans were issued to the customers operating in the Republic of Kazakhstan.
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11.

(e) Significant credit exposures

As at 31 December 2023 and 2022, the Bank has one borrower, whose loan balances exceed 10% of
equity. The gross value of these loans as at 31 December 2023 is KZT 7,674,119 thousand
(31 December 2022: KZT 5,277,085 thousand).

(f) Maturities of loans to customers

The maturity of the loan portfolio is presented in note 17(d), which shows the remaining period from
the reporting date to the contractual maturity of the loans.

INVESTMENT SECURITIES MEASURED AT AMORTISED COST

As at 31 December 2023, the total amount of investment securities measured at amortized cost is
represented by treasury bills of the Ministry of Finance of the Republic of Kazakhstan with the carrying
amount of KZT 30,501,869 thousand with maturity dates in 2024-2028 years and discount notes of the
National Bank of the Republic of Kazakhstan with the carrying amount of KZT 20,843,630 thousand
with maturity date in 2024, denominated in KZT and rated BBB.

As at 31 December 2022, the total amount of investment securities measured at amortized cost is
represented by treasury bills of the Ministry of Finance of the Republic of Kazakhstan with the carrying
amount of KZT 4,988,309 thousand with maturity dates in 2023 — 2026 years and discount notes of the
National Bank of the Republic of Kazakhstan with the carrying amount of KZT 37,401,408 thousand
with maturity date in 2023, denominated in KZT and rated BBB-.

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

The Bank holds these securities within a business model whose objective is to hold assets to collect
contractual cash flows. Officially published price quotations for similar debt securities with identical

terms are available at local stock exchange.

As at 31 December 2023 and 2022, there are no allowances for expected credit losses for investment
securities measured at amortised cost.

All investment securities measured at amortised cost are allocated to Stage 1 of credit risk level.



43

“(puesnouYl £46°2/ 173 1Z70T JaqWadaq T¢) puesnoyl 68E'TS 1Z)
40 junowe ayy u) Apsadoud JUBLIISIAUL JO UCIHIUYSP By} 33W JOU Op JeU) S3sed] O} Paje|al s13sse 3y} 4o asn-jo-3ySil 8yl spnjaul Juawdinba pue jueid ‘Apsdosd 13410 ‘€707 19qWa03( TE I8 Sy,

806619 LEB'LT SIT'TPL i1 968t 988'0tY ZT0Z 19quwiadaq TE 1e se Junowe SuilAiie)
(ex5'80¢) (c9z'sg) (8L6'seT) (T00'6E) (sgo‘ze1) (989'08¢) Z20TZ 19quiadaq If 1e se adue|jeg
{s59°€0T) (8222) (c0s'cE) (85€'T) (0£9'cT) (96€‘zy) Jeah ayy 404 351D UoRREZIJOWE pUE uolleRaIdaq
(858'v09) (se0'eg) (5/¥'26) (ev9'se) (sTv‘eot) (06Z°8€€E) ZT0oz Menuer T 1e se aduejeg

uoilezijiowe pue uoneasdag
12i'8SE'T 099'sS £60'89Z STT'6€ 186691 2L5'LT8 2207 J3qwiadaq T je se aduejeg

TrL'8pT T9€'s 987'¢S = 0LZty vz8'Ly suonIppy
089'602°1 662’8y LO8'VTIT STT'6E TTLLTT 8vL'6LL Z20t AMenuer T je se adue|eg

150D
tr8'soL obi'8ss PSS'ZTIT - 6vs‘821 TOE‘90t €207 19qwiadaQ T€ 1e se junowe JujAuie]
(£9€'128) (0g6'8E) (6¥1‘091) (sTT'6E) (082°19T) (eee'TZY) €202 Joqwadaq € J€ se ajuejeg
S00°Z - 500 - . = sjesodsiq
{6S8'vIT) (£o1'€) CYARCT] {r11) (569F¢) (£os'0w) 1edh 8y 104 881eyd uoneziiowe pue uolenaidag
(ET5'804) (g9 'sg) (g6's2T) {too'se) (s80°L2T) (989°08¢) €707 Menuer T e se adueleg
uoljezjyiowe pue uopepaldag
112’2251 0LE'L6 €0L2LT STT'6E 62062 v69°LZ8 £20T 12quia23Q T€ 1E Sk aduejeg
(PL¥'2) - (rLv'T) - - - sjesodsig
¥9Z'TLT 0Tl ¥80°L % 8¥E0ZT et SuonIppY
TTY'8SET 099°c5 £60'39¢ STT'6E T86'69T 7LS'1T3 €70 Aenuer T 1e se aauejeg
1503
|el101 s1asse a|qiduelu| 49410 SIIIYIA juawdinba SUOI3INIISUOD
Jeindwo) pue s3uipjing

S13SSV ITdIDNVLINI ANV LNINHINDI ANV LNY1d ‘ALYIdOYd ‘2T

€¢0¢ ¥349IN3030 TE AIANT IHL ¥Od
(Q3INNILNOD) SLNIWALYLS TVIDNYNI4 IHL OL SILON

ST ALVIANTY VNIHD 40 )INVE TVIJHIWINOD ANV TVIYLSNANI



INDUSTRIAL AND COMMERCIAL BANK OF CHINA ALMATY JSC

NOTES TO THE FINANCIAL STATEMENTS {CONTINUED)
FOR THE ENDED 31 DECEMBER 2023

13.

14.

15.

DUE TO BANKS
31 December 31 December
2023 2022
Vostro accounts of the banks of the Republic of Kazakhstan 20,483,518 21,014,364
Vostro accounts of organizations carrying out certain types of banking operations 4,848,472 2,685
Vostro accounts of the foreign banks 2,055,751 9,025,328
Vostro type accounts of the Parent Bank 1,105,123 75,347
28,492,864 30,117,724

As at 31 December 2023, Bank has none due to banks amounts, whose balance exceeds 10% of equity

(31 December 2022: two). The total value of those counterparties due to banks amounts as at
31 December 2023 is KZT nil (31 December 2022: KZT 18,985,017).

CURRENT ACCOUNTS AND DEPOSITS FROM CUSTOMERS

31 December

31 December

2023 2022
Current accounts and deposits from corporate customers
- Term deposits 119,840,138 43,346,358
- Current accounts and demand deposits 110,640,227 118,472,431
Total current accounts and deposits from corporate customers 230,480,365 161,818,789
Current accounts and demand deposits from the state entities
- Current accounts and demand deposits 1,416,302 703,315
Total current accounts and demand deposits from the state entities 1,416,302 703,315
Current accounts and deposits from retail customers
- Current accounts and demand deposits 9,122,228 6,931,601
- Term deposits - 41,517
Total current accounts and deposits from retail customers 9,122,228 6,973,118
Total current accounts and deposits from retail customers 241,018,895 169,495,222

As at 31 December 2023, the Bank has customer deposits in amount of KZT 15,000 thousand that serve
as collateral for unrecognized credit instruments granted by the Bank (2022: none)

As at 31 December 2023, the Bank has eight customers (2022: seven customers), whose balances
exceed 10% of equity. The gross value of these balances as at 31 December 2023 comprise
KZT 151,213,816 thousand (2022: KZT 124,195,827 thousand).

OTHER BORROWED FUNDS

Nominal
Maturity interestrate, 31 December 31 December
Date of issue date Currency % 2023 2022
Unsecured loans and borrowings  09/02/2023  08/02/2024 JPY 13,833,297 -
Unsecured loans and borrowings  22/12/2022  28/12/2023 IPY - 22,754,089
Unsecured loans and borrowings  14/07/2022  21/09/2023 IPY - 18,225,427
Other borrowed funds 13,833,297 40,979,516
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16.

As at 31 December 2023, the Bank has concluded one loan agreement with Industrial and Commercial
Bank of China, Tokyo Branch for JPY 4,300,000 thousand. The loan is repayable at maturity.

As at 31 December 2022, the Bank has concluded two loan agreements with Industrial and Commercial
Bank of China, Tokyo Branch for JPY 5,200,000 thousand and JPY 6,500,000 thousand. The loan is
repayable at maturity. These loans were fully repaid in 2023.

Reconciliation of liabilities arising from financing activities

Other borrowed funds

2023 2022
Balance as at 1 January 40,979,516 4,132,889
Changes from financing activities cash flows
Proceeds from other borrowed funds 29,520,094 136,604,000
Repayments of other borrowed funds (51,773,695) (103,502,513)
Total changes from financing activities cash flows (22,253,601) 33,101,487
Effect of changes in foreign exchange rates (4,936,399) 3,723,513
Changes in accrued interest 43,781 21,627
Balance as at 31 December 13,833,297 40,979,516

SHARE CAPITAL AND RESERVES
(a) Issued capital

As at 31 December 2023 and 2022, the authorized, issued and outstanding share capital comprises
14,238 ordinary shares with nominal value of KZT 627,440 per share.

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are
entitled to one vote per share at annual and general meetings of the Bank.

(b) Dividends

Under the legislation of the Republic of Kazakhstan and the Bank’s charter documents the dividends
available for distribution are subject to statutory regulation of the Republic of Kazakhstan.

In 2023 and 2022 years, the Bank did not declare and did not pay any dividends.
(c} Nature and purpose of reserves

Until 2013, in accordance with Resolution #196 On Establishment of Minimum Limit on Reserve Capital
of Second-Tier Banks issued by the Committee on 28 August 2009, the Bank had to establish reserve
capital by transferring an amount from retained earnings to a non-distributable reserve. The amount to
be transferred each year was calculated as the net profit for the preceding year before distribution of
dividends attributable to ordinary shareholders, multiplied by the percentage increase in classified
assets and contingent liabilities (as defined in the Resolution #296 On Approval of the Rules of
Classification of Assets, Contingent Liabilities and Creation of Provisions (Reserves) against Assets and
Contingent Liabilities issued by the Committee on 25 December 2006) during the preceding year. Such
percentage increase had to be not less than 10% and not more than 100%. Those Resolutions ceased to
be in force during 2013.
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17.

As at 31 December 2023 and 2022, the Bank has not transferred funds from retained earnings to a
statutory reserve.

As at 31 December 2023 and 2022, the Bank’s reserve capital was not dissolved.

RISK MANAGEMENT

Management of risk is fundamental to the business of banking and forms an essential element of the
Bank’s operations. The major risks faced by the Bank are those related to market risk, credit risk and
liquidity risk.

(a) Risk management policies and procedures

The risk management policy and methods 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.

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
Department is 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.

Credit, market and liquidity risks both at the portfolio and transactional levels are managed and
controlled through Strategic Planning and Risk Management Committee, Credit Committee, Risk
Management and Asset and Liability Management Committee.

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 determination of the level of
assurance over the current risk mitigation procedures. Apart from the standard credit and market risk
analysis, the Risk Management Department monitors financial and non-financial risks through the use of
risk management tools provided by internal documents (procedures) of the Bank.

(b) 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, currency and equity financial
instruments, which are exposed to general and specific market movements and changes inthe level of
volatility of market prices.

The objective of market risk management is to manage and control market risk exposures within
acceptable parameters, while optimising the return on risk.
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Overall authority for market risk is vested in the Board of Directors, Strategic Pla nning and Risk
Management Committee, Management Board and Risk Management and Asset and Liability
Management Committee (the “ACB of the Bank”).

The Bank manages its market risk by setting open position limits in relation to financial instruments,
currency positions and stop-loss limits. These are monitored on a regular basis and reviewed by the
ACB of the Bank and the Protocol/Decision is issued.

(i) 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 occur.
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(ii) Average effective interest rates

The table below represents average effective interest rates for interest bearing assets and liabilities as
at 31 December 2023 and 2022. These interest rates are an approximation of the yields to maturity of
these assets and liabilities.

2023 2022
Average effective interest rate, Average effective interest rate,
% %
Other Other
KZT uUsD currencies KZT usD currencies
Interest bearing assets
Cash and cash equivalents 15.48 4.15 0.41 16.39 4,15 0.41
Loans to corporate customers 17.86 - = 18.02 e &
Investment securities measured at
amortized cost 12.92 - - 15.83 - -
Interest bearing liabilities
Current accounts and depositsfrom
customers
- Current accounts anddemand
deposits 14.50 - - 14.50 - =
- Term deposits 7.75 0.67 - 7.75 0.67 -
Other borrowed funds - - 0.49 - - 0.49

(iii) 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 loss
and equity (net of taxes) to changes in interest rates (reprising 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 2023 and 31 December 2022 is as follows:

2023 2022
100 bp parallel rise 709,490 467,756
100 bp parallel fall (709,490) (467,756)

(iv} Currency risk
The Bank has assets and liabilities denominated in different 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 Bank does not hedge its
exposure to currency risk.
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The following table shows the foreign currency exposure structure of assets and liabilities, except for
KZT, as at 31 December 2023:

Other
KZT usD CNY currencies Total

ASSETS
Cash and cash equivalents 68,136,021 147,330,587 36,737,622 32,127,468 284,331,698
Placements with banks and other

financial institutions 25,000 454,560 - - 479,560
Loans to corporate customers 12,553,117 - - - 12,553,117
Investment securities measured at

amortised cost 51,345,499 - - - 51,345,499
Property, plant and equipment and

intangible assets 705,844 - - - 705,844
Deferred tax asset 35,147 - - - 35,147
Other assets 45,456 - - - 45,456
Total assets 132,846,084 147,785,147 36,737,622 32,127,468 349,496,321
LIABILITIES
Due to banks 1,807,250 64,760 26,569,545 51,309 28,492,864
Current accounts and deposits

from customers 66,491,073 146,179,525 10,131,529 18,216,768 241,018,895
Other borrowed funds - - - 13,833,297 13,833,297
Other liabilities 274,722 - 34,908 - 309,630
Total liabilities 68,573,045 146,244,285 36,735,982 32,101,374 283,654,686
Net position 64,272,039 1,540,862 1,640 26,094 65,841,635
Effect of derivatives held for risk

management = = - = =

Net position given the effect of
derivatives held for risk
management 64,272,039 1,540,862 1,640 26,094 65,841,635
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The following table shows the foreign currency exposure structure of assets and liabilities, except for
KZT, as at 31 December 2022:

Other
KZT usb CNY currencies Total

ASSETS
Cash and cash equivalents 25,895,000 135,876,628 32,656,209 41,966,672 236,394,509
Placements with banks and other

financial institutions 25,000 4,163,850 - - 4,188,850
Loans to corporate customers 6,291,319 - - - 6,291,319
Investment securities measured at

amortised cost 42,689,717 - - - 42,689,717
Financial assets at fair value

through profit or loss 2,098 - - - 2,098
Property, plant and equipment and

intangible assets 649,908 - " - 649,908
Deferred tax asset 103,538 - - - 103,538
Other assets 40,797 - - - 40,797
Total assets 75,697,377 140,040,478 32,656,209 41,966,672 290,360,736
LIABILITIES
Due to banks 511,680 196,763 29,363,417 45,864 30,117,724
Current accounts and deposits

from customers 26,016,021 139,632,804 2,903,258 943,139 169,495,222
Other barrowed funds - - - 40,979,516 40,979,516
Other liabilities 269,985 - 335,353 - 605,338
Total liabilities 26,797,686 139,829,567 32,602,028 41,968,519 241,197,800
Net position 48,899,691 210,911 54,181 (1,847) 49,162,936
Effect of derivatives held for risk

management 417,750 462,650 - - 880,400
Net position given the effect of

derivatives held for risk

management 49,317,441 673,561 54,181 (1,847) 50,043,336

A weakening of KZT, as indicated below in the table, against the following currencies at

31 December 2023 and 2022, 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 assumes that all other variables, in particular interest rates, remain constant.

2023 2022
30% appreciation of USD against KZT 366,807 161,655
10% appreciation of CNY against KZT 131 4,334
10% appreciation of other currencies against KZT 2,088 (148)

A strengthening of the KZT against the above currencies at 31 December 2023 and 2022, would have
had the equal but opposite effect on the above currencies to the amounts shown above, on the basis
that all other variables remain constant.
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(c) Credit risk

Credit risk is the risk of financial loss to the Bank if a customer or counterparty to a financial
instrument fails to meet its contractual obligations. The Bank has policies and procedures in place to
manage credit exposures (both for recognized financial assets and unrecognized contractual
commitments), including guidelines to limit portfolio concentration and the establishment of a Credit
Committee to actively monitor credit risk. The credit policy is reviewed and approved by the Board of
Directors.

The credit policy establishes:

procedures for review and approval of loan applications;

methodology for assessment of creditworthiness of borrower;
methodology for the evaluation of collateral;

credit documentation requirements;

° procedures for the ongoing monitoring of loans and other credit exposures.

Loan credit applications are reviewed by the Corporate Finance and Specialised Finance Department
and investment banking (the “front office”), which is responsible for the loan portfolios. Conclusions of
the managers of the Front office are based on a structured analysis focusing on the customer’s
business and financial performance. The loan credit applications then undergo a legal examination and
an examination on the economic security, carried out by the Security Service, theLegal Department
and the Compliance Control Department and Financial Monitoring Department. The Risk Management
Department and Credit Review and Approval Department prepare independent risk-conclusion and
verifies that credit policy requirements and risk appetite are met. The Credit Committee reviews the
loan credit application on the basis of submissions by the above-stated departments and services of the
Bank.

The Bank continuously monitors the performance of individual credit exposures and regularly
reassesses the credit worthiness of its customers. The review is based on the customer’s most recent
financial statements and other information submitted by the borrower, or otherwise obtained by the
Bank.

Apart from individual customer analysis, the credit portfolio is assessed by the Risk Management
Department with regard to credit concentration and market risks.

The maximum exposure to credit risk is generally reflected in the carrying amounts of financial assets
in the statement of financial position and unrecognized contractual commitment amounts. The impact

of possible netting of assets and liabilities to reduce potential credit exposure is not significant.

The maximum exposure to credit risk from financial assets at the reporting date is as follows:

31 December

31 December

2023 2022
ASSETS
Cash equivalents 284,331,698 236,394,509
Placements with banks and other financial institutions 479,560 4,188,850
Loans to corporate customers 12,553,117 6,291,319
Investment securities at amortized cost 51,345,499 42,689,717
Financial assets at fair value through profit or loss - 2,098
Other financial assets 35,630 8,013
Total maximum exposure 348,745,504 289,574,506
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For the analysis of collateral held against loans to customers and concentration of credit risk in respect
of loans to customers, see Note 10.

The maximum exposure to credit risk from unrecognized contractual commitments at the reporting
date is presented in Note 19.

{d) Liquidity risk

Liquidity risk is the probability of financial losses resulting from the Bank's inability to meet its
obligations on time without significant losses.

The Bank's liquidity risk management system is a set of components and processes ensuring effective
identification of liquidity risk, assessment of liquidity adequacy, regulation, monitoring and control of
liquidity risk associated with balance sheet and off-balance sheet assets and liabilities of the Bank, and
the impact of external factors on the liquidity of the Bank, including in a state of stress.

The Bank's liquidity risk management system consists of the following main components:

° tools for liquidity risk analysis;

e  control limits and early warning indicators of liquidity risk;

° stress testing of liquidity risk;

° funding strategy and financing plan;

e management of currency liquidity;

° diversification of funding sources;

° maintenance of acceptable stock of highly liquid assets;

e management of collateral for liquidity management purposes;
° management of intraday liquidity risk;

° management of intra-group liquidity risk.

In the process of liquidity management, the Bank is guided by the following principles:

e the liquidity risk management system corresponds to the size, nature of business and financial
condition of the Bank;

® applied methods and tools for liquidity risk evaluation do not contradict regulatory documents of
the regulator as well as ICBC standards;

® the Bank considers interaction between liquidity risk and other types of risks to which it is exposed;

e  the Bank takes into account the liquidity risk for each transaction affecting liquidity. When placing
assets into various financial instruments, the Bank strictly considers urgency of source of resources
and its amount;

° when making decisions, the Bank resolves the conflict between liquidity and profitability in favor
of liquidity;

e the Bank considers the results of stress tests in forming the financing plan of the Bank and in
defining the strategy and the internal liquidity assessment process;

*  The Bank takes into account the decline in the value of assets and the impact of their sale during
stresses on the level of liquidity, profitability, and capital.
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The Bank ensures a stable size and reasonable structure of funding sources: maintains the maturity
structure of funding sources based on the Bank's liquidity risk profile and changes in the external
market, taking into account cost; controls the concentration of funding sources, pays constant
attention to the dynamics of the deposits of major depositors (at least 10 depositors) and sources of
the Bank, as well as the value of the concentration limit for funding sources, ensures stable liquidity
support for growth of Bank assets and the nature of liquidity position.

The Bank has a permanent reserve of unencumbered highly liquid assets that can be used in the
shortest possible time without significant losses and discounts under various stress scenarios, including
events that entail the loss of access or a decrease in the volume of liquid funds provided by creditors,
including secured, as well as placed contributors.

The Bank is aware of the characteristics and diversification of funding sources and periodically reviews
the funding strategy in order to immediately respond to changes in the internal and external
environment:

o analyzes the needs and sources of funding under normal and stress scenarios at different time
intervals;

° manages the concentration of types, maturities, counterparties, currencies, instruments and
funding markets, and moderately sets concentration limits;

e manages funding channels, actively maintains relationships with key counterparties, maintains
moderate market activity.

In order to minimize negative impacts in the event of a liquidity crisis, the Board of Directors of the
Bank approves a financing plan that clearly defines the process for eliminating liquidity shortages in
emergency situations.

The following tables show the undiscounted cash flows on financial assets, liabilities and credit-related
commitments on the basis of their earliest possible contractual maturity. The total gross inflow and
outflow disclosed in the tables is the contractual, undiscounted cash flow on the financial assets, liability
or credit related commitment.

In accordance with legislation of the Republic of Kazakhstan, depositors can withdraw their term
deposits at any time, losing in most of the cases the accrued interest. Accordingly, these deposits,
excluding accrued interest, are shown in the table above in the category of “Demand and less than 1
month”.

For issued financial guarantee contracts, the maximum amount of the guarantee is allocated to the
earliest period in which the guarantee can be called.

The following tables show the undiscounted cash flows on financial liabilities and unrecognized credit-
related commitments on the basis of remaining term to maturity. The total gross outflow disclosed in
the tables is the contractual undiscounted cash flow on the financial liabilities or off-balance sheet
commitments.
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18. CAPITAL MANAGEMENT

The Bank maintains an actively managed capital base to cover risks inherent in the business. The

adequacy of the Bank’s capital is monitored using, among other measures, the ratios established by the

NBRK.

The primary objective of the Bank’s capital management is to ensure that the Bank complies with

externally imposed capital requirements and that the Bank maintains strong credit rating and healthy

capital ratios in order to support its business and maximise shareholder’s value.

The Bank manages its capital structure and makes adjustments to it in the light of changes in economic
conditions and the risk characteristics of its activities. No changes were made in the objectives, policy

and processes of capital management from the previous years.

The equity is the sum of tier 1 tier 2 capital. Various further limits and qualifying criteria are applied to

the above elements of the capital base.

Under the current capital requirements set by the NBRK banks have to maintain:

- a ratio of basic capital to the sum of credit risk-weighted assets, contingent liabilities and market

risk-weighted assets and contingent claims and liabilities and quantified operational risk (k1);

- a ratio of tier 1 capital to the sum of credit risk-weighted assets, contingent liabilities and market
risk-weighted assets and contingent claims and liabilities and quantified operational risk (k1-2);
- a ratio of equity to the sum of credit risk-weighted assets, contingent liabilities and market risk-

weighted assets and contingent claims and liabilities and quantified operational risk (k2).

As at 31 December 2023 and 31 December 2022, the minimum level of ratios as applicable to the Bank

are as follows:

k1-7.5%
k1-2 -8.5%
k2 —10.0%.

The Bank has complied with all externally imposed capital requirements as at 31 December 2023 and

2022.

As at 31 December 2023 and 2022, the Bank’s capital adequacy ratio, computed in accordance with

the NBRK requirements, comprised:

31 December

31 December

2023 2022

Tier 1 capital 65,783,195 49,145,039
Total capital 65,783,195 49,145,039
Risk weighted assets and contingent liabilities, possible claims and liabilities,

operational risk, market risk 24,791,489 14,666,256
Capital adequacy ratio k-1 265.30% 335.10%
Capital adequacy ratio ki1-2 265.30% 335.10%
Capital adequacy ratio k2 265.30% 335.10%
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19.

20.

CREDIT RELATED COMMITMENTS

The Bank has outstanding credit related commitments to extend credit. These credit related
commitments take the form of approved loans and credit card limits and overdraft facilities.

The Bank provides financial guarantees and letters of credit to guarantee the performance of
customers to third parties. These agreements have fixed limits and generally extend for a period of up
to five years.

The Bank applies the same credit risk management policies and procedures when granting credit
commitments, financial guarantees and letters of credit as it does for granting loans to customers.

The contractual amounts of credit related commitments are set out in the following table by category.
The amounts reflected in the table for credit related commitments assume that amounts are fully
advanced. The amounts reflected in the table for guarantees and letters of credit represent the
maximum accounting loss that would be recognized at the reporting date if the counterparties failed
completely to perform as contracted.

31 December 31 December
2023 2022

Contracted amount
Guarantees 15,000 -

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

As at 31 December 2023, all credit related commitments related to issued guarantees are allocated to
Stage 1 of the credit risk grade.

CONTINGENCIES
{a) Insurance

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

{b} Litigation
In the ordinary course of business, the Bank is subject to legal actions and complaints. Management

believes that the ultimate liability, if any, arising from such actions or complaints, will not have a
material adverse effect on the financial condition or the results of future operations.
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21.

The taxation system in Kazakhstan is relatively new and is characterized by frequent changes in
legislation, official pronouncements and court decisions, which are often unclear, contradictory and
subject to varying interpretation by different tax authorities, including opinions with respect to IFRS
treatment of revenues, expenses and other items in the financial statements. Taxes are subject to
review and investigation by various levels of authorities, which have the authority to impose severe
fines and interest charges. A tax year generally remains open for review by the tax authorities for
three subsequent calendar years; however, under certain circumstances a tax year may remain open
longer.

(c) Taxation contingencies in Kazakhstan

These circumstances may create tax risks in Kazakhstan that are more significant than in other
countries. Management believes that it has provided adequately for tax liabilities based on its
interpretations of applicable tax legislation, official pronouncements and court decisions. However, the

interpretations of the relevant authorities could differ and the effect on these financial statements, if
the authorities were successful in enforcing their interpretations, could be significant.

RELATED PARTY TRANSACTIONS
(a) Control relationship

The Bank’s parent company is Industrial and Commercial Bank of China JSC. The party with ultimate
control over the Bank is the Government of the People’s Republic of China.

Publicly available financial statements are produced by the Bank’s parent company.
(b) Transactions with members of the Board of Directors and Management Board

Total remuneration included in personnel expenses for the years ended 31 December 2023 and
31 December 2022 is as follows:

2023 2022
Short-term employee benefits 78,578 95,103
78,578 95,103

These amounts include cash and non-cash benefits in respect of the members of the Board of
Directors and the Management Board.

The outstanding balances as at 31 December 2023 and 2022 for transactions with the members of the
Board of Directors and the Management Board are as follows:

31 December 31 December
2023 2022

Statement of financial position
Current accounts and deposits from customers 6,870 18,982
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INDUSTRIAL AND COMMERCIAL BANK OF CHINA ALMATY JSC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE ENDED 31 DECEMBER 2023

22. FINANCIAL ASSETS AND LIABILITIES: FAIR VALUES AND ACCOUNTING CLASSIFICATIONS

(a) Accounting classifications and fair values

Under IFRS, fair value is determined by reference to the price that would be received to sell the asset
or paid to transfer the liability in an orderly transaction between market participants at the

measurement date.

Fair value of financial assets and financial liabilities that are not measured at fair value on a recurring

basis (but fair value disclosures are required).

Except for loans to corporate customers and investments measured at amortized cost, management
believes that the carrying amounts of the financial assets and liabilities recorded in the financial
statements approximate their fair values due to the current nature of such financial instruments.

The table below sets out the carrying amounts and fair values of financial assets and financial liabilities

as at 31 December 2023.

Measured at

Total carrying

amortized cost amount Fair value

Cash and cash equivalents 284,331,698 284,331,698 284,331,698
Placements with banks and other financial institutions 479,560 479,560 479,560
Loans to corporate customers 12,553,117 12,553,117 14,688,857
Investments measured at amaortized cost 51,345,499 51,345,499 51,270,295
Other financial assets 35,630 35,630 35,630
348,745,504 348,745,504 350,806,040

Due to banks 28,492,864 28,492,864 28,492,864
Current accounts and deposits from customers 241,018,895 241,018,895 241,018,895
Other borrowed funds 13,833,297 13,833,297 13,833,297
Other financial liabilities 58,960 58,960 58,960
283,404,016 283,404,016 283,404,016

The table below sets out the carrying amounts and fair values of financial assets and financial liabilities

as at 31 December 2022:

Measured at fair

value through Measured at Total carrying
profit or loss amortized cost amount Fair value
Cash and cash equivalents - 236,394,509 236,394,509 236,394,509
Placements with banks and other financial
institutions - 4,188,850 4,188,850 4,188,850
Loans to corporate customers - 6,291,319 6,291,319 6,518,614
Investments measured at amortized cost - 42,689,717 42,689,717 42,571,567
Financial assets at fair value through profit
or loss 2,098 - 2,098 2,098
Other financial assets - 8,013 8,013 8,013
2,098 289,572,408 289,574,506 289,683,651
Due to banks - 30,117,724 30,117,724 30,117,724
Current accounts and deposits from
customers - 169,495,222 169,495,222 169,495,222
Other borrowed funds - 40,979,516 40,979,516 40,979,516
Other financial liabilities = 80,807 80,807 80,807
- 240,673,269 240,673,269 240,673,269




INDUSTRIAL AND COMMERCIAL BANK OF CHINA ALMATY JSC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE ENDED 31 DECEMBER 2023

The estimates of fair value are intended to approximate 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. However, given the uncertainties and the use of subjective judgement, the fair
value should not be interpreted as being realizable in an immediate sale of the assets or settlement of
liabilities.

Fair values of financial assets and financial liabilities that are traded in active markets are based on
quoted market prices or dealer price quotations. For all other financial instruments, the Bank
determines fair values using other valuation techniques.

The objective of valuation techniques is to arrive at a fair value determination that reflects the price that
would be received to sell the asset or paid to transfer the liability in an orderly transaction between
market participants at the measurement date.

The Bank uses widely recognised valuation models for determining the fair value of financial
instruments. Valuation techniques include net present value and discounted cash flow models,
comparison to similar instruments for which market-observable prices exist and other valuation
models. The objective of valuation techniques is to arrive at a fair value determination that reflects the
price of the financial instrument at the reporting date that would have been determined by market
participants acting at arm’s length.

(b) Fair value hierarchy

The Bank measures fair values using the following fair value hierarchy, which reflects the significance
of the inputs used in making the measurements.

° Level 1: quoted market price (unadjusted) in an active market for an identical instrument.

e Level 2: inputs other than quotes prices included within Level 1 that are observable either directly
(i.e., as prices) or indirectly (i.e., derived from prices). This category includes instruments valued
using: quoted market prices in active markets for similar instruments; quoted prices for similar
instruments in markets that are considered less than active; or other valuation techniques where
all significant inputs are directly or indirectly observable from market data.

° Level 3: inputs that are unobservable. This category includes all instruments where the valuation
technique includes inputs not based on observable data and the unobservable inputs have a
significant effect on the instrument’s valuation. This category includes instruments that are
valued based on quoted prices for similar instruments where significant unobservable adjustments
or assumptions are required to reflect differences between the instruments.

The table below analyses financial instruments measured at fair value by the level in the fair value
hierarchy into which the fair value measurement is categorized. The amounts are based on the values
recognized in the statement of financial position:

31 December 31 December
2023 2022
Level 2 Level 2
Financial assets at fair value through profit or loss
- Derivative assets - 2,098

- 2,098
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23.

The following table analyses the fair value of financial instruments not measured at fair value, by the
level in the fair value hierarchy into which each fair value measurement is categorized as at

31 December 2023, excluding the financial instruments, for which the carrying amount approximates
the fair value:

Total carrying
Level 2 Total fair value amount

Assets
Investment securities measured at amortized cost 51,270,295 51,270,295 51,345,499

The following table analyses the fair value of financial instruments not measured at fair value, by the
level in the fair value hierarchy into which each fair value measurement is categorized as at

31 December 2022, excluding the financial instruments, for which the carrying amount approximates
the fair value:

Total fair Total carrying
Level 2 value amount

Assets
Investment securities measured at amortized cost 42,571,567 42,571,567 42,689,717

EVENTS AFTER THE REPORTING PERIOD

Management has not identified events occurred after 31 December 2023, requiring recognition or
disclosure.



