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To Board of directors
of Join-5tock Company
«KazAgroFinance»

Kazakhstani-German enterprise «<ELTAL-UVEMAN consulting», acting on the basis of Charter,
State license of the Ministry of Finance of the Republic of Kazakhstan Ne00O00018, series M®IO
dated December 27, 1999 on auditing activity, referred Lo as “Audit firm™, in compliance with
Contract dated January 22, 2004 year have conducted an audit of enclosed financial statement of
Join-Stock Company «KazAgroFinancen, hereinafter referred to as “Company™ for a year
finished in December 31, 2003,

These financial statements are the responsibility of the Company’s management. Audit firm’s
responsihility is to express an opinion on these financial statements based on our audit.

Except as discussed in the following paragraph, we conducted our audit in accordance with
International Standards on Auditing. These standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material
misstatement, An audit includes examining, on a test basis, cvidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable hasis for our opinion.

We didn’t observe the counting of the physical inventories as of November 1. 2003year since that
date was prior to the time we were initially engaged as auditors of the Company.

In our opinion. except for the effects of such adjustments, if any, as might have been determined
to be necessary had we been able to satisfy ourselves as to physical inventory guantities the
financial statements give a true and fair view of the financial position of the Company as of
December 31. 2003 year and of the results of its operations and its cash flows for the year then
ended in accordance with International Standards on Accounting.

Auditor,

Gorbacheva Elena,

(license on right to carrying of audit control
of bank activity Ned5 of 12.05.2002)
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Balance sheet

as of Januarvl, 2004 (for 2003)

of Joint-Stock Company “KazAgroFinance”

unti: thousand tenge

[ Mo Activities At the " Atthe endof |
lines beginning of the accounting
the accounting | period
period
Assets:
1. Current assets
Ll Cash and cash equivalents 21 184 570 078
1.2 Short-term financing mvestments 1 775 000 3 540 000
1.3. Interest payable 2168 41 857
1.4. Accounts receivable I 726 749 1 510361
1.5. Payments reccivable 44 524 40119
1.6, Advances paid for shipment of inventory (works and 2 937 2162
services)
1.7 Loans advanced
1.8. Current portion of long term borrowings (loans) 2132 2811
18, Other accounts receivable 49760 34 4589
1.10. | Inventory 766 670 202 371
1.11, | Deferred expenses 134 495 65 950
1.12, | Allowance for doubtful debt -117 983
Total current assets 4 525 619 5892 215
2, Fixed Assets
Total fixed assets, including: * 279717 93 851
Buildings and constructions 58 840 30 750
Muachinery, equipment and transmitting 188 335 18 666
gejuipment |
Vehicles 24 404 14070
other fixed assets & 138 10363
Accumulated depreciation® 40 759 24 310
2.1, Total fixed asscts’ Book value, 238 958 69 541
including:
Huildings and constructions 56757 46 044
Machinery, equipment and fransmitting fag 479 0155
equipment
Vehicle 17 763 7779
other fixed assets 6019 6363
Intangible assets (original cost) * {00 766
Accumulated depreciation® 133 316
22 Book value of intangible assets 633 450
Long-term financing investments 256
2.3, Leasing payments receivable 4 466 046 4 940 664
2.4, Loans advanced SO0 000 3 000 000
25, Loans 15 536 20 563
2.6. Excess of VAT set-off over 354 020
VAT accrual
Deferred expenses 158 691
Total long-term Assets 5:221 173 8 550 185
Total assets 9746 792 14 442 400 ﬁ
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Ne Activities At the
lines beginning of the accounting
the accounting | period
- period

Liabilities: _
3% Current liabilities r
3.1 Received advances 31 829 34982
52, Tax payable 3126 4 8949
%3, Interest payable 48 543 58 158
34 Accounts pavable for obtained goods (works and 1 616 1 554

services)

3 Other accounts payable 14 849 19779
3.7, Current portion of long-term loans 1 655 661 2014079
3.9 Deferred income 69 338 159 590 ‘

Total current liabilities 1 824 962 2253 041
4, Long-term liabilities
4.1. Long-term loans 7716407 10 448 515
4.2, | Deferred VAT 416 926
Total long-term liabilities 7716407 10 865 441
Total liabilities U541 369 | 13 158 482
5. Owners' capital:
) Ordinary shares 63 000 1 0635 000
5.2 Reserve Capital 10473 10 473
8.3 Other reserve capital 75 349 102 650
54, Retained eaming 54 601 105 795
Total owners’ equity 205 423 1283918
Total liabilities and owners’ equity 9746 792 | 14442 400

e« don’t not include into the balance currency
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Income and expenses statement
JSC “KazAgroFinance”
for 2003
unit: thousand tenge

Activities name

Sum

' Total income from sales of goods (works and services),
including:

payvments received on leasing

income from sales of goods

income from rendering of service

payments received on deposits, loans

income from property services

Total Cost of goods sold (works and services),

including:

cost of zoods sold

cost of services

. Gross revenue (p.1-2)

Total period expenses,

including:

general and administrative expenses
interest expenses

expenses on sale

Income (loss) from operating activities

685 878

255 741
lo8 982
3951
236 894
310

-150 522

-143 395

7127
535356

-651 399

-326 834
-234 699

-89 &40

-116 043

Total income (expenses) from non-operating activities,

including:

compensation of expenses for payments on loans issued by Ministry of
Finance of RK

penalties, fines for the break of contract

foreign exchange gain ( loss)

income ( loss) from sale of fixed assets

other incomes from non-operating activities (expenses)

Income (loss) from ordinary activities before taxation

Expenses on income tax

Income (loss) from ordinary activities after taxation

. Loss from extraordinary situation
Net profit (loss) for the accounting period

O W e W Wwe eweoweewewew e wwe e e e e ewe 9owewu9owaeaee

221 838
82 408

24 561
{113 008
2183
-322

105 795

105 795

105795 |
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Cash flow statement (direct method)
JSC “KazAgroFinance”
for 2003
wnit; thousand tenge

_ Clause name Sum

Cash flow from operating activities:

1.1, Income; 8810907
sales of goods (goods. works, services) (VAT mcluded) 3400715
advances receivable 1047
proceeds 423 Y87
other mcomes 4 053 204

1.2. Retirement: 10 391 764
settlements with suppliers and contractors 3311421

issued advances 9 (a4
salaries and wages payable 118 949
pension fund payable 14 579
payments for taxes, customs and other obligatory payments 54 854
payment of interest on loans 123 166
other payments 6 759 731

Increase (+), decrease (<) of net cash from operating -1 580 857

activities

Cash flow from investment activities:

2.1, Income: 13 337
from fixed assets sale
from sale of intangible assets
loan repayments received
other incomes 13337

2.2, Retirement: 2527127
purchasing of fixed asset 77481
purchasing of intangible asset
loans given 2 300 000
investments 256
other payments 19 090

Increase (+), decrease (-) of net cash from investment -2 513 790

activities

Cash flow from financing activities |

3.1, Income: 6 27h 811
issue of shares 1 000 000
other Incomes 5276811

3.2. Retirement: 1633270
dividend payvment 27 300
other payments 1 605 970

Increase (+), decrease (<) of net cash from financing 4 643 541

activities

Total increase (+), decrease (-) of net cash 548 894

Cash at the beginning of accounting period 21 184

Cash at the end of accounting period 570 078

B
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Statement of changes in owners’ equity
JSC “KazAgroFinance"

for 2003
unit: thousand tenge

| No Activities name Share Reserve Retained Tuotal
lines capital capital profits
(uncovered
losses)
1 Balance at the beginning of period 63 000 85 822 54 601 205 423
2. Issue and payment of shares 1 000 000
3. Dividend payment -27 300 -27 300
4. Forming of reserve capital 27 301 -27 301 0
5 Net profit for the period 105 795 165795
6. 2000 income adjustment 0
[ 7. 2001 income adjustment . 1 0
| 8. Balance at the end of the period 1065000 113123 105 795 1283918

N
(
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Balance sheet

Joint-Stock Company “KazAgroFinance”

(full name of the organization realizing separate kinds of banking activities)
on January 1, 2004,

Enclosurs 3-1 1o the imstracton of s, fomms and
terms and provision terms of financial
staternenis and addinonal reports to

[martcial statements By oreamzations ralizing
separaie kinds of banking operations

Form Nz 1

Activities name Note At the end of on December 31, |
the accounting 0062
period
[ 2 ¥ 4
_ Assets 1 14 442 400 9746 792 |
Fixed assets (net) 2 69 541 238 958
~Intangible assets (net) 3 450 633
Investments to the capital of other legal entities | 4 256 0
Provided finance lease (less of reserves on | 5 6 208 209 6175185
doubtful debt)
Long-term loans made (less of reserves on § 3 (020 563 515536
doubtful debt)
Long-term accounts receivable (less of reserves on i - 0
doubtful debt) ]
Securities withholding until paying off (less of 8
o reserves on doubtful debt) .
Securities for sale (less of reserves on doubtful 9
debt)
Deferred tax demand 10 _ ]
- Other assels 11 81975 46 692
Inventories | 12 202 371 766 670 |
Demand to budget on tax and other obligatory 13 369 748 34 438
payments I
Deferrals 14 224 641 | 134 495
Short-term loans made ( less of reserves on 15 2 811 2132
‘ doubtful debt) y |
Short-term accounts receivable ( less of reserves 16 151 756 35 B6Y
) on doubtful debt)
. Operation “obratnoe REPO” 17
Securities meant for sale ( less of reserves on 15
doubtful debt) - -
Invested deposits { less of reserves on doubtful 19 3 540 000 1 775 000)
deht)
Cash and cash equivalents 20 570078 21 184
Owners’ equity 21 1 283 918 205 423
_ Charter capital 22 1 065 D00 (5 000
Premiums (additional paid up capital) | 23
Withdrawn capital 24 .
Reserve capital 25 113 123 85 822
Other reserves 26
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Retained profit (uncovered losses): | 27 105 795 54 6ﬂ1|
Retamned profit (uncovered losses) of previous years 28 54 (){}]_
Retained profit (uncovered losses) of the accounting 29 105 795 0
pertod =
Minority interest 30
Liabilities 31 13 158 482 9 541 369
Long —term loans and finance lease received 32 10448 515 7716407
Long-term debt deposit 33
Long-term accounts payable 34 |
Issued debt securities 35 B
Deferred tax liability 36 ]
Deferred imcome 27 159 590 69 338 |
~ Payments to sharcholders for dividends 38
Payables to budget on tax and other obligatory 39 4 899 3126
payments .
Short-term accounts payable | 40 531 399 96 837
L Short-term loans received 41 2014079 1 655 661 |
“REPQO” operation 42
Short-term debt deposit 43 B
Clients’ correspondent and current accounts 44
Otherliabilities 45 B |
46 14 442 400 | 9 746 792

Total owners’ equi@'%'a'ﬁtl‘=lié_h_i']‘ft_ies

Chairman of the Board .- TR

Chief accountant

Ei,

,f ﬂfﬂ /Putlug V.K.

gashev LE.

March 31, 2004
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Enciosure 3-| 4 the instruction of s, forms and
terms and provision terms of financial

statements and additional reports Lo
financial statements by orgamzations realizing
separate Kinds of bankmg operations

Income and expenses statement

{expenses classification by character)

JSC “KazAgroFinance”

(full name of the organization realizing separate kinds of banking activitics)

on the state of January 1, 2004,

Form Nel

{thousand tenge)

For the From For For |
accounting | beginning | analogous | analogous
Period of the accounting period
Activities name (2003) current period of | from the
o vear (with = previous beginning
E progressive vear ol
total) (2002) previous
yvear (with
progressive
. total)
1 B 2 3 & |__ 5 & |
Income, connected with proceeds 1 1161406 1161406 674 061 674 061
receiving: including: - .|
on corespondent and current account 2
on invested deposit 3 157 184 157 184 90 182 90 182
on loans made 4 99710 99 710 44 322 44 322
' on finance lease 5 299 106 299 106 | 419433 419433
on securities f
on operation “obramoe REPO™ 7 |
other meome, connected with proceeds & 605 406 605 406 1200124 120 124
TCCCIVING
Income, not connected with proceeds g 211 373 211 373 77 871 77 871
receiving: including:
Income (rom rransfer operations 10
Income from clearing operations 11
| Income from cash operations 12 ]
“Income from sate kn:::pu_{g operations 13 |
Income from collecting operations 14
Other income, not connected with 15
proceeds receiving
Other income (losses) on securities (net) | 16 i} ] 0 i
including: |
Incomy qinsseaj from purchase/sale of 17
securilies -
Income {losses) from securities cost 15
change o
Income (losses) from foreign currency 19
overvalue
' Income from partimpanr in other Iegai 20
enlites’ capital o _
Incoms from assets sale 21 182 (08 122 D08 130 . 13 ﬂ?lf_) |
Other incame 22 29 365 29:365| {5 6#‘, - 64 801 |
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Total income 23 1372779 1372779 751 932 751 932
Expenses. connected with proceeds 24 G888 051 688 051 4.5] 785 461 -,rg-.
payment:
Including:
On debt deposit 25
On received loans 206 329317 329317 448 054 | 448 054 |
On received finance lease T
On securiies _ 2K
O operation “REPO™ 29 )
Oiher income connected with proceeds™ | 30 353873 358 734 13731 13731
_EI%‘:_’!'I'[EEI[ -
Expense. nol connected with proceeds | 3] 460 950 460 930 234 649 234 649
pavment:
Ineluding: )
Expenses from transler operations 32 |
Expenses from clearing operations 33 .
| Expenses from cash operations 14
Expenses from safe keeping operations a5 i
. Expenses from collecting operations | 36 | ) N
Clperative expenses - | 37 253 834 253834 125698 125 698
Including: ) ]
Expenses on salaries and business 38 165 629 165 629 a1 797 01 797
frip : | -
Amortised deduction 39 12914 12914 8 365 B 363
Material expenses 40 4 886 4 886 4 998 4 998
Expenses on tax and other 41 70 405 70 405 20 538 20 538
obligatory payments | : . |
Expenses from sale or gratuitous 42 154 238 154 238 13 301 13 301
transference of property = | E
| Other expenses | 43 52 878 52 878 95650 93 650
Total expenses 44 1149 001 1 149 001 696 434 696 434
Net profit (loss) belore allocation to 45 223778 223778 55 498 55 498
| provisions (rations) _
Lxpenses on provisions (rations) 46 117 983 117 983
ireserve’s recovery) ]
Net profit (loss) after allocation to 47 105 795 105 795 55 498 55 498
provisions (rations) =
| Accidental income (expenses) 48 ]
Total net profit before payment of | 49 105795 105795 55 498 35 498
corporale income tax.
Corporate income tax 50 897 897
Net profit (lossy after payment of 51 105 795 105 795 54 601 54 601
taxes !
| Minority interest 52 L
‘Net profit (loss) for the period 53 ¥ ]|}5“795 105 795 54 601 54 601

Chairman of the Board

Chief accountant

LE,

/

Mw LE.
L ,ﬁyfgp /p’ otlog V.K.

March 31, 2004
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Enclosure 3-1 to-the mstrusion of bist, farms and
terrms and provision terms of financaal

statements
financizl statements b

and additional repons o
y organmizations reslizing

separate Kinds of -banking operations

Cash flow statement (indirect method)

JSC “KazAgroFinance”

Fovm Ne 3

(full name of the organization realizing separate kinds of banking activities)
on January 1, 2004,

(thousand tenge)

Clause name | From For
beginning of = analogous
the current = period from
= vear (with | the beginning
< progressive | of previous
total) vear (with
progressive
total)
1 2 3 4
Receipts and outgoings connected with operating 1
activities ) -
Income (lass) hefore taxation ) 105 795 54 ,,f_,{j ]_.
Adjustment non-monetary operation accounts: 3 ) 408 336 fi {j’-j_fz__
mcluding; a
Amortization and depreciation 4 -16 265 27455
Provisions expenses (reserves) on possible losses 5 117 983
Unrealized gain and expenses on foreign currency 5] -
exchange operations
Income accrual as proceeds to receipt 7l -35 283 -12 562
Expenses on payment of proceeds % 431 901 g 3’?]
Other adjustments in non-monctary operalion accounts g ' - -
Operative income (loss) until changes in operative assefs 10 a4 131 Gy H23
an liabilities
| Increase (decrease) in operative assels 11 -4 380 _ﬂgﬁ 535150
Increase (decrease) of long-lerm loans made 12 -1 274 587 1 747 681
Increase (decrease) of long-term accounts recetvable 13 = i
Increase (decrease) of deferrals 14 -9 146 68321
| Increase (decrease) of short-term accounts receivable 15 440 172 75 957
Increase {decrease) of short-term loans granted 1_5 -3 140 249 22 132944 |
Increase (decrease) of “obramoe REPO" operation 17 5 -
Increase (decrease) of securities for sale 18 = =
Increase (decrease) of deposits. floated with time to run over 19 = i
three wonths 0 4
Increase {decrease) of other assets 20 364 208 -fHi4
Increase (decrease) in operative liabilities 21 31852121 -762 339
| Increase (decrease) of long-term accounts payable 22 1 076 447 | cqmem 213 334

e i

—4
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Increase (decrease) of deposits, debt with time to run aver 23 =
three months _ -
Increase (decrease) of short-term account payable 74 2016 740 =1 051 951
Increase :_dz:creas&lf of "REPO" operation 25 -

Increase (decrease) of deferrals income 26 a0 252 69 338
Increase (decrease) of ather liabilities 27 | B i 940
Increase (decrease) of money from operaling activities a8 -1 195 644 = ’Jf}'}' ARG
Poid up corporate income tax 29 17 902 _39 136
Total increase (decrease) of money from operating T30 1213546 -1 258353
activities after taxation

|
Receipts and outgoings connected with investment 31 - =

| activities

| Purchase {sale) of stcuritics detained until paying off iz -

| Purchase of fixed assets, intangible assets a3 185 B6S 1537 825
Sale of fixed assets, intangible asseis 14 =

Investment to other legal entities’ capital a5 <2356 o

| Other income and payments 36 = =

| ;

" Total increase (decrease) of money from investment 37 | 185 609 -157 825
activitics .

..Iﬁec;ﬁs and outgoings connected with financing activities 38 & -
lssue of shares 39 1 GO0 Q060
Withdrawal of shares and market share 40 = “
Loans received 41 B -1 N
Payment of dividends 42 27300 '[ 33 479
Other receipts and outgoings 43 = I =
Total Increase (decrease) of money from financing 44 972 700 =33 479
activities
Total net Increase (decrease) of money for accounting 45 | 548 B04 :] IR0 34
period L B
Cash at the beginning of the period 46 21 184 141 D_?]__S__
Cash at the end of the period SEiCe i 47 570 078 2] 184
Chairman of the Board des Tagaahm E: _,,i-/

Chiel accountant , = \ /jf %Eﬂng Vi K

b5 W March 31, 2004
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Notes to financial statements
of Joint-Stock Company “KazAgroFinance”
for 2003

1. Brief information of JSC “KazAgroFinance”
1.1. History, registration documents

By Republic of Kazakhstan Government Decree of November 24. 1999 Nul777 “Some problems
about agriculture” Close Joint Stock Company “Financial support of agriculture fund™ was
reorganized by appropriation from its structure of Close Joinl Stock Company
“KazAgroFinance” with 100 percentage State participant (referred to as — “Company™).

On December 28, 1999 Company was registered in Registration Service Committee of
Department of Justice of the Republic of Kazakhstan under registration number 4472-1900-A0.
This is confirmed by the certificate of state registration of legal entity A series No 194168.

The only shareholder of JSC “KazAgroFinance” is a Government of the Republic of Kazakhstan
in the person of authorized organization, at that State Property and Privatization Committee of
Ministry ol Finance of the Republic of Kazakhstan keeps the subject’s rights to state ownership.

On date of audit according to the requirements of Law of the Republic of Karakhstan
“Concerning Joint-Stock Companies™ of May 13, 2003, JSC “KazAgroFinance” was re-
registered to Joint-Stock Company “KazAgroFinance” under registration number 4472-1900-
AQ, the certificate of state registration of legal entity A series Ne 194168 issued on February 3,
2004 by Registration Service Committee of Department of Justice of the Republic of
Kazakhstan.

The Statistical Card on assigning the code OKPO Ne39112465 issued by Administration of
Statistics of Astana on December 29, 1999,

Company’s address: 473000, Republic of Kazakhstan, Astana city, str., 9 May. 7lapp.

Company was registered as tax-payer on its’ business address from 28.12.1999 on registration
number of tax-paver (RNT) 620300007107 (certificate of tax-payer of the Repubhc of
Kazakhstan 62 series No0032676 issued by Tax Committee of Saryairkinsky district of Astana
city on 26 April, 2001).

In pursuance of requirement of Codex of the Republic of Kazakhstan “Concerning tax and other
obligatory payments to budget (“Tax code™)” Company is registered as VAT-taxpayer since
January 1, 2002 (the VAT-taxpayer Certificate series 62305 Ne0O002002 issued by tax commiltee
of Saryarkinski district of Astana city on January 14, 2002).

1.2. Charter capital

According to changes and additions to Charter of Company made on basis of order of Ministry
of agriculture of the Republic of Kazakhstan Ned28 of August 12, 2003 Company’s charter
capital came to 1,070,027,000 (one billion seventy million twenty seven thousand) tenge and
was divided on 1,070,027 (one million sevenly thousand twenty seven) of omdinary/shares,
Nominal value of each of them was 1,000 tenge. '

Page 1 of 13 ﬁj
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Since Company had been founded it made 2 share issues (scc Table Ne 1).

Table Nel_
Issue NIN Share Nominal Amount of | Day of entry
number amount. p. value, issue, of issue
_ tenge tenge _
] KZ1C41591412 65,000 1,000 65,000,000 10.05.2000
2 | KZ1C41590015 1,000,000 1.000 | 1.000.000.000 | 20.05.2003
Total 1.065.000 1.065,000,000

Company’s second share issue is registered in National Bank of the Republic of Kazakhstan on
May 20, 2003 and entered in National Securities Register under NeA4159-1 (Securities Issue
State Registration Certificate issue of May 20, 2003 C Series Ne0000203). Share issue type is
non - documentary. The report of share issue and floatation was approved by National Bank of
the Republic of Kazakhstan on August 19, 2003, about what there was special notification
NeA4159-1. As of May 21, 2003 sccond issue assets were fully distributed. So as of 31.12.03
vear the amount of paid up capital came to 1.065,000,000 (one billion sixty and five million)
tenge.

LLC “Register-Tsenter” registers Company shareholders (state license of NBRK on registralion
of securities” holders No0406200212 of December 29, 2001) on basis of the Contract Nel/l on
registration ol sharcholders of August 12, 2003. Beard of directors of Company chose this
independent registrar (Record Nel5 of 11.08.2003).

1.3. Company’s activity scope

Main Company’s activity scope is:

e Parlicipation in development and realization of government credit program and financial
support of agricultural producers.

e Provision of technique and technology equipment on leasing basis to agricultural
organizations that are busy in the field of production and processing of agricultural
products.

o [ssue guaraniees 1o banks of second level on the security of property for crediting of
agricultural producers.

e Help by erediting to agricultural sectors at the expense of own funds also attracted
investments.

Number of employees of Company, according to the list of staff members as of December 9,
2003 was 184 person.

1.4. Organization department

At the time of audit the Company had 7 registered Branches and 4 Representative offices along
the regions of the Republic of Kazakhstan, including:

'l
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l'able No2
No Branch name Ne. Representation
s/p - sip Name
1 15C “KazAgroFinance” Branch along 1 I5C "KazAgroFinance”
Akmola region Representative office along
Karaganda region
2 JSC*KazAgroFinance” Branch along 2 JSC “KazAgroFinance”
North-Kazakhstan region Representative office along Zhamby|
region
3 ISC "KazAgroFinance™ Branch along 3 J5C "KazAgroFinance”
Kostanay region Representative office along West-
Kazakhstan region
4 JSC *KazAgroFinance” Branch along = ISC “KazAgroFinance”
Almaty region Representative office along Pavlodar
region
5 JSC "KazAgroFinance” Branch along
Aktubinsk region
f JSC "KazAgroFinance” Branch along
East-Kazakhstan region
7 J5C "KazAgroFinance” Branch along
South-Kazakhstan region -

1.5. Licenses

Company has license Nul6, issued by National Bank of the Republic of Kazakhstan of
(03.06.2002. This license grants the right to execute the following operations provided by bank
legislation in tenge:

1) banking operation in tenge: loan operations: credit provision in moncy on payvment, urgency
and repayvment lerms.

2) other operations, provided by banking legislation, leasing activity.

2. Accounting, financial statements

Accounting of Company is realized in accordance with the Law of RK “Concemning accounting
and financial statement”, accounting standards, Standard Chart of accounts, Accounting policy
and other current statutory acts of the Republic of Kazakhstan accounting and financial
statement. The financial statement attached, prepared on basis of entry was rightly adjusted
order to make it in accordance with International Accounting Standards (IAS).

Accounting of transactions in foreign cwrrency and recognize of foreign exchange paindloss is
kept in accordance with [AS 21 “Effect of foreign currency exchange rate changes™.

Annual financial statements of Company for 2002 were approved at the Board of directors
meeting (Report N7 of 12.05.2003).

By Order of the Ministry of Agriculture of the Republic of Kazakhstan Ne 326 of June 11, 2003
“About confirmation of 2002 financial results and allocation order of net profit of ISC
“KazAgroFmance” were approved:
e Annual financial statements of Company for 2002 and conclusion of Audit _committee
on checks’ results of financial statements for 2002 of ISC “KazAgroFinanee™,
e Net profit amount of Company for 2002; e
e Distribution order of net profit of Company for 2002, =
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3. Credit-leasing activity

Company realizes a credit-leasing activity in accordance with legislation of the Republic of
Kazakhstan and on the basis of Provision of credit-leasing activity approved by the decision of
Committee ol directors of JSC “KazAgroFinance™ of May 16. 2000 Nv6/1 with changes and
additions approved by the decision of Board of dircctors of JSC “KazAgroFinance” of
November 28, 2003 Ne17,

The Company has over 430 leasing holders in all agricultural regions of the Republic of
Kazakhstan. Only during 2000 till 2003 the Company concluded over 700 leasing contracts.
Only during 2003 agricultural techmque in number of 1,387 units allocated to 143 leasing
holders at total amount of 3,926,317 thousand tenge. (including VAT).

During 2003 the Company issued credits to legal entity and individuals at total amount of
3,022,372 thousand tenge,

For realizing of its credit-leasing activity the Company used credit resources on credit
agreements. You can find the list of credit resources in article 5.5 of these Notes,

The Company sets the credit file on leasing holders and borrowers. Leasing holders and
borrowet’s lability are provided according to the contract terms. Leasing subjects are 1o he
nsured by leasing holders for all period of the contract vahidity,

4. Assets

4.1. Cash and cash equivalents

Company has following Cash and cash equivalents on its aceounts:

Table Ne3
N Activity name i % Amount, thous.tenge
S/p at the beginning of the | at the end of the

' accounting period accounting period

L. | Cash at current bank account 20,153 509,580

2. | Cash at foreign currency bank account 27 99

3. | Cash at current accounts of Branches 721 292
4. | Cash at hand 283 107 |
Total 21,184 | 570,078 |

4.2, Short-term financial investments

Funds disposed in deposits records in the accounts of financial investments. At the end of
reporting period this funds came to 3,540,000 thousand lenge,

4.3. Accounts receivahle
Among current assets “Accounts receivable” leasing payments recervable during 2003 in amount
of 1,372,438 thousand tenge are recorded, as well as: other customers’ receivable for products

sold (services rendered) in amount of 137,923 thousand tenge. The provision for doubtful debts
formed according to bank legislation came to 117,983 thousand tenge.
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Long-term portion of leasing payments shown in long-term assets came to 4,946,604 thousand

tenge.

4.4. Interest payable

The sum for pavment as interest on deposits came to 9,551 thousand tenge and on loans issued to
legal entities and individuals - 32,306 thousand tenge.

4.5. Payments receivable

On the balance line “Payments receivable” amounts to be received during 2003 for goods given
to financial leasing at the rate of 40,119 thousand tenge is recorded at the end of the accounting

period.

4.6. Credits issued

Asof31.12.2003 debt on issued credit came to 3,000,000 thousand tenge, including:

Table No4
5 | Amountof o Crediting
Debtor ~ Basis | indebtedness, | Security resources
Name e | thous. tenge :
CISC “Mal Loan 500,000 | Pledge of Goods in are given by the
onimderi Contract Circulation Contract | Mimstry of Finance
corporatsyasy” dated b/c dated 20.05.2002 | of RK on the basis of
18.05.2002 subject to the Credit agrecment
Loan 1,500,000 | pledge goods Ne6KAFO07 of
Contract according to the ist | 17.05.2002
dated of the amount of are given by the
02.06.2003 2,600,000 Ministry of Finance
thous.tenge ol RK on the basis of
Credit agreement
Ne6KAFOI5A of
30.05.2003
LIE: Loan 166,700 | Bank guarantee of fee to chartered
“AgroService Contract 02.07.2003 capital of the
Karkaraly” dated Company
. 30.06.2003
[ LLC Loan 209,100 | Bank guarantce of
“AgroService Contract 08.07.2003
Mart™ dated
- 23.06.2003
LLC Loan 124,100 | Mortgage of
| “AgroService Contract movable and
Massaget” dated immovable property
07.07.2003 (Contract of
13.12.2003)
Bank guarantee of
16.07.2003
LLC Loan 166,700 | Bank guarantee of
“KazAgroService | Contract 10.07.2003 e
Donskoye™ dated =l
04.07.2003
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LI Loan 166,700 | Opportunity of non-
“KazAgroService | Contract accepled cash
Zhaik” dated withdrawals from the
27.05.2003 bank account of the
debtor
LLC Loan 166,700 | Bank guarantee of
“KazAgroService | Contract 29.05.2003
SKO” dated
14.05.2003 |
Total | 3,000,000

All amounts of credits are indicated in long-term assets.

4.7. Other accounts receivables

The following assets recorded among other accounts receivable:

Table Ne5
Activity name Amount, thous.tenge
#H; at the beginning of | at the end of the
the accounting accounting period
: : : period
1. | Receivables from employees for money to be accounted 10 S
X Cither receivables 15,312 18,7049
3. | Advance payment on faxes 34,4338 | 15,728
' Total 49,760 34,489
4.8. Inventories
The following assets are recording among inventories:
Table Not
- Activity name - ~ Amount, thous.tenge
0 i At beginning of | at the nd of the
il 4 i  the accounting accounting period
| S ~ period ;
i Purchased marterials and sets* 202 a0 520
2 Fuel and combustive-lubricating 203 330 655
materials
3 Spare parts 203 filh 3,126
4 Other materials 206 1,545 1,552
5 | Goods for leasing 222 764,179 196,538
Total 766,670 202,371 |

* At account "Purchased materals and 5e" non-working lractors accumulators are counted, these accumpiators-were wok off the T-95 tractors

msiead of new ones

Inventories were evaluated by least estimate of cost prime and net worth of sale. Net value of
sale is using in case of return of goods that was given before to leasing.

At cost prime determination of inventories to be entered one considers expenscs on purchase,
commodity-storage expenses, connecled with their delivery and putting to properly condition.

Cost prime evaluation of inventory was made by specific identification method. It supposes
estimation of inventory units that are usually not interchangeable. :
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On the basis of Order Ne66 of November 10, 2003 there was carried out stock-taking of
inventory as of November 1, 2003. According to inventory results there weren't found out any
lacks and surpluses.

There were pledge goods among inventories of the Company balance. At the end of accounting

period cost of inventory given to pledge came to 134,460 thousand tenge.

Inventory of the Company balance had goods delivered for responsible storing in 2003 (see

Table Na7):
_ Table Ne¥
Depaositary Basis Description of Quantity | Amount, |
; e goods : thous.tenge
| RSC “Kuigenzhar” Contract of keeping | Accumulator 10 102
of 21.04.2003 baticries
LLC “Avtocenter Contract of keeping | Spare parts to 248 2,347
Kyzylzhar” of Ne@7 of 19.09.2003 | combines “NAN"
i , | and *ZHVP-9”
Total | 261 2,449
List of property, received for storing and accounted for in off-balance accounts (se¢ Table No8):
Table Ne§
Depositor : _ Basis | Description of goods | Quantity
[LLC “Kivaly Agro — 10" | Keeping contract Nel09 of Combine “NAN" 3
. 10.09.2003
LLC “KazAgroService | Keeping contract of Combine harvester 1
Donskoye” 1.10.2003 “NAN-1300"
ISC “Kyvzylordarismash™ Contract of keeping of Cutter “ZHVP-10" 10
| 08.10.2003 (Defective) | .
| Total j 14 |

4.9, Deferred expenses

Al the end of the reporting period expenses paid up in the accounting year, that liable on
deduction of expenses in following accounting periods in amount of 224,641 thousand tenge are
counted among deferred expenses.

Also these expenses include periodical costs and expenses connected with payments on credit
received.

4.10, Fixed assets

The Depreciation Fixed Assets kept in the accounts 1s calculated with the assistance of
accounting compuler program by means of direct method, Amortization 1s calculated monthly.

Company has two ground areas - in Astana city and mn Kokshetau city. In balance sheet they are
shown in 0 cost.

Ground area by address: Astana city, “Saryarka” district, 9 May str..71a apt., BI_J,-N}-,I. i_u_-__{]lA[}(M
square hectare, including — 0, 1664 hectare is given o the Company on tf:n'lpi}l‘al‘}",fﬂ‘.lﬂrﬂ;uﬁc by
Land resource department committee of Astana city on the basis of the Contract dffgmyjnd area
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lease Ne3873 of 21.01.2003. till June 5, 2012, Part of the ground area was given on rent 1o
individual entrepreneur till November 1, 2004,

Ground area in Kokshetau was given on constant land tenure to the Company on the basis of
decision of Akim of 19.04.2000 Ne230. Ground area square is - 2, 27306 hectare.

As shares’ payment on the basis of Order of Akmola territorial committee of state property and
privatization Ne22 of 4.07.2003 to Company was given a station of truck servicing (buildings.
constructions, equipment with energy management, heating main, water pipe and sewerage
system) in Kokshetau (North industrial zone) at the common rate 3, ()27 thousand tenge.

Fixed assels’ inventory of Company was carried out on state of November 1, 2003 on basis of
Order No66 of November 10, 2003. There weren't discovered any lacks and surplus in fixed
assets,

4.11. Intangible assets

In intangible assets software “1C: Enterprise” (version 7.7, network) and its setting is recorded.
Its depreciated cost came to 450 thousand tenge as of 31.12.2003.

4.12. Loans

As of December 31. 2003 the debt on issued loans came to 23,374 thousand tenge. Indicated
loans were issued during 2001-2003. Current portion of this loans maturing on 2004, came to
2.811 thousand tenge.

4.13. Long-term financial investments.

Roard of directors Ned of March 27, 2003, Ne6 of April 18. 2003, NelO of June 27, 2003
determined participation of JSC “KazAgroFinance” as a co-founder in creation of limited
liability companies (machine-technology station) together with co-founder — partners in West-
Kazakhstan, North — Kazakhstan, East- Kazakhstan, Almaty, Akmola and Karaganda region.

Tahle No9
Name B Amount on Custody share in assessed
’ i ~deposit capital, %

LLC "*AgroService Karkaraly” (Karagandy region) 42.73 40
LLEC “AgroService Mart” | East-Kazakhstan region) 42.73 44
LLEC *agroService Massaget” {Almaty region) 47 T3 44
LLE "KazAgreService Donskoye” {Akmola region) 4273 44
LLC “KazAgroService Zhaik™ (West-Kazakhstan region) 4273 44
LLL “KazAgroService SKO" (North- Kazakhstan region) 42.73 ) 44
Taoial 256.37 X |

4,14, Assets classification and creation of provisions (working balances)

In compliance with Regulations of Assets classification, contingent liabilities and making of
provisions (reserves) against them, by rating them on doubtful and bad categories, approved by
Regulation of Direction of National Bank of the Republic of Kazakhstan of 16 November, 2002
Ne465 Company made the classification of assets and created provisions (reserves) every month.
On 31.12.2003 these reserves came to 117,983 thousand tenge, including:
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Table Nal0
Credits group according to classification Amounl, tenge Rations Volume of
volume formed rations,
e thous.tenge

by leasing holders -

Standard 9,186,083 0 -

Doubtful 67,580 28.837

Doubtful | category - at prompt and full payment 3

Doubtful 2 category - at delay or not fill payment Iil

Doubtful 3 category - at prompt and jull payment 20

Doubtful 4 category - at delay or not full payment 19,745 22 4,930

Continuation of Nel() Table

Doubtfid § category 47.841 30 | 23,920

Bad 82,036 100 | 82,036

Total B 9,335,705 110.893

(Other accounts receivable B .

Standard 513,226 0

Doubtful 12,232

Doubiful | category - at prompt and full payment | 3

Doubtiul 2 category - at delay or not full pavment i

Doubtfid 3 category - at pronipt and full pavment 20

Doubtful 4 category - at delay or not full payment 23

Doubtful 3 category 12,232 50 6116

Bad 974 100 974

Total 526,432 ; 7,090
| Total | 117,983

5. Liahilities

5.1. Received advances

In amount of received advances assets recvived ftom leasing holders on payment under the
treaty, also on delivery of CMR, are recording including:

) _ lable Mall
; ‘At the beginning of the At the end of the accounting
Activity name ~ accounting period, period, thous.tenge
R £ _thous.tenge
Advances against payment of 7,057 5,761
principal debt -
Advances against payment of 24 772 27.823 |
proceeds on leasing - s
| Advances against pavment of 4,398
proceeds on loan P
Total 31,829 | 734982
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5.2. Tax and other obligatory payments to budget payables:

On 31.12.2003 payables to budget came to 4,899 thousand tenge, including:

Table Nol2
Name Amount,

No thous.tenge
sip :

l. | Individual income tax 1,812

2. | Social tax 3,084

3. | Environmental protection fund 3

Total 4,899 |

According to current tax legislation of the Republic of Kazakhstan as for order of aceruing of
value added tax in case ol giving property to financial leasing, the sum of deferred value added
tax that was shown in long-term liabilities, at the end of the accounting year came to 410,920

thousand tenge.

Tax and other obligatory payments to budget calculated according with tax legislation of the
Republic of Kazakhstan, Declaration on corporate income tax of Company for 2003 was
formed in accordance with Declaration Regulations on corporate income tax. Taxable income

sum after updating for 2003 came to (-24,736) thousand tenge.

5.3. Interest pavable

Past duc intcrest payable on credit contracts came to:

Table Nel3

Ne ~ Name At the beginning | At the end of

s/ f of the accounting | the accounting

p ~ period, period,

thous.tenge thous.tenge

1. | JSC “Kazakhstantractor”™ 207 7

2. | Ministry of Finance of RK (“John-Deere"” project) 37.977 28.249

3, | Ministry of Finance of RK (credit agreement 10,296 7.511
No6KAFO07T)

4. | Ministry of Finance of RK (credit agreement 22,350
Ne6KAFO154A)

5. | JSC “Reabilitatsiony fond” 63 41
Total 48,543 58,158

5.4. Other accounts payable

As 0f 31.12.2003 the following liabilitics are counting in amount of other accounts payable:

Table Nuld
Ne Name Amount,
sip ¥ thous.tenge
L; Payment in property as advance on payment of Company’s shares 5,027
2 Other accounts payable 12,777
3. | Pension fee payable o ET45
4, | Salaries and wages payable 230
Total 19979
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5.5.Credits received

Company has following payable for loans:

Table Nel s
Na _ Amount on 01.01.2004
sip Creditor name thous.tenge
On Long-term Sum total
~ payment indebtedness
during 2004 :
{current) ;
E Mimstry of Finance of RE  —credit  agreement 152,571 530,425 683,399
Mol AFOOT of 28.03,2001
2 ISC "Reabintsionyi fond™ — General agreement Nel of 8,377 E.110 16,487
20010, 2000,
3. | Ministry of Finance of RE —credit agreement Mol of 15,682 | 63,530 79.412
04032001
4, Mimstry of Finance of RE — combines “Maksimaizer- 940,933 2,849 064 3,750,999
Q300™,
5 Supply agreement Nal120 of 08.12.2000 100,281 608,566 TOR BT
(PC “Kazakhstan tractor” )
. Ministry of Finance of RK — additional agreement Nel 99780 20 3419 369 12
of 26,09 200
7. | Ministry of Finance of RK —credit agreement 300,00 500,000
MoK AFOOT of 17.05.2002
8. Ministry  of Finance of REK  -credit agreement 156,710 6l 808 918518
NepKAFOOR of 04.07.2002
a9, Ministry of Finance of RK -—credit agreement 1,500,000 1,300,000
NetbKAFOQ1 3 of 30.05.2003
1. Ministry of Finance of RK —credit agreement 468,116 2 808,693 3276811
Ne]AFD 6 of 17.06.2003
I Ministry of Finance of RE  —credit agreement 71,429 428371 300,000
MNeKAFO19 of 22,12.2003
Total 2,014,079 | 10,448,515 | 12.462.504
Total % 16 84| 100

5.6. Deferred income

At the end of accounting year in amount of future periods incomes accounts an uncompleted part
of grants received from Ministry of Finance of the Republic of Kazakhstan in pursuance of

Governmental

regulation of RK of 25122002 Nel375 *Concerning confirmation of

compensation rules of fee rate (interest) on leasing of agricultural technique realizing in account
of funds provided in republican budget on 2002”.

Completed grant part was shown among other incomes from non-operating activity in Statement
of income and expenses in amount of 82,408 thousand tenge.

6. Owners” capital

6.1. Charter capital

At the beginning of the accounting year charter capital came to 65,000 thousandfenge. Payment
of charter capital by Company shareholder was made by funds, transferred from current account
of CISC “Fund of financial support of agriculture™ ~
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Company additionally issued shares on 1,000,000 thousand tenge during 2003, Shares were paid
up by Ministry of agriculture of the Republic of Kazakhstan on basis of payment order
Ne300110426 of April 30, 2003.

At the end of the accounting period charter capital amount according to Company Charter came
to 1,070,027 thousand tenge, including placed sharcs 1,065,000 pieces in sum 1,065,000
thousand tenge and 5 027 shares (in sum 5,027 thousand tenge), in 2004, The last ones they paid
to Company in fixed assets (material complex — trucks servicing station) at the common rate
5.027 thousand tenge. For more detail data see point 4.10 of this notice. also Table Nol4 point
5.4. As of 31.12.03 in the balance sheet the chartered capital amount was shown in amount of
paid up capital (1,070,027 thousand tenge), reduced in unpaid capital amount (5,027 thousand
tenge).

6.2. Reserve capital
The amount ol reserve capital formed last vears due to net profit came to 10,473 thousand tenge.
6.3. Retained income of the accounting year

According to the Order of Ministry of agriculture of the Republic of Kazakhstan Ne326 of June

11, 2003 Company’s net profit amount for 2002 in sum 54,600,652 was allocated, as follows:

o 50% in sum 27,300,326 tenge was directed on dividends payment, on the basis of 420 tenge
on one ordinary share.

e 50% in sum 27,300,326 tenge remained at the disposal of Company.

In 2003 retained net profit amount was 103,795 thousand tenge.

According to recommendations of authorized state body on regulation and supervision of
financial market and financial organizations in income and expenses Statement for 2003 the cost
of given to leasing technique and its cost price were shown in clause 1 of Statement "Income of
sales of products (works, services)”. In order to compare financial statements for previous
accounting periods in Enclosure Nel you can find income and expenses Statement for 2003, Also
income and expenses from claims/liabilities revaluation that fixed mn foreign currency. nof
receivable/payable in national currency are shown in income/expense of non-operating activity
in article “Foreign exchange gain (loss)”

7. Analysis of liquidity and paying capacity

O basis of financial statements there was carried out analysis of liquidity and paying capacity of
Company as of January 1, 2004.

In the table Nel6 there is liquidity’s accounting rate. Also you’ll find best value for index data.

Table Nel6
| e Coefficient AL At Best value
sip : 01.01.2003. | 01.01.2004
1. | Current ratio (K,) 2.7 27| =7 |
2. | Absolute current ratio (Ks) 1.0 1.9 f—>70.2...0.5
3. | Quick ratio (Ks) 2.0 20 |, -0 =11}

Notice: on index accounting following real balance sheet accounts weren 't considered;
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Assers: pledged “Deferred expenses”, inventories
Liabilities: "Deferred income”

Liquidity coelficients are in legitimate value. This certifies to paying capacity of Company.

Coefficient calculation was made for evaluation of financial strength of Company. (see Table

Mol 7).
Table Nol7
Ne Coefficient At At Best value
sip ; 01.01.2003. | 01.01.2004
1. Equity to total assets coefficient 0.02 0.08 0.5...0.0
(autonomy)
2. Debt to total assets (.98 0,91 0.4..0.5
3. Debt ratio 0.02 0.1 =1
4. | Debt & Equity ratio 46.38 10.25 <1
Above counted coefficients indicate dependence of the Company on creditors,
e
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