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Shinhan Bank Kazakhstan JSC

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

The following statement, which must be considered together with the description of responsibilities of
the auditors contained in the presented Independent Auditors’ Report, s made for the purpose of division
of responsibilities of the auditor the and management of the Bank regarding the financial statements of
Shinhan Bank Kazakhstan JSC (hereinafter - the Bank).

The Bank’s management shall be liable for preparation of the financial statements presenting fairly, in
all material respects, the financial position of the Bank as of 31 December 2023, as well a3 its financial
performance, cash flows and changes in the equity for the year then ended, in accordance with the
International Financial Reporting Standards (IFRSs).

‘when preparing the financhal statements, the management shall be lable for;

. Selecting appropriate accounting principles and applying them consistently;

] Applying reasonabde estimatbes and calculations;

. Complying with the requirements of the IFRS or disclosure of all material deviations from the
IFRS in the notes to the financial statements; and

. Preparing the financial statements assuming that the Bank will continue as a going concern in

the foresesable future except when such an assumption i unjustified,

The management is also responsible fior:

® Designing, Implementing and ensuring effective and reliable internal control in the Bank;

. Record keeping that allows providing suffickently accurate information on the financial position
of the Bank at any date and ensuring compliance of the financlal statements with IFRSs;

. Record keeping according to the laws of the Republic of Kazakhstan;

. Taking all reasonably possible actions to safeguard the Bank's assets; and

. Detecting and preventing frauds and other abusive practices.

The financial statements for the year ended 31 December 2023 have been approved by the management
of Shinhan Bank Kazakhstan JSC on 19 April 2024.

On behalfl of the management:

7 R /s
7759 | i
Chairman of the mnagumm Eum:]' Chief Accountant
Chi Yorgeun G.5h. Zhaksybayeva
19 April 1024

Almaty City, Republic of Kazakhstan
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INDEPEMDENT AUDITORS® REPORT

To the Board of Directors and the Management Board of Shinhan Bank Kazakhstan J5C

Auditars’ Report
Opinion

We have audited the accompanying financial statements of Shinhan Bank Kazakhstan JaC
{hereinafter - the Bank), which comprise the statement of financial position as of 31 December
2023, and statement of profit or loss and other comprehensive income, statement of changes in
equity and statement of cash flows for the year then ended, including a summary of significant
accounting pelicies and other explanatory notes.

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (I54s). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the Financlal Statements section of our report.

We are independent of the Bank in accordance with the international Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (IESBA Code) and ethical requirements
that are relevant to our audit of the financial statements in 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

The management is responsible for the preparation and falr presentation of the financial statements
in accordance with Intermational Financial Reporting Standards and for intermal control, as
management determines is necessary to enable the preparation of a financial statement that is free
from material misstatement, whether due to frawd 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 relating 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,
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
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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 International Standards on Auditing will
always detect a material misstatement when It exists. Misstatements can arise from fraud or error
and are considerad material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken based on these financial statements.

As a part of an audit in accordance with International 5tandards on Auditing, we exercise
professional judgement and maintain professional scepticism throughout the audit. We alsa:

. 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 & material misstatement resulting from fraud is higher than the one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control;

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

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

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

. Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions and
evients 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.

The engagement partner an the audit resulting in this independent auditor's report i 1

Auditar G.Zh. ﬂuﬁ?ﬁ' :
._-I'

g

Auditer's  Qualification  Certificate
Mo 0000217 dated 22.12.2014 issued
by the Qualification Commission for

BDO Cazagstan LLP

State license Mo.21012748 issued on 19 March 2021
by the Committee for Internal State Audit of the
Ministry of Finance of the Republic of Kazakhstan.

19" April 2024
Almaty City
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SHINHAN BANK KATAKHSTAN J5C

§TATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
far the year ended 31 December 2023

(thousand Kazokhstan tenge)
Hotes 2023 2022

Interest incoma 4 62,170,849 10,842,801
Interast expenses 4 {18,079, 80d) (6,104,881 )
Met interest income 4 24,230,985 4,737,920
Commission income 5 167,934 141,137
Commission expenies [ [1%5,378] (134,435
Met fee income (27, 442) (73,298)
Met prafit Trom foretgn currency tramsactions T 2,695 911 506, 541
Other operating income/ (expenses), ney 142 074 {3,1%3)
Operating income 17,045,480 5,267,970
Recovery of losies/ {losies) from impairment g (114,377) {116,624}
Personnel expénses B [1.163,391) [1,001,914)
Other general and administrative expenses 0 {565,997) (523,579}
Prefit before Income tax 25,201,765 3,625,853
income tax recovery/ (Expense) &b 15,940 (2154, 508)
Profit for the year 25,217,705 3,171,345
Other comprehensive boss less income tax
Items thot are or may be reclassified subsequently in
profit or loss:
Pragvision for revaluation of financial asseis at fair
value through other comprehensive income
- net change af fair value 14 548 33,538
Other comprehensive [oss for the year less income
B 34,548 33,538
Total comprehensive income for the year 15,151,153 3,404 883
Earnings per shara
Basic and diluted earnings per share {tenge) 15 15,145.45% 1,161.49

On behalf of the management: -

. ;
ﬁ’ v by | i,
5 4 .i.-- ' -r .. I S r(}?sz
Chairman of the merit Board Chief Accousntant
Cho Yongeun - - " G.5h, Zhaksybayeva
%
19 April 2074

Almaty City, Republic of Kazakhstan

AT, 10+60 shali be an |I'|tEi'a|- part of thase Tinanclal stalemenis



SHINHAN BANK KAZAKHSTAN J5C

STATEMENT OF FINAMCIAL POSITION as of 31 December 2023

{thousand Kazakhstan tenge)

ASSETS
Cash and cash equivalents

Accounts and deposits with banks
Finarcial agsets at fair value through other

comprehensive income
Loans granted 10 CUSTOMETS.

. oans granted to large-scale businesses

- lpans granted to small and medium-sized
busingsses

. lpans granted to retall customers
Financial assets at amortized cost
Current corparate income (ax assets
Won-current assets held for sale

Property, plant and equipment, intangible assets and

right-of-use B5sets
Deferred income Lax assels
Oithver assioty

Total assets

LIABILITIES

Accounts and deposits of banks
Current sccounts and deposits from customers:
- current accounts and deposits of corporate
Cuslmers
- current accounts and deposits of retail
Customers

Loans froem banks

Loans from international financial organizations
Other liabilities

Total liabilities

EQUITY

Share capital

Additional paid-up capital

Capital reserves

Prevision for revaluation of financial assets at fair

value through other comprehensive income
Retained earnings

Total equity _

Total liabilitiex and equity
2. < SRR

Chairman of the Management Board

Cho Yongeun 4

19 April 2024 0 —
Almaty City, Republic of Kazakhstan

Mates an pages 10-60 shall be an integral part o therse: financi

2 statements

Hotes 31.12.2023 11,12.2021
12 335,579, 740 B0,453, 804
13 184,910 182,811
14 970,169
15 6,978,987
15 11,333,988 11,728,483
15 9,807,142 B, 656,405
14 B8, 107,685 20,907 670

433,588 73,147
17 155,651 135,69
18 450,719 411,305
11 48,168 a4 971
19 714,344 186 681
474,210,072 125,911,802
0 148,418 79,509
1 411,497,451 71,141,59
| 8,541,984 11,486,118
1 : 13,888,111
13 7,023,267 8,230,554
24 1,280,082 815,019
428,687,222 105,641,205
% 10,028,720 10,028,720
144,196 144,154
279,518 179,514
54,548}
15,070,418 g B8z M1
4%, 511 850 20,270,597
474,210,072 125,911,802
4
Chief Accountant
G.5h, Zhaksybayeva
7



SHINHAN BANK KAZAKHSTAN JSC

STATEMENT OF CASH FLOWS for the year ended 31 December 2073
ithousand Kazakhstan tenge)

Mates on pages 10-60 shall be an int

sgral part of these financial statements

e ——— —
2023 032
Cash flows from operating activities
Earmed Interest Income 62,553,191 10,724,775
Paid interest expenses {14,975,169] {5,725,9%0)
Earned fee income 165,789 158,244
Paid fee expenyel 1216, &08) (212.411]
et receipts from foreign currency transactions 2,657,992 475,838
Other gperating receipts/(payments) 0,643 169,659
Empleyee benefits i1,126,230) {981,734)
Other paid general and administrative expenses {436,401} {232,510)
Incresse/{decrease] in operating assets
Accounts and deposits with banks {10, 166) {2.581)
Loans granted to CUSLOMErs {25,578, 490) {13680, 092]
increase/(decrease) In operating labilithes
Accounts and deposits of banks 176,608 (668,930)
Current accounts and deposits of customers 135,192, %08 17,067,073
Hat cash flows from operating activities before income tax 339,010,147 18,431,311
Paid income Lax (352,837} (310,000
Het cash flows from operating activities 338,657,330 8,111,311
Cash flows from investing activithes
Acquisition of property, plant and equipment and intangible
assets 167,993} {9.302)
Acquisition of financial assets at amortized cost (&7 b6, 495) 110,598, T74)
Disposal of Ninancial assets at fair «alue through other
comprenensive Income ThE, 646 310,582
Met cash flows used in investing activities (67, 666,499) {10,697,2196)
Cash flows from financing activities
Barrowings repaid/ (obtained) (14,504,138) 17,218,842
Paid liabilities on lease {114,778) (87,437}
Met cash flows from/{used in) financing activities (15,019,016) 17,131,405
Het changes in cash and cash eguivalents 156,871,868 34,545 440
Effect of changes of exchange rates on cash and cash
equivalents (1,337,714} 1,233,427
Proviston for expected credit Losses (%.211) (4,217}
Cash and cash equivalents at the beginning of the year 80,453,806 44,679,156
Cash and cash equivalents at the end of the year 335,979,749 80,451 806
r.ll-. :
Ill. i
M [ b .: 2
l:h'almun af the Hﬂrﬂlmt Board Chilef Accountant
Cho Yongeun G.3h, Thaksybayeva
19 April 2024
Almaty City, Republic of Kazakhstan
i
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1.
(&)

{b)

SHINHAN BANK KAZAKHSTAN JSC
HOTES TO THE FINANCLAL STATEMEMNTS for the year ended 31 December 2023
{thewsand Kazekhstan tenge)

BACKGROUND

Organization and primary activities

The Bank was founded in the Republic of Kazakhstan in 2008 as a joint stock company. The primary
activities of the Bank consist in the attraction of deposits and the maintenance of customer accounts,
loans granting and issue of guarantees, provision of cash and settlement services, making transactions
with securities and foreign currency. The Bank's activities are regulated by the Mational Bank of the
Republic of Kazakhstan (RK HB).

The official status of the Bank as a legal entity Is established through the state registration with the
Ministry of Justice of the Republic and Kazakhstan (Certificate of the state registration of a legal entity
Mo. 5037-1900-A0 (FP), the right to be engaged in banking established by the Agency of the Republic of
Kazakhstan for regulation and supervision of financial market and financial organizations (AF53) (license
to settle banking and other transactions No. 1.1.258 dated 28 November 2008},

in January 2015, in connection with the entry into force of the Law of the Republic of Kazakhstan On
Amendments and Alterations o Certain Legislative Acts of the Republic of Karakhstan Concerning the
Authorization System, the designation of a type of banking transaction ‘related to organization of foreign
currency exchange transactions' was changed to the ‘organization of foreign currency exchange
transactions’, including the organization of foreign exchange cash transactions, license of the Bank was
re-isssed (License of the Hational Bank of the Republic of Kazakhstan Mo, 1.1.258 dated 20.01.2015]. In
January 2017, due to a change of the legal address, the license of the Bank was re-issued (License of the
Mational Bank of the Republic of Kazakhstan Mo, 1.1.25B dated 27.01.2017).

Legal address of the Bank: 38, Dostyk Ave,, Almaty City, 050010, Republic of Kazakhstan,
The Bank has no branches. The most of assets and liabilities are in the Republic of Kazakhstan.

The Bank |5 wholly owned by Shinhan Bank J5C (Seoul, Republic of Korea) (hereinafter referred to as the
Farent Bank or the Shareholder), The ultimate parent company is Shinhan Financial Greup Co. Ltd. , which
is entitled to direct, in its sole discretion and in its own interests, the activities of the Bank. More details
on related party transactions are disclosed in Hote 29,

Dperating environment
General

The Barnk's activities are carried out mainly in Kazakhstan. Accordingly, the Bank is exposed to the risks
inherent in Kazakhstam's ecopomic and financial markets, which exhibit the characteristics of an
emerging market economy. The legal system, tax system and legal framework continue to evalve but are
subject to varying Interpretations and frequent changes which, along with other legal and financial
barriers, exacerbate the problems faced by organizations operating in Kazakhstan,

Economic factors

Over the past Tew years, the world and financial markets have experienced a long list of disturbances.
Inter alia, they include the coronavines pandemic, the economic recession in China, rising energy prices,
unrest in fran and a number of other countries, global tightening of monetary policy, the war between
Russia and Ukraine and the Palestinian- lsraeli conflict.

The natural course and organic development of the economies of the leading countries were disrupted.
Uncertainty of future events, volatility in raw and capital markets, logistical problems led to financial
difficulties for many companies, difficulties in forecasting and budgeting the activities of organizations
in vartows sectors of the ecanomy.

The aggravation of the geopolitical situation led to the expansion of sanctions and restrictions of a
number of countries against certain sectors of the Russian economy, Russian companies and citizens; &
number of international companies suspended or terminated their business activities in the Russian
Federation, as well as ceased to cooperate with the companies associated with the Russian Federation.
The management of the Bank monitors the development of the situation and takes all necessary actions
to reduce and level emerging risks, ensure uninterrupted activities and maintain the financial stability
of the Bank,

10
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{d)

SHINHAN BANK KAZAKHSTAN J5C
ROTES TD THE FIMANCIAL STATEMENTS for the year ended 31 December 2023
(thousand Korakhstan tenge)

The geopalitical crisis continees to have a negative impact an the development of the world economy.
Under the pressure of rising energy prices and growing uncertainty, the economies of many countries are
slowing down. Weaker economic activities are confirmed by business activity indicators. The global
inflation remains at historical highs. However, against the backdrop of a slight decrease in world prices
for oll and other energy resources, the overall glebal inflation continued to decline in annual terms in
2023, without a significant decline in ecanomic activity.

0n 17 November 2023, the international rating agency - Fitch Ratings - affirmed the sovereign credit
rating of the Republic of Kazakhstan at BBE, with a stable cutlook. Kazakhstan's strong fiscal position
and significant external provisions, which have contributed to its resilience to external factors, continue
to be the key drivers for maintaining Kazakhstan's credit rating. According to Fitch Ratings, the foreign
exchange reserves, including liquid assets of the National Fund of the Repubiic of Kazakhstan, InCreased
in January-Qctober 2023 by 17% and amounted to 33% of GOP. Net foreign assets amounted to 32. 3% of
GOP, which is significantly higher than the median for countries with similar credit ratings. At the same
time, the country's dependence on commodities, high inflation rate and an underdeveloped economic
policy program are noticed. According to the agency, the measures taken to diversify the economy take
time, given the difficulties associated with the situation in the economic sphere, Fitch estimates that
expansion of activities at the Tengiz field (postponed until the end of 2024) will balance the impact of

the geopolitical situation in the region.

The analysts of Fitch Ratings predict a decrease in inflation in 2024 to 9.5%. The agency emphasizes the
commitment of the Mational Bank to a foating exchange rate, which contributes to the absorption of
negative factors.

In addition, the oil and gas sector in the Republic of Kazakhstan remains subject to the influence of
political, legisiative, tax and regulatory changes in the Republic of Kazakhstan. The prospects for
economic stability of the Republic of Kazakhstan largely depend on the effectiveness of economic
measures taken by the Government, as well as on the development of the legal, reguiatory and political
systems, specifically on the circumstances that are beyond the control of the Bank.

The accompanying financial statements present the assessment of the Bank's management of the passible
impact of current conditions on the performance and financial position of the Bank, However, the impact
of changes in the economic situation on the future performance and financial position of the Bank is
currently difficult to determine,

FRAMEWORK FOR PREPARATION OF THE FINAMCIAL STATEMENTS
Ltatement of conformance to IFRSs

The accompanying financial statements have been prepared in accordance with International Financial
Reporting Standards (IFR55) as approved by the International Accounting Standards Board (1AS Board).

Basis of evaluation

These financial statements have been prepared in accordance with the actual cost principle, with the
exception of financial assets at fair value through other comprehensive income.

Functional and presentation currency

The functional currency of the Bank is the Kazakhstan tenge (hereinafter - the tenge), which, being the
national currency of the Republic of Kazakhstan, best reflects the ecanomic essence of most of the Bank's
operations and related circumstances affecting its activities.

The Kazakhstan tenge is also the presentation currency of these financial statements. All data presented
in the tenge have been rounded to the nearest thousand tenge unless otherwise stated,

Use of professional judgements, accounting estimates and assumptions

The preparation of the financial statements in accordance with the requirements of IFR3s requires the
management to make judgments, estimates and assumptions that affect the application of accounting
policies and the amount of assets and liabilities, Income and expenses presented in the financial
statements. Actual results may differ from these estimates.
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SHINHAN BANK KAZAKHSTAN J5C
MOTES TC THE FINAHCIAL STATEMENTS for the year ended 31 December 2023

{thousand Kezakhstan fenge}

The eskimates and underlying assumptions are reviewed on a regular basis, The estimate adjustments
are recognized in the reporting period in which the estimates are revised and in any subseguent periods
which they affect.

The Information regarding significant estimation uncertainties and critical reasonable judgments in
applying the accounting policies is provided in the following notes:

« Hote 15 - estimation of loan impairment;
« Mote 16 - classification of financial assets at amortized cost;
« Hate 30 - fair value of financial tnstruments.

Going concern

The accompanying financial statements have been prepared on the assumption of a going concern, which
implies the disposal of assets and the settiement of liabilitles in the course of the ordinary business of
the Bank. In making this estimation, the Bank's management considered a wide range of informatian
regarding current and future economic conditions, including projections for cash flows, earnings and
capital resources.

MATERIAL INFORMATION ON ACCOUNTING POLICIES

The accounting policies described below have been applied by the Bank consistently throughout the
reparting periods presented in these financial statements.

Foreign exchange transactions

The foreign exchange transactions are transiated into the functional currency of the Bank at the
exchange rates prevailing on the dates of transactions.

Monetary assets and liabilities denominated in foreign currency at the reporting date are translated into
the functional currency at the exchange rate prevailling at the reporting date, Profit or loss from
transactions with monetary assets and liabilities denominated in foreign currency is a difference between
the amortized cost in the functional currency at the beginning of the period adjusted by the amount of
interest charged at the effective rate and payments during the period and amortized cost in foreign
currency transtated into the functional currency at the exchange rate at the end of the reporting period.

Mon-monetary assets and liabilities denominated in foreign currency measwred at fair value are
translated into the functional currency at the exchange rates prevailing on the dates of fair value
measurement. Mon-monetary assets and liabilities demominated in foreign currency and reported at
actual costs are transiated into the functional currency at the exchange rate prevailing on a transaction
date.

The foreign exchange differences resulting from translation into the foreign currency are recognized in
profit or loss.

Financial instruments
Recognition and measurement of financigl Instruments

Financial assets and financial liabilities are recognized in the statement of financial position of the Bank
when the Bank becomes & contracting party to the underlying financial instrument, The Bank reports
regular acquisitions and disposals of financial assets and liabilities using the accounting method at the
settiement date, Financial instruments acquired in this way, which will subsequently be measured at fair
value, are accounted for in the same way as the acquired instruments from the time of conclusion of a
transaction until the settlement date set.

Financial assets and financial liabilities are Initlally reported at fair value. Transaction costs directly
attributable 1o the acquisition or isswe of fimancial assets and financial liabilities {other than financial
assets and financial Liabitities reported at fair value through profit ar loss (FYTPL)) respectively increase
or decrease the fair value of financial assets or financial Liabilities at initial recognition. Transaction
costs directly attributable to the acquisition of financial assets or financial liabilitles reported at fair
value through profit or loss are reported directly in profit or loss. The accounting principles used to
subsequently measure the value of financial assets and financial liabilities are disclased in the refevan:
accounting policies described below,

12



SHINHAN BANK KATAKHSTAN JSC
HOTES TO THE FINAHCIAL STATEMENTS for the year ended 31 December 2023
{thowsand Kozakhstan tenge)

Financial assets

All financial assets are recognized and derecognied on a date of transaction when a financial asset is
purchased or sold under a contract the terms of which reguire delivery of the financial asset within the
time limits set by the relevant market and are initially measured at fair value, plus transaction costs,
excluding those financlal assets that are classified as measured at fair value through profit or loss.
Transaction costs directly attributable to the acquisition of financial assets classified as measured at fair
value through profit or loss are recognized immediately in profit or lozs.

All recognized financial aszsets that are within the scope of IFRS 9 Financial Instruments must be
subsequently measured at amortized cost or fair value based on the Bank’s business model for managing
financial assets and the contractual cash flow characteristics of financial assets.

At the same time:
. Holding an asset [o receive contractuol cash flows.

This business model assumes that the financial assefs are managed to realize cash flows by receiving
payments of principat and interest over the life of the financial instrument.

Under this business model, holding a financial asset to maturity is a priority, but early disposal is not
prohibited.

. Halding an asset to receive cantractual cash flows and sell financial assets.

This business model assumes that the management of financial aswets s aimed at both recelving
contractual cash flows and selling financial assets. Within this business model, the receipt of cash from
the sale of @ fimancial asset is a priority, which is characterized by a higher frequency and volume of
sales compared to the business moded of *Holding an asset to receive contractual cash flows'.

. Holding an asset for other purposes.
Within this business model, the goal of managing the financlal assets can be;
a. management for the purpose of realizing cash flows through the sale of financial assets;
b. liquidity management to meet daily funding needs;
c. a portfolio the management and performance evaluation of which are based on a fair value; and

d. a portfolio that meets the 'held for trade’ definition, Financial assets are considered to be held
far trade if they have been acquired principally for the purpose of selling in the near term {up to
1BO0 days), generating short-term profits, or are financial derivatives (with the exception of a
financial guarantee or derivative financial instruments, which have been identified as hedging
imstrurnent ).

In accordance with IFRS %, the Bank's financial assets are classified as follonws:

* loans granted to customers that are classified as assets measured at amortized cost are held within
2 business model aimed at receiving contractual cash flows that are solely payments of principal
and interest on principal cutstanding and which include solely payments on account of principal
and interest (SPPI);

« cash and cash eguivalents include cash banknotes and coins, unrestricted balances [nostro
accounts) with the RE ME and octher banks, as well as highly Uguid financial assets with original
maturities of less than 3 months that are not subject to significant risk of changes in fair value and
are used by the Bank to settle current labilities. Cash and cash equivalents are reported at
amortized cost in the statement of financial position;

e interbank loans/deposits, REPD tramsactions are classified, as a rule, as assets measured at
amortized cost since they are managed within a business model aimed at receiving contractual
cash flows that include 5PPI;

debt securities may be classified into any of three classification categories based on the chosen
business model and 5PPI test compliance;

equity securities are classified, as a rule, into the category of instruments measured at fair value
with changes therein reported in profit or loss for the period; and
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» trading securities and derivative financial fnstruments are classified into the category of financial
assels measured at fair value with changes therein reported in profit or loss for the period,

Financial liobkilities

Fimancial liabilities are classified as either financial Liabilities at fair value through profit and loss or
other financlal liabilities.

A financial lability s classified as held for trade if:
# it is accepted for the primary purpose of repurchase in the near future;

« when initially recognized, it & a part of a portfolio of identified financial instruments that are
managed by the Bank as a single portfolio that has a recent history of short-term purchases and
reselling, or

= it is a derivative instrument that 15 not classified and is nok used as a hedging instrument.

& financial liability other than financial liability or contingent consideration that may be pald by a
customer in a business combination held for trade may be qualified as FWVTPL financial liakility at the
time of recognition if:

= the use of such a classification eliminates or significantly reduces imbalances in the measurement
of or accounting for the assets or Liabilities that might otherwise arise;

« a financial Uability is a part of a group of financial assets or financial liabilities or a group of
financial assets and liabilities that are managed and measured on the basis of a fair value in
accordance with the Bank's documented risk management or frvestment strategy and the
information about such a group of Mnancial labilities is presented within the organization on this
basis; ar

« @ financial liability s a part of an instrument containing one or more embedded derivatives, and
IFRS 9 allows the instrument as & whaole (asset or Hability] to be classified as measured at fair valug
with recognizing changes therein in the statement of profit or loss.

Financial assets and financial labilities measured at fair value through profit or loss are accounted for
in the statement of Mnancial position at fair value, Changes in falr value are reported In net Loss/ (profit)
on financial assets and liabilities measurad at fair value through profit or Loss, Interest earned or incurred
is recognized as interest income or expense, as appropriate, in accoerdance with the terms.of a contract,
while dividend income is recorded in Other income when the right to receive dividends is established.

Debt instruments at amortized cost or at fair value threugh other comprehensive income

The Bank assesses the classification and measurement of a financial asset based on the characteristics
provided by the cash flow contract and the Bank's business model used to manage the asset.

To classify and measure an asset at amortized cost or at fair value through other comprehensive income,
the terms of the relevant contract must provide for the occurrence of cash Tows that include solely
payment of principal and interest on the principal outstanding.

When revising the contractual cash flows for compliance wiath the specified requirements, the principal
outstanding is considered as a fair value of a financial asset at its initial recognition. During the life of a
financial asset, the principal debt may change (for example, in the case of principal payments), Interest
includes consideration for the time value of money, for the credit risk of principal remaining outstanding
for a specified period of time, and for ather normal risks and costs associated with lending, as well as a
profit margin. The payments of principal and interest are measured in a currency in which a financial
asset is denominated.

The contractual cash flows, which include solely payments of principal and interest, comply with the
terms of an underlying loan contract. Contractual terms that give rise to risks or volatility in contractual
cash flows that are not retated to the underlying loan contract, such as share or commaodity price risk,
do not give rise to contractual cash flows that include solely payment of principal and interest on the
principal outstanding. An originated or acquired financial asset may be the underlying loan contract,
whether or not it is a loan in its legal form,

The business models used to manage financial assets was assessed at the date of first adoption of IFRS 9
to classify a financial asset. The business model has been applied retrospectively to all financial assets
recognized in the Bank's balance sheet at the date of first adoption of IFRS 9. The business model used

14



fii)

fiii)

SHINHAN BANK KAZAKHSTAN JSC
HOTES TO THE FINANCIAL STATEMENTS for the year ended 31 December 2023
{Ehousand Kazakhstan tenge)

by the Bank is defined at a level that reflects how the grouped financial assets are managed to achieve
a particular business objective. Since the Bank’s business model is not subject to the management’s
intentions for an individual instrument, the assessment is not made at the level of individual instruments,
but at a higher level of aggregation.

To manage its financial instruments, the Bank uses several business models that describe the mechanism
for managing financial assets in order to generate cash flows. These business models determine whether
cash flows of the Bank will result from the receipt of contractual cash flows, the sale of financial assets,
or bath.

When assessing a business model, the Bank takes into account all available information, Howewver, the
aszessment i not based on scenarlos that the Bank can reasonably expect to occur, such as a “worst
case” or “stresa” scenarlio, The Bank takes into account all relevant data, such as:

« a3 mechanism for evaluating the effectiveness of the business model and the financial assets held
within that business model and reporting to key management personnel;

+ risks affecting the effectiveness of the business model (and the financial assets held within that
business model] and how those risks are managed; and

« the mechanism for paying remuneration to management (for example, the grounds for paying
remuneration are analysed: a fair value of relevant assets or contractual cash flows received).

At Initial recognition of a financial asset, the Bank determines whether newly recognized financial assets
are part of an existing business model or indicate the emergence of a new business model, The Bank
reviews 115 business models In each reporting pertod to identify changes from the previcus period. In the
current reporting pericd, the Bank did not reveal any changes in its business models.

Upon derecognition of & debt instrument measured at fair value through other comprehensive income,
the cumulative profit/loss previowsly recognized in other comprehensive income 15 reclassified from
equity to profit or loss. Debt instruments that, after initial recognition, are measured at amortized cost
or at fair value through ather comprehensive ncome are subject to impairmaeant.,

Derecognition

The Bank derecognises a financial asset when it loses its contractual rights to cash flows from that
financial asset, or when it transfers a financial asset in & transaction in which substantially all the risks
and rewards of ownership of the financial asset are transferred to the other party, or in which the Bank
does not transfer or retain substantially all the risks and rewards incidental to ownership of that financial
asset and does not retain control of the financial asset. Any interest in transferred financial assets that
qualify for derecognition created or retained by the Bank is recognized as a separate asset or liability in
the statement of financial position. The Bank derecognizes a financial liability when the contractual
liabilities on it are discharged, cancelled or terminated.

The Bank enters into transactions whereby it transfers the assets recognized in the statement of financial
position, but retains all or part of the risks and rewards arising from ownership of the transferred assets.
while retaining all or substantially all the risks and rewards. the Bank dees not derecognize the
transferred assats.

In transactions where the Bank does not retaln, but does mot transfer substantially all the risks and
rewards of ownership of a financial asset, that asset is derecognized if the Bank has lost control of the
asset.

If the Bank retains control of the asset when it is transferred, it continues to recognize the asset to the
extent that it retains an interest in the asset, which |s determined as an extent to which the Bank is
exposed to changes in its value.

The Bank writes off he assets that are recognized as uncollectible,
Azzets and [fabiiities of fset

Financial assets and Habilitles are offset and presented in the statement of financial position on a net
basis only when the Bank currently has an enforceable right to offset the recognized amounts and intends
to either sattle them an a net basis or dispose of the asset and settle the Liability at the zame time. The
Bank currently has a legally enforceable right to set off unless this right is conditional on a future svent
and is legally enforceable both in the normal course of business and in case of a default on liabilities,
insolvency or bankruptcy of the Bank or any of its counterparties.
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impairment
Impairment for financial assets was calculated taking into account the following factors:

# To calcudate the amount of expected credit losses (ECLs), the Bank evaluates the loans on a case-
by-case basis and on a group basis with grouping the assets based on the general characteristics of
credit risk,

» ECLs are estimates of the present value of credit losses given thelr probability. The estimate of
these losses is the present value of a difference between the cash flows due to the Bank under a
contract and the cash flows that the Bank expects to receive based on a probability analysis of a
number of economic scenarios, discounted using the effective interest rate for the relevant asset.

» The calculation ts based on reasonable and substantiated information that can be obtained without
undue cost or effort. The calculation of the current value of the expected future cash Tlow of a
collateralized financial asset reflects the cash flow that could result from enforcement minus the
costs of obtaining and enforcing the collateral whether or not enforcement fs probable, The
provisions are based on the Bank's own loss analysis experience and management’s assumptions
about the level of losses that are Likely to be recognized for assets In each credit risk category
based on the capability to service a debt and the borrower's credit history.

» The impairment for treasury operations (investments in debt securities, reverse REPD transactions,
interbank loans and deposits, operations on comespondent accounts, receivables on treasury
operations) is calculated taking into account the rating of a counterparty, the probability of
default, the term of a transaction and the level of loss at default.

= The expected credit losses on treasury operations are measured on a case-by-case basis (except for
certain claims in the form of receivables).

Financial assets are segmented into baskets in accordance with the following approach:

= Stage 1: the credit risk has not increased significantly since the recognition of an asset; impairment
is recognized in the amount of expected losses over the next 12 months;

« Stage 1: the credit risk has increased significantly since the recognition of an asset; impairment (5
recognized in the amount of expected losses aver the entire life of a financial asset;

= Stage 3 The financial asset 15 in default or has indications of impairment.

Provisions for expected credit losses
The expected credit losses must be estimated using an allowance the value of which i equal to:

= the amount of credit losses expected over the next 12 months i.e, that portion of credit losses over
the entire life of a financial instrument that represents expected credit losses due to defaults on
liabilities under the instrument that may arise within 12 months after the reporting date (Stage

1k

« the amount of credit losses expected over the entire life of a financial instrument, which arise as
a result of all possible cases of default on liabilities under an instrument during term thereof
(Stage 7 and Stage 3).

The creation of an allowance in the amount of total ECLs Tor the entire life of a Minancial instrument is
required in the event of a significant increase in the credit risk of the instrument since its initial
recognition, In all other cases, the provisions for ECLs are formed in the amount egqual to the ECLs within
12 maonths.

# For undrawn credit, ECLs are as difference between the present value of the difference between
the contractual cash flows due to the Bank il the holder of a commitment draws the credit and
the cash flows the Bank expects to receive if the credit is drawn.

« For financial guarantee contracts, ECLs are a difference bebween the expected payments to
indemnify a holder of guaranteed debt instrument less any amounts that the Bank expects to
receive from holder, borrower or any other party.

ECLs are estimated for individual loans or portfolios of loans with similar risk characteristics, The
calculation of an allowance for ECLs (whether on a case-by-case basis or on a group basis) is based on
the present value of the expected cash flows for the asset wsing the ariginal effective interest rate (EIR).
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When determining ECLS, it is extremely important to wse the definition of a default. The definition of a
default is used to estimate the amount of ECLs and to determine if an allowance is calculated for the
next 12 months or for the entire term of the loan, since the concept of “a default’ is a part of the concept
of 'probability of a default’, which affects both the estimate of ECLs and identification of a skgnificant
increase in credit risk.

Definition of a default

Financial assets in default bear the maximum oredit risk, and there is no possibility of recovery within
the original time limits set, restructuring or, in the absence of prospects for such restructuring,
recognition of loss In full or in part is required, Deterioration of the financial condition of the
issuer{borrower below a critical level includes significant losses, a decrease in market share, the cost of
capital falling below zero.

Due to the specificity of each of the financial assets in the Bank's portfolla, the declsion en recognition
of default is made after being considered by the Credit Committee of the Bank on a case-by-case basis.
A5 a rule, this deciston s made as a result of events that have happened or are highly likely to be
expected,

The qualitative factors for the impairment of financial assets may include the suspension of accrual of
remuneration dee to the deterioration of the financial condition of a counterparty, the write-off of a
part and/or full amount cutstanding, which s caused by a significant increase in credit risk since the
provision of the financial asset, the sale of financial assets with a significant discount (15% or more],
loan restructuring, filing a lawsuit for recognizing a counterparly as a bankrupt, as well as the
disappearance of an active market for a security, a decrease in the value of collateral or ather chservable
data.

If the terms of & bank loan to a customer are renegotiated so that it becomes substantially a new loan,
the Bank recognizes the derecognition of such financial asset, while recognizing the difference from the
derecognition of the asset to the allowance for expected credit losses in profit or loss. At initial
recognition, loans to customers are classified at stage 1 for the purpose of measuring expected credit
losses, excluding loans granted and classified as POCIH (Purchased or Originated Credit impaired Financial
Assets), IF the modification does not result in a significant change in Cash Flows, then the loan will nat
terminate.

As of 31 December 2023, the interest charged on restructured loans amounted to 23,395 thausand tenge
(31 December 2002; 20,721 thousand tenge),

As of 31 December 2023, loans to customers included [oans with restructured terms in the amount of
811,987 thousand tenge (31 December 2022: 1,171,372 thousand tenge).

Credit-impaired financial assets

& financial asset is considered to be credit-impaired if one or more events occur that have a negative
impact an the estimated future cash flows of such financial asset, In relation to credit-impaired financial
assets, the term 'Stage 3 assets’ is used. The indicators of credit impatrment include observable data on
the following events:

» significant financial difficulties of the borrower or lender;
 vindation of the terms of @ contract, such as default or late payment;

» the lender making a concession to the borrower for economic reasons or contractual terms due to
the financial difficulties of the borrower that the lender would not otherwise have made;

s the disappearance of an active market for the security as a result of financial difficulties; or
+ purchasing a financial asset at large discount that reflects the credit losses incurred,

In some cases, the identification of a simgle event is not possible because the credit impairment of a
fimancial asset may be due to the combined effect of several events. At each reporting date, the Bank
assesses for credit impairment the debt instruments, which are financial assets measured at amortized
cost or at fair value through other comprehensive income. In assessing the credit impairment of
government and corporate debt instruments, the Bank considers factors such as band yields, credit
ratings and the borrower’s ability to raise funds.
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& loan is considered to be credit-impaired if & concession fs granted to the borrower due to deterioration
in fimancial condition, provided there is no evidemce that the concession resulted in a significant
reduction in the risk of not recelving contractual cash flows, and no other indicatars of impairment exist.
Financial assets for which concession has been considered but not granted are considered to be credit-
impaired if there are observable indicators of credit impairment, including those matching the definition
of a default. The definition of a default includes tndicators of the lack of probability of payment and the
expiration of the payment period {in case of delay for 30 days or more). The decision to use cross default
is based on an individual assessment of the conditions of the customer's object, such as collateral and
materiality of the credit risk.

Property, plant and equipment

Chwmt assels

The items of property, plant and equipment are reported in the financial staterments at actual cost less
accumulated depreciation and impalrment losses. If an item of property, plant and equipment consists
of several components with different useful lives, such components are reported as separate items of

property, plant and equipment,
Depreciation

Depreciation is charged on property, plant and equipment on a declining balance method at the rates,
in the amount not excesding 20% for all types of property, plant and equipment, except for cases where
the life of the item of property, plant and equipment is determined by special conditions for the use of
that item of property, plant and equipment and is presented in profit or loss. Depreciation is charged
from a date of acquisition of the item and, for iberns of property, plant and equipment erected in house,
from the moment the construction of the object is completed and it is ready for operation, Land plots
are not depreciated.

If the Bank makes an investment in leased property, plant and equipment, such costs are amortized on
a straight-line basis gver the shorter of the lease term or the useful life of the improvements to the
leEased property.

Intangible assets

Acquired intangible assets are reported in the financial statements at actual cost less accumulated
amortization and impairment losses. The costs of acquiring licenses for special software and its
implementation are capitalized in the cost of the corresponding intangible asset.

Amortization s charged on intangible assets using the declining balance method at the rates, in the
amount not exceeding 20% for all types of intangible assets, except for cases where the useful life of an
intangible aszet is determined by spedial conditions for the use of this intangible asset and is presented
In profit or loss.

Lease

The Bank, as a lessee, recognizes a right-of-use asset, which is the right to use the assets, and a liability,
which is a liability on lease payments.

For atl lease contracts {except for those specified below), the Bank:

» recognizes in the statement of financial position the right-of-use assets and the lease liabilities in
‘Property, plant and equipment” and "Qther liabilities’, respectively;

= recognizes in the statement of profit and loss the amortization of the right-of-use assets as
deterioration and amortization expenses in 'Operating expenses’ and interest on lease liabilities
in “Interest expenses’; and

= separates in the statement of cash flows the total cash used o repay principal {represented in
financing activities) and interest (represented in operating activities).

The right-to-use assets are tested for impairment in accordance with 1AS 36 Assel Impairment,

For short-term leases [up to 12 months) and low-value leases of assets, the Bank recognizes lease
expenses on a stralght-line basls,

Lease incentive payments (for example, a free (grace} period) are recognized as part of the measurement
of the right-of-use astets and the lease [iabilities at initial recognition.
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Assets held for sale

Han-current assets and liabitities directly related to non-curreént assets are classified as held for sale
{“disposal group’) if it is likely that the current value of such assets will be recovered primarily through
the sale of these assets, but not through their permanent use, as well as if such assets {or disposal group)
may be dispased of in their current condition, The management must be committed to selling such assets
within one year from a date these assets are classified as held for sale.

Assets held for sale are measured at the lower of their current and fair value, less zelling expenses. In
case the fair value of an asset held for sale, less selling expenses, is less than its current value, the entity
must recognize the impairment 1oss in the statement of profit and losses as loss from assets held for sale.
Any subsequent Increase in the asset's fair value, less selling expenses, is recognized in the amount of
the accumulated impairment loss previously recognized for those assets,

Impairment of non-financial assets

Won-financial assets, other than deferred tax assets, are tested for impairment at each reporting date.
The recoverable amount of non-financial assets i the higher of fair value less selling expenses and value
in use. In determining the value in use, estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects the current market estimate of the time value of money and
the risks Incidental to the asset. For an asset that does not generate cash flows generated by other
assets, the recoverable amount is determined by the group of cash generating assets to which the asset
belongs, The impalrment loss Is recogrized when the carrylng amount of a cash-generating asset or group
of cash-generating assets exceeds its recoverable amount.

All impairment losses of non-financial assets are recognized in profit or loss and are only reversed if

there has been a change in the estimates used to determine the recoverable amount, Amy impairment
loss of an asset is reversed to the extent that the carrying amount of the asset does not exceed the

carrying amount {less amortization) that would have occurred had the impairment loss not been reported
in the financial statements.

Provisions

A provision Is reported in the statement of financial position when the Bank has a legal or reasonable
liability as @ result of past event and it is probable that an outflow of funds will be required to settle
that Lability. If the amount of such lability 1s significant, then provisions are determined by discounting
estimated future cash flows using a pre-tax discount rate that reflects the current market estimate of
the time value of money and, where applicable, the fsks incidental to the liability.

Contingent credit lfabilities

In the course of its cusrent business activities, the Bank assumes contingent credit labilities including
undrawn credit facilities, letters of credit and guarantees, and provides other forms of credit insurance.

Financial guarantees are contracts that oblige the Bank to make specified payments to compensate a
holder of & financlal guarantee for losses incurred because a specified debtor fails to make payvment
when due in accordance with the terms of a debt Instrument.

& liability under a financial guarantee s initially recognized at fair value less the assoclated transaction
costs and subseguently measured at the higher of the amount initially recognized less accumulated
depreciation or the provision for possible losses under the guarantee. Provisions for possible losses under
financial guarantees and octher credit liabilities are recognized when there is a high probability af
occurrence of losses and such losses can be measured with a reasonable degree of reliability.

Liabilities under financial guarantees amd provisions for other credit llabilities are incleded in other
liabilities.

Lending liabilities are not recognized in the financial statements except for the following:

# commitments to grant loams, which the Bank defines as financial liabilities at fair value the
changes In which are reported in profit or loss for the perfod;

« fif the Bank has & past experience of selling the assets acquired inm comnection with foan
commitments, shortly after they arise, similar to the loan commitments belonging to the same
chass of instruments that are considered as derivative financial instruments;
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= loam commitments that are settled according to a contract on a net basis in cash or by transfer or
issue of another financial instrument; or

+ loan commitments at & rate below the market one,
Share capital
Ordinary shares

The ordinary shares are classified as equity, Costs directly attributable to the issue of ordinary shares
and share options are recognized as a decrease in equity less any tax effects.

Drvigend

The ability of the Bank to declare and pay dividends is subject to the regulation of the effective
iegislation of the Republic of Kazakhstan.

Dividend on ordinary shares are recognized in the Fnancial statements as & use of retained earnings
when declared.

Taxation

The income tax includes current tax and deferred tax. Income tax is recognized in profit or loss in full,
with the exception of amounts relating to transactions recognized in other comprehensive income or
tramsactions with owners recognized directly in equity, which, respectively, are reported in other
comprehensive income or directly in equity.

Current income tax expenses are calculated based on the estimated taxable profit for the year taking
into account the income tax rates in force at the reporting date, ‘as well as the liabilities arising from
the adjustment of Income tax amounts for previgus reporting years.

Deferred tax assets and deferred tax lHabilities are recognized for temporary differences arising between
the carrying amount of assets and liabilities determined for the purposes of their presentation in the
financial statements and their tax base. Deferred tax assels and deferred tax liabilities are not
recognized for the following temporary differences; differences relating to assets and liabilities the
initial recognition of which does not affect either accounting or taxable profit. The deferred tax assets
and deferred tax liabilities are determined based on the tax rates that will apply in the future at the
time of the reversal of the temporary differences, based an the laws in effect or substantially enscted
at the reporting date.

The calculation of deferred tax assets and deferred tax liabilities reflects the tax implications that
depend on the manner in which the Bank is going to recover or settle the carrying amount of assets and
iiabilities at the end of the reporting period,

Deferred tax assets are recognized to the extent that it is probable that sufficient taxable profit will be
generated in the future to cover the temporary differences, non-recorded tax expenses and unused tax

benefits.

The deferred tax assets are reduced to the extent that it 15 not probable that taxable profit will be
available against which the deductible temporary differences can be used.

Recognition of income and expenses in the financial statements

Interest income and expenses on all financial instruments, except for financial assets measured at fair
value through profit or loss, are recognized in Het interest income as Interest income calcuiated using
the effective interest mothod and Interest expenses in the statement of profit and losses wsing the
effective interest method.

The effective interest rate is a rate that discounts the estimated future cash flows of a financial
instrument to the net carrying amount over the expected life of a financial asset or Liability or (if
applicable) over & shorter period. Future cash flows are estimated taking into account all contractual
conditions of the instrument.

If a financial asset or a group of financial assets has been written off (or partially written off) a5 a result
of am impairment, interest income is determined using the interest rate used to discount future cash
flows to calculate impairment losses to the net amortized cost of that financial aszet. If default on a
financial asset is liquidated and it is no longer credit-impaired, the Bank reverts to calculating interest
income on a grogs basis.
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Fee income is reporbed as a transfer of services to customers in an amount that reflects a consideration
expected to be received in exchange Tor such services, The Bank defines a performance obligation id est
the services agreed wpon with a customer and a consideration, and recognizes mcome in accordance
with the transfer of services, performance obligation agreed upon with the customer,

For each performance obligation identified, the Bank determines at the time of contract conclusion
whether it fulfils performance obligation within specified time Limit or at a specified point In time, and
whether the consideration is fixed or variable, incleding the limitation of reimbursement, for example,
by external factors not related to the influence of the Bank. The reimbursement is subsequently
allocated to the identified performance obligation.

The other fees, as well as other income and expenses, are recognized in profit or loss on the date the
related service is provided.

Payments under operating lease contracts are recognized in profit or loss for the period on a stratght-
i bacis over the entire lease term. The amount of benefits received reduces the total lease expenses
for entire lease tenm.

Financial guarantee contracts

Financial guarantess or letters of credit provided by the Bank are collateral for credit transactions that
provide far payment as compensation for a [oss that fs incurred if a debtor fails to make payment in due
time in accordance with the ariginal or modified terms of a debt instrument. Such financial guarantees
or letters of credit are initially reported at fair value. Subsequently, they are measured on the basis of
{a) the amount recognized as a provision and (b) the amount indtially recopnized, less, where applicable,
accumulated amortfzation of deferred income in the form of a premium received under a Financial
guarantee or letters of credit, whichever is greater.

Adoption of new and amended International Financial Reporting Standards (IFRSs)

The Bank has adopted for the first time certaln standards and amendments that are effective for annual
reporting periods beginning on or after 1 Januwary 2023, The Bank has not early adopted standards,
interpretations or amendments that have been issued but are not yet effective. The nature and impact
of each amendment are described below:

The following amendments are effective for the period beginming on or after 1 January 2023;

s [FRS 17 Insuramce Contracts

= Amendment to 1AL B - Definition of Accounting Estimates (illustrations of changes in accounting
policies and accounting estimates)

«  Amendment to 1A% 1 - Application of Materiality Judgements to Accounting Policy Msclosures

«  Amendment to 145 1 Presentation of Fimancial Statements - Classification of Current and Non-
Current Liabilities

« Amendment to |A5 12 Income Tax - Deferred Tax Related to Assets and Liabilities Arising from a
single Transaction

IFRS 17 Insurance Contracts

IFRS 17 Insurance Contracts (hereinafter — IFRS 17}, which replaced IFRS 4 insurance Contracts, became
effective as from 1 January 2023,

The conceptual difference of IFRS 17 is that this standard, unlike IFRS 4, does not provide a detailed
method for assessing calculaticn parameaters, but is based on the judgments and the actuary's own models
when assessing insurance liabilities.

This standard is not applied to the Bank"s activities.

Amendments to IFRSs mandatory in the financicl statements for the annual period beginning on 1
January 2023:

Amendment to 1AS 8 Definition of Accounting Estimates

The amendment amends (A5 § Accounting Policies, Changes In Accounting Estimates and Errors, which is
designed to clarify the distinction between accounting policies and accounting estimates and is effective
far the annual periods beginning on 1 January 2023,

Additionally, the following indicators are given as examples of accounting estimates:
1
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e allowance for expected credit losses (IFRS 9 Fingnclal instruments),

= nel realizable value of & unit of inventory (IFRS 1 Inventories);

= fair value of an assat or lHability (FFRS 13 Fair Value Megsurernent) (hereinafter - IFR5 13);

= expenses for depreciation of an ftem of property, plant and equipment (LAS 16 Properiy,
Flant and Equipment) (hereinafter - IFRS 16); and

» provision for guarantee commitments (IAS 37 Provisions, Conlingent Liabilitles and
Contingent Assets),

The standard establishes that a change in an accounting estimate can only affect the profit or loss of the
current period or the profit or loss of both the current period and Tulure periods,

The effect of the change relating to the current period is recognized as inCome or expense in the current
period. The effect, if any, on future periods is recognized as income or expense in those future periods,
Changes In accounting estimates are not chamges in accounting policies.

Amendments to A5 1 Presentation of Financial Statements

IFRS Practice Statement Mo, 2 Maoking Materiality Judgements and 1A% B Accounting Policles, Changes in
Accounting Estimates and Errors published in February 2021 and effective for the reporting periods
beginning on or after 1 January 2023.

The amendments are intended to improve disclosures about accounting policies and to assist users of
financial statements in distinguishing between changes in accounting estimates and changes in accounting
policies,

Amendments to 1AS 1 Classification of Liabilities as Current or Non-Current

The amendment issued in January 2020 amended paragraphs %, 73, 74 and 7&, and added paragraphs
TLA, 794, T6A and TEB of 1A5 1, These amendments are Lo be applied to the annual periods beginning on
or after 1 Janary 2023, retrospectively in accordance with IAS B. Early application was permitted,

Amendment to IAS 12 Income Tax - Deferred Tax Related to Assets and Liabilities Arising from a
Single Transaction

Amendments to 1AS 12 lncome Tax published in May 2021 and effective for the reporting periods beginning
on or after 1 January 2023,

The Board introduced these Amendments to freduce discrepancies in how enptities account for delerred
tax on Lransactions and events, such as leases and decommissioning liabilities, that result in Initial
recognition of both assets and liabifities,

The amendments narrow the scope of the exceptions to initial recognition under LAS 12 50 that the
exception no longer applies to transactions that give rise to equal taxable and deductible temporary
differences.

The amendments also clarify that the deduction for tax purposes of payments to settle liabilities is a
matter of judgment (in accordance with applicable tax laws) as to whether such deductions are consistent
with tax purposes for labilities recognized in the financial statements (and Interest expense) or related
assal (and interest expense).

This judgment & important In determining whether any temporary differences. exist at the initial
recognition of an asset and liability,

These amendments are intended to improve disclosure of accounting policies and assist users of financial
statements in distinguishing between changes in accounting estimates and changes in accounting policies,

The Bank s currently assessing the impact these amendments may have on the disclosure of information
about the Bank’s accounting policies.

MET INTEREST INCOME
2023 1022
Interest income
Cash and cash equivalents 27,557,320 5,507, 196
Leans granted to customers 6,184,613 2,848 551
Financial assets at amostized cost 18,408,008 2,434,609
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Financial assets at fair value threugh other comprehensive income 15,032 51,435
Leans issued to banks 1,389 3
Accounts and deposits with banks 104,487 -
Total interest income 62,270,849 10,842,801
Interest expenses
Current accounts and deposits of customers (36,240, 189) (4,826, 650)
Fee on lgans (1,701,249) (1,240,003)
Liakility on Lease {30,155) (35,349)
Liabilities on REPD contracts (68,171) (2, 760)
Accounts and deposits of banks 2 (119)_
Total interest expense {18,039,864) (6,104, 881)
Total net interest income 14,130,985 4,737,920
COMMISSION INCOME
2023 2022
Transfer transactions 131,323 124,383
Cash transactions 20,216 11,176
Guarantees and letters of credit 2,848 1,767
Other 13,547 11,711
Total fee income 167,934 161,137
COMMISSION EXPENSES
2023 2022
Obtained guarantees 109,404 164,973
Tramsfer transactions 44,510 15,413
Other 41,462 30,049
Tatal fee sxponses 195,376 234,435
HET PROFIT FROM FOREIGN CURREMCY TRANSACTIONS
2023 2022
Dealing transactions, net 2,657,992 475 B37
Foreign exchange differences, net 41,921 130,704
Total net profit from foreign currency transactions 1,699,911 606,541
PERSONMEL EXPEMSES
2023 2023
Empioyes benefits 1,056,606 911,797
Taxes and withholdings from salary 106,785 90,117
Total personnel expenses 1,163,391 1,001,514
PROVISIONS FOR EXPECTED CREDIT LOSSES
Accounts Finarneial assets
and Financial &t fair value
Cash and deposits Loans assets at  through other
cash wiith granted to  armartized comprehensive | Other
eguivalents banks CUStOmers _eost income assets Tatal
g% of 1 January
a2 1,604 0 21,912 3,187 436 1,551 99,754
Farming
pravisions 14,665 13 207,983 8,841 B 5,671 147,749
Recovering
provisions (22,133) 1] 190, 206) {8, 866) [356) (4,343  (125,%08)
Write-off . {42,528) ' - {1,662 (24,610
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Foretygn

exchange

differance il i (947 . - Q {859
as of 31

December 2011 4,117 &1 185,E14 3,182 136 1,106 195,616
Forming

[provisions &8, 116 16 265,067 57.855 4,473 355,857
Rpcovering

[PrOnASICmS (63,211} 117 {1592 {55, 164} (136 (5,472}  [283,B14)
‘Write-off . . r 5 2 (482} (482}
Foreign

exchange

ditference {111} . {35 4] . 34 i114)
as of 31

December 2023 9,211 0 291,184 3,847 - 758 3a7.0mM

During 2023, provisions for contingent credit liabilities were formed in the amount of 23,355 thousand
tenge and provisions were recovered in the amount of 23,071 thousand tenge (2022: formation of
provisions in the amownt of 23,433 thousand tenge and recovery of provisions in the amount of 28,150
thousand tengel.

24
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SHINHAN BANK KAZAKHSTAMN J5C

MOTES TO THE FINANCIAL STATEMENTS for the year ended 31 December 2023

[thowsand Kazakhstan tenge)

10. OTHER GENERAL AND ADMINISTRATIVE EXPENSES

2023 2021
Depreciation and amortization 102,914 1,556
Tanes, fees and other compulsory payments 87,120 41,176
Communication services and Information services 61,779 33,368
Software support 46,639 70,893
Dperating expenses 30,051 26,714
Processing services 17,787 25,983
Membership fees 22,532 25,031
Professional services 11,385 27,176
Representation expenses 1E,923 14,360
Travelling expenses 16,628 5,087
Insurance expenses 11,458 13,626
Transportation expenses 12,194 7,459
Expenses for operating lease 11,419 1,289
Security B.,527 713
Repair and maintenance 8,507 E,825
Office supplies 5,815 4,31
Advertisement and marketing 1,943 2,318
Writing off property, plant and equipment 1,430 14,657
Other 87,912 78,037
Total sther general and administrative expenses 565,997 523,579

11. INCOME TAX RECOVERY/{EXPENSE)

The Bank makes tax caloulations for the current period based on data of tax accounting recards kept in
accordance with the requirements of the tax laws of the Republic of Kazakhstan. Infome tax expenses

for the years ended 31 December 2023 and 2072 are shown below,

2023 2023
Imcame tax recovery/|espensa)
Reporting period (262,500}
Adjustment to prior pericd 12,644 6,313
Changes in deferred taxes resulting from occurrence and
recovery of tempaorary differences 1,296 1,479
Total income tax recovery/{expense) 15,740 {254,508}

The income tax rate in the Republic of Kazakhstan was set at 20% during 2023 and 2022, Income on
government securities and certain other securities is not subject to income tax,

Duse to the fact that certain expenses are not accounted for tax purposes, as well as there s non-taxable

income, the Bank has certain permanent tax differences.

Calcudation of the effective income tax rate for the years ended 31 Decemnber 2023 and 2022:

Profit before income tax

Incorme tax calculated in accordance with prevailing income tax rate

Mon-taxable income from transactions with securities
Other non-deductible expenses (incomes)

Effective Income tax rate
Deferred tax assets and liabilities

023 2022
75,201,765 3,425,853
5,040,353 725,171
(5,684, 608) (497 ,409)
628,315 6,746
{15,940) 254,508
7.0%

The temporary differences arising between the value of assets and liabilities reported in the financial
statements and the amounts used to calculate the tax base give rise to deferred tax assets as of 31

December 2023 and Labdlities a< of 31 December 2022,

The change in the amount of temporary differences for the years ended 31 December 2023 and 2022 can

be presented as follows:

27
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Balance as of
2023 Balance as of 1 Reported in Reported in 31 December
January 2023  profit or loss equity 2023
Property, plant and equipment,
intangible assets and right-of-use
a55eLS (12,892 (15,267) - (28,15%)
Other labilities 57,B64 18,563 = 76,427
44,973 3,296 - 48,268
Balance as of
022 Balance as of 1 Reported in  Reported in @ 31 December
January 2022  profit or loss equity 2022
Property, plant and equipment,
intangible assets and right-of-use
a55ets (12,45%) 19,567 E (1Z,8%1)
Other Habilithes 75,952 (18,088} ; 57,864
43,493 1,479 = 44 973
CASH AND CASH EQUIVALENTS
31122023 @~  21.13.2022
Cash on hand 1,183,458 430,500
Hostro accounts with RE NB 043,194 6,547 B850
kostro accounts with other banks

= havireg credit rating A- [o A= 8,007 882 4,057,612

- having credit rating BB- to BB- 132,433 03,900

= havirg credit rating 8- . .

- nat rated 46,829 124,509
Tatal Hostra accounts with ather banks B, 187,144 4,276,011
Cash eguivalents
Term depaosits with RE KB 116,664,181 6B, 783,652
Term depasits with other banks 9,010,781 &
Provigion for expected credit losses {9,211} (4,217}
Total cash and cash eqguivalents 335,979,749 40,453, 806

The credit ratings are presented in accordance with the standards of the rating agency Standard B Poar's
or similar standards of other International rating agencles.

Cash and cash equivalents are not past due.
Requirements for minimum reserves

As of 31 December 2023 and 31 December 2021, in accordance with the resolution of the BE NB, the
minimum rederve reqguirements are calculated as the average of the sums of certain shares of various
groups of liabilities of the Bank for twenty-eight calendar days. The banks are required to comply with
these requirements by maintaining average reserve assets (in the form of cash on hand in national
currency and balances on correspondent accounts of the Bank with the Hational Bank in national
currency} in an amount equal to or exceeding the average minimum reguirements. As of 31 December
2023, the minimum reserve amounts to 1,587,259 thousand tenge (31 December 2022: 2,586,018
thousand tenge).

Concentration of cash and cash equivalents

Az of 31 December 2023, the Bank has three banks (31 December 2022: 2 banks) each holding mare than
10% of the Bank's eguity. The total balances of the indicated banks as of 31 December 2023 amount Lo
330,078,507 thousand tenge (31 December 2022: 79,789,114 thousand tenge|.
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13, ACCOUNTS AND DEPOSITS WITH BANKS

Cash restricted in uwse
Provishon for expected credit losses

Taotal accounts and deposits with banks

31.12.2023  31.12.2022
185,000 182,903
(70} (31}
184,510 182,812

As of 31 December 2023 and 31 December 2022, accordingly, the Bank had no deposits that would exceed

10% of the Bank's equity.

14, FINAMCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

4s of 31 December 2023, the Bank does mot have financial assets reported at fair value through other
comprehensive income. As of 31 December 2012, the Bank owned debt financial instruments - Treasury
bonds of the Ministry of Finance of the Republic of Kazakhstan in the amount of 970,169 thousand tenge.

These assets were not past due.

15, LOANS GRANTED TO CUSTOMERS

Loans granted to corporate customens

- Lowns granted fo lorge-scale businesses

= Loans granted to small and mediem-sized businesses
Total loans granted to corporate customers

Prowision for impairment

Tatal loans granted to corporate customers, subject to provision

for impairment

Loans granted wo retall customers
= Consumer credits
Total lpans granted to retail customers

Frovisien for impairment

Total loans granted to retail customers, subject to provision for

impairment
Total loans granted to customers less provision

(a) Quality of loans granted to customers

31.12.2023 31.12.2022
&, 978,987 i
31,619,646 13,912,143
18,598,633 13,911,143
(285,558) (183,660
38,312,975 13,728,483
7,807,648 8,698,559
9,807 648 8,698,559
(5,506} (2,154)
5,802,141 8,496,405

The table below provides information on quality of loans granted to customers as of 31 December 2023

Loss from
Loans impairment to
before Loans less total loans
provision Prowision provision before
for for for provision for
impairment impairment impairment impairment
Loans granted to corporate customers
- undue 37,843,886 {11,801) 37,832,085
= past due less than 90 days 145 523 {29,490 112,033
- past due more than 20 days 508, 224 {244, 367 363,857
Total loans granted to corporate
customers 318,598,633 (285,658) 38,312,975 3

Laans granted to retail customers
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= Lt LR LT 5,180 9,760,780
- pasd due (#gs than 90 doys 10,970 ) 10, Ra6
- past due morg than 90 days 20,710 {123} 30,388
Total lnans granted to retall customers ¥.807,648 (5,506) 9,802,142
The table below provides information on quality of loans granted to customers as of 31 December 2022
Loss from
Loans impairment to
before Loans less total loans
provision Provision provision before
far for for provision for

impairment  impairment  impairment impairment

Loans granted to corporabs customers

= uniue 13,647,947 (26,5620 13621, 185

- past due [ess than 90 days 107.0%8 - 107,078

- past due mare than 90 days 157,098 (157,098) -
Total loans granted to corporate
customers 13,912,143 (183,660) 13,728 483 -
Loans granted to retall custamers

- Wndue 8,843, 078 (1,212} 8,641, 164

» past due less than 90 days 47,663 (242} A7 427

- past due more than 90 days 7 820 - 7820
Total loans granted to retall customers 8,698,55% (2,154)  B,6946,405 -

In 2023, the provision for impairment includes formation of provisions for individually measured loans in
the amount of 276,124 thousand tenge (31 December 2022: 171,849 thousand tenge), provision for
collective impairment in the amount of 15,040 thousand tenge (31 December 2022: 13,95 thousand
tenge).

&5 of 31 December 2023, the loan portfolio has included the loans granted to corporate and retail
customers the terms of which have been changed and which would otherwise be past due or impaired
amownt to 835,362 thowsand tenge (31 December 2022: 1,172,333 thousand tenge).

Estimates of expected credit losses

For issued loans, the calculation of expected credit losses takes into account the possible estimated
effect of changes In macroeconomic parameters on forecast cash flows, migration of collective loans and
collateral coverage.

When measuring the level of credit losses, the Bank wses sound forward-looking information, which is
based on assumptions about the future movement of various economic factors and how these factors will
affect each other.

The key inputs wsed to estimate expected credit losses include the following:

. Probability of default (PD} is a key input in measuring the level of credit lesses. The probability
of default s an estimate over a given time horizon the calculation of which includes historical data,
assumptions and expectations of future conditions.

The prebability of default on individual loans of corporate, small and medium-sized businesses is assessed
using an internal rating model based on the guantitative and qualitative characteristics of a borrower.
The probability of default on loans granted that are measured on a collective basis 15 calculated on the
basis of historical data by applying the migration matrices.

. Loss given default (LGD) is an estimate of the loss that will arise in case of default. It is based

on a difference between the cash flows due under the contract and these that a lender would expect to
receive taking Inte account the cash Mows from the collateral.

The LGD for loans granted that are measured on a collective basis is calculated on the basis of an
assessment of the recoverability of liabilities in the event of disposal of a collateral using discount pericds
correspanding to the terms of disposal of collateral.
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. The amount of a credit exposure at risk of default (EAD) f an estimate of risk at a future date
of default taking into account expected changes in risk after the reporting date, including repayments
of principal and interest, as well as expected drawdowns of approved credit funds. The Bank's approach
to modelling this indicator takes into account the expected changes in the cutstanding amount during
the maturity pertod that are permitted by the current contractual terms such as amortization profiles,
prepayments or overpayments, changes in the use of undrawn amounts on credit [labilities, and measures
taken to mitigate risks befare the default. To assess credit exposures at risk of default, the Bank uses
models that reflect the characteristics of the respective partfolios.

The ECL provisions for loans granted in the financial statements have been determined based on the
prevailing economic and political conditions. The Bank canmot predict what changes in conditions will
occur in the Repubdic of Kazakhstan and what effect these chamges will have on the adequacy of
provisions for ECLs of financial assets in future perfods.

Analysis of collateral and other credit enhancements
Logns granted to corporale cusiomers

The ipans granted to corporate customers are subject to individual measurement and impairment testing.
The overall creditworthiness of a corporate customer is usually the most important indicator of the
quality of the loan granted to it. However, the collateral means additional guarantess, and the Bank
usually asks corporate borrowers to provide the same.

The tables below provide information on collateral and other credit enhancements for loans to carporate
customers by type of collateral:

Carrying Fair value of Fair value of

amount af collateral collateral

loans measured at measurad at a Hot measured

granted to the reporting date of loan fair value of
31 December 2023 customers  date issuance collateral

Loans with no Ingividual Indicators of Impairment
Corporate guarantees [provided by
related parties having credit rating of

A= or higher) 28,919,955 - - 18,919,996
Other guarantess (provided by
companies having credit raking aof A or
higher)
Immewvabile property 3,763, 434 3,763 434
Cash and deposits 10,003 20,003
Other collateral 4,570, 648 . 4570648
a7, 274,081 3,783 437 4 570,644 13,919,996

Loans with Individual Indicators of

impairment
Corporate guaranies (provided by
redated party having credit rating of A-
Lo e |
immovable property 585,910 585,910
Ocher collateral 452,984 452 %84
1,038 894 383,910 452,984
Total koans granted to corporate
customers 38,312,975 4,369 347 3,023,632 18,919,994
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Carrying Fair value of Fair value of
amount of collateral collateral
inarns measured at measured at a Hot measurad
granted to the reporting  date of lean falr value of
31 December 2022 customers  date issuance collateral

Leans with no Indlvidual indicators of impairment

Corporate guarantees (provided by

related parties having credit rating of

A- or higher} 4, EZB,6E3 é : 4,528,683
Other guarantees [provided by

comganies hawving credit rating of 4 or

fiigher) . i :
Immavable property 2,737,854 2,717 BEH
Cash and depasits SL,940 22,940 E
Duher collateral 4,250,752 " 4,250,752

11,860,233 1,780, T98 4,250,752 4,B28 683
Loans with individual indicators of
Impairment
Corporate guarantes (provhded by
related party having credit rating of A
o A=) 231,654 . - 231,598
Immavable property 183,572 183,572
Ouher collateral 1,452 980 - 1,452,980 3

1,868,250 183,572 1,452,980 231,698

Tetal loans granted to corporate
custamers 13,728 483 2,564 170 5,703,732 5,060,381

The tables above exclede the cost of overcollateralization.

Because the ability to recover undue and non-impaired loans granted to corporate customers depends
in & greater degree on the creditworthiness of a borrower than on the value of collateral, the Bank does
not always estimate the value of collateral at each reporting date.

For mast loans, the fair value of the collateral was measured at the reporting date, Information about
the value of collateral is presented depending on the date on which it was measured, if such a
measurement is made.

For loans with several types of collateral, information is disclosed by the type of collateral that is the
most significant for collateral measurement.

Logns granted to retall customers

The loans granted to retall customers are mainly collaterized with residential properties. According to
the Bank's policy, the ratio between the loan amount and the value of the collateral on the date of loan
issuance should be limited to 60%.

The tables below provide information on the collateral of loans granted to retail customers:

Fair value of

Fair walue af collateral - for
collaveral - for collateral
Carrying amount collateral measured messured ata  Hot measured
of loans granted at the reporting date of loan fair value of
tO customers date Esuance collateral
11 December 2023
Undue 9,760, TEA %, T, TRA 2
Creerdue 41,354 41,354
Total loans granted to
retail customers 5,802,142 @.802,142 -
31 December 2022
Lindue B, &1, 164 B.a41,164
Creerdue 53,241 55,241
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Total loans granted to
ratail customers B AG& 405 B 696 405

The tables above exclude the cost of overcollateralization,

Analysis of loan portfolio by branches of economy and geographical areas

The loans were granted mainly to customers conducting activities in the Republic of Kazakhstan in the
following sectors of the economy:

31.12.2023 31.12.2022

Loans granted to retail customers 9,802,142 B85 405
Finances 19,133,535 5,050,816
Trade 1,942,538 1,888,756
Warehousing and auxiliary transportation activities o83 6862 76,187
Provision of individual services 795,004 902, 368
Constrwction 615,015 14,963
Other professional, scientific and technical activities 407,582 &80, 186
Lease and hiring 257,891 317,505
Immaovable property 833,792 780,225
Transpart vehicles 305,640 450,975
Advertising activities 175,627 216,610
Speclalized construction works 149, 968 &6, 409
Food stuff production 143,834 212,51
Printing and reproducing recorded materials 1,171 3,005
Other e 1,717,739
Total loans granted to corporate customers 48,115,117 12,414 888

() Concentration of loans granted to customers

16.

As of 11 December 2023, the Bank hat three borrowers whose loan balances exceed 10% of equity (11
Decemnber 2022: one borrower). The total balances on loans of the specified borrower as of 31 December
20213 amount to 28,919,996 thowsand tenge (31 December 2022: 3,420,403 thousand tenge).

FINANCIAL ASSETS AT AMORTIZED COST
31.12.2023 31.12.3022

Held by the Bank
= Treaswry bills of the Ministry of Finance of the Republic of

Mazakhstan 17569375 7. 120,971

- Notes of the Natianal Bank of the Republic of Kazakkstan 70,544,158 11,789, 851
Provision for expected credit losses 5,647} {3,162]
Total financial assets at amortized cost BB, 107 686 20,907,670

The full amount of investments held to maturity is represented by treasury bills of the Ministey of Finance
of the Republic of Kazakhstan and notes of the National Bank of the Republic of Kazakhstan in the tenge
arud having the credit rating of BBE-,

In accordance with the Bank's investment policy and business model, the management has the intent and
ability to hold these securities to maturity. Officially published price quotations for similar debt
securities with identical terms are available an the local stock exchange.

For treasury transactions, the Bank calculates expected credit losses on a financial asset based not only
on the current assessments of the credit quality of a counterparty/issuer at the reporting date, but also
taking into account the possible deterioration of the financial condition due to the influence of
unfavourable macroeconomic factors in the operating erwironment of a counterparty (issuer) in the
future. In particular, the level of provisions for treaswry trarsactions is affected by the rating outlook
(positive, stable, negative) assigned by the international rating agencles, which affects the probability
of default (PO},

The probability of default on treasury transactions Is determined according to the data of Default Study
from the international rating agencies {5&P, Fitch, Moody's), which publish tabular data with the values

LE



¢ T 5

18.

SHIHHAH BAME EAZAHHSTAM J5C
HOTES TO THE FINAMCIAL STATEMEMTS for the year ended 31 December 2023
{thousand Kazakhstan tenge)

of default probabilities, Default probabilities are kept up to date and wpdated from time to time as
default statistics are updated.

The level of loss given default (LGD) for treasury transactions is determined according to the data of the
Default Study from the International rating agencies (3&P, Fitch, Moody's) and depends on the type of
debt on a financial asset: senior secured/unsecured, subordinated, sovereign. LGD can also be adjusted
if the asset is secured, as well as if there are indicators of impairment of a financial asset (Stage 2 or

Stage ).
NON-CURRENT ASSETS HELD FOR SALE

As of 31 December 2023, the carrying amount of non-current assets held for sale amounted 1o 155,69
thousand tenge (31 December 2022: 155,691 thousamd tenge}. According to the assessment of an
independent appraiser, at the end of 2023, the market value of non-current assets held for sale
ameunted to 340,606 thousand tenge (at the end of 2021: 359,881 thousand tenge). Mon-current assets
held for sale are assets that the Bank has accepted as repayment of debts on loans granted Lo customers.
The Bank has developed an implementation plan based on which the disposal of assets is planned within
the next 12 months, Mon-current assets held for sale were recorded at the acquisition cost determined
at the time of the awction.

PROPERTY, PLANT AND EQUIPMENT, INTANGIBLE ASSETS AND RIGHT-OF-USE ASSETS

The Bank leases an office on the basis of a lease contract without the right to early termination. The
term of the lease is 60 months, with the option of extending the lease term. Lease contracts do not
include provisions for contingent lease payment. The carrying amount of right-of-use assets of the Bank
for the yvear ended 31 December 2023 amounted to 177,133 thousand tenge (31 December 2022, 222,177
thousand tenge). Amortization of the right-of-use assets for the year ended 31 December 2023 included
in amortization in the statement of profit or loss and other comprehensive income amounted to 66,690
thowsand tenge (2021: 52,087 thousand tenge}. When calculating liabilities on lease, an assumption was
used at a discount rate of 12.00%.

Future undiscounted lease payments payable under long-term leases by maturity are presented as
Tl lonars:

31.12.2023 31.12.2022

Up to 12 manths 120,481 109,389
15 years 160, 641 255,241
Total 281,122 364,631
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HWOTES TO THE FINANCIAL STATEMENTS for the year ended 31 December 2023
{thousand Kozakhstan tenge)

19. OTHER ASSETS
31.12.2023 31.12.2022

Spot transaction claims 27,132 138,793
Charged penalties and fines 119,352 5,159
Settlement of payments on card accounts TH, 6% 35,371
Other assets 3,250 1,804
Prondision for expected credit losses {159] {1,724]
Taotal other financial assets 540,261 201,306
Fee for software 92,409 :
Prepaid lease 31,305 30,224
Security depasit 26,637 4,117
Qther prepayments B.193 8,511
Deferrals 6,301 6,287
Qther taxes prepaid in budgst 6,134 E
Recevables from employees 1.378 1412
Other assets 21,124 12,711
Provision for expected credit losses (600) (482)
Total other non-Tinanclal assets 194,083 85,378
Taotal other assets 714,144 186,682

20. ACCOUNTS AND DEPOSITS OF BANKS
31.12.2023 31.12,2022

Vostro accounts 34438 79,509
Total accounts and deposits of banks 348,438 79,509

As of 31 December 2023 and 31 December 2022, accordingly, the Bank had no deposits with banks
exceeding 10% of the Bank's equity.

21, CURRENT ACCOUNTS AND DEPOSITS OF CUSTOMERS
31.12.2023 31.12.1021

Current acoounts and deposits on demand

= Retail customers 2,127,277 3,166,004
- Corporale customers 8,787,904 21,741,434
Total current accounts and depasits on demand 10,915,181 14,907 458
Term deposits
- Retail customers 6,417,257 B 320,192
- Corporate custormers 402 703,003 49,400,162
Total term deposits 409,120,254 57,720,354
Total current accounts and deposits of customers 420,035,435 B2 627,812
Blocked amounts

As of 31 December 2023, the deposits of the Bank's customers In the amount of 115,522 thousand tenge
(31 December 2011: &0,617 thousand tenge) serve as collateral for liabilities on loans granted to
customers and off-balance credit instrument provided by the Bank.

Concentration of current accounts and deposits of customers

As of 31 December 2023, the Bank has three customers (31 December 2073 six), whose accounts and
deposits exceed 10% of equity. The total balance as of 31 December 2023 amounted to 386 915 568
thausand tenge (31 December 2022: 61,682,716 thousand terge), o
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22, LOAMS FROM BAMNKS
In December 2022, in accordance with Master Agresment Mo, 1 dated 22.11.2008 made with Shinhan
Bank 15C {Seoul, Republic of Korea), the Bank obtained shart-term loans:

10,000,000 US doltars maturing on 02.02,.2023 at fixed interest rate of 4.35%%; and
20,000,000 US dollars maturing on 27.02.2021 at fixed interest rate of 4.65%.

;:I_,_'l_ih_!ﬂiﬂ 11.12.2022
Balance at the beginning of the year 13,888,271 E
Receipts (14,040,750) 13,833,000
Other changes 152,479 55,171
Total loans from banks . 13,888,271

23. LOANS FROM INTERNATIONAL FINANCIAL ORGAMIZATIONS

31,12.2023 31.12.2021
Loan from EBRD 7,023,267 B,230,5%4
Total loans from Intermational financlial crganizations 7,023,267 8,230,594

In 2016, the Bank entered into 2 loan agreements with the European Bank for Reconstruction and
Cevelopment, which were repaid as of 31.12.20213;

Loan Agreement Mo, 47953 dated 28,06,2016 for the support of small and medium-sized businesses
in the tenge in the amount equivalent te 15,000,000 US dollars, maturing on 253.01.2023; and

Loan Agreement No, 47954 dated 28.06.2016 for the development of '"Women in Business’ project
in the tenge in the amount equivalent to 5,000,000 US dollars, maturing on 25.01.2023.

Each loan agreement provides for two tranches. In accordance with the terms of the loan agreement, it
is possible to receive each tranche in two instalments. The first tranche and the first instalment of the
second tranche were received during 2017 in the tenge, the remaining portion was received in 2013,

In 2020, the Bank signed 2 maore loan agreements with the European Bank for Reconstruction and
Development:

Loan Agreement Mo, 50791 dated 13.02.2020 for the support of small and medium-sized businesses
in the tenge in the amount equivalent to 10,000,000 US dollars, with a maturity of the first tranche
until 29,.09.202%, second tranche - until 29.04.2027; and

Loan Agreement Mo. 50792 dated 13.02. 2020 for the development of ‘Women in Business' project
in the tenge in the amount equivalent to 5,000,000 US dollars, with a maturity date of the first
tranche until 29.09.2025, sscond tranche - until 29,04, 2027,

The first tranche was received in 2020 and the second tranche - in 20272,

In 2021, the Bank signed 1 more loan agreement with the Eurcpean Bank for Reconstruction and
Development:

- Loan Agreement No. 52817 dated 10.12.2021 under the Green Economy Financing Facility (GEFF)
program in the tenge fn the amount equivalent to 5,000,000 US dollars, maturing on 24.06.2027,

The full amount was received during 2022 In the tenge.

Interest on the loan is charged at a floating rate and Is paid on a quarterly basis in accordance with the
terms of the agreement. At the end of the reporting period, the interest rate under the Loan Agreemeants
dated 28.06.2016 was 19.75%, and under the Loan Agreements dated 13.02, 2020 it was 20.75%, and under
the Loan Agreements dated 10.12.2021 it was 22.65%.

The Bank is obliged to comply with certain financial cbligations to comply with the terms of the
fundraising agreements presentq:l above, These obligations include stipulated ratios used for financial
performance. The Bank did not viclate any of these obligations as of 31 December 2023 and 2022,
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Movements of liabilities due to financing activities

The table below shows the changes in liabilities as a result of financial activities, including both changes
due to cash flows and changes not related to cash flows, Liabilities due to financing activities are those
liabilities the cash flows of which have been or will be classified as cash flows from financing activities

in the statement of cash flows.

2023 B 2022
Ralance at the beginning of the year B.230,594 4,797,176
Disposal (1,185, 9BB) (2,1%,758)
H.En,ﬂpt 8 5.531,6‘“}
Other changes {21,339) 47,576
Balance at the end of the year 7,023,267 B, 230,594
* Other changes Include interest expenses and paid interest.
24, OTHER LIABILITIES
31.12.2013 31.12.2022
LiabHities on lease 244,500 2%, 796
Liabilities on sport transactions 329,000 138,634
Payables from suppliers 70,645 84,706
Banking transactions payable 11,520 34,210
Other liabilities 5,307 3,169
Total other financial liabilities 661,376 557,505
Settlement of taxes and other compulsory payments in budget 409,056 125,910
Payables to employees 92637 58,821
Provision for loaves 39,442 36,130
Dther transit accounts 68,834 33,807
Other liabilities 8,737 2,845
Total other non-financial liabilities 618,706 257 514
Total other llabilities 1,280 082 815,019
25. SHARE CAPITAL
{a) Issued and additional paid-up capital

The authorized, issued and outstanding share capital of the Bank consists of 1,002,872 ordinary shares
(2022; 1,002,872 ordinary shares). A par value of all shares amounts to 10,000 tenge.

Holders of ordinary shares are entitled to receive dividends as they are declared, as well as they have
the right to one vote per share at annual and general meetings of shareholders of the Bank.

(b} Earnings per share

31.12.2023 31.12.2022
Met earnings for the year 25,217,705 3,371,345
Quantity of issued ordinary shares 1,002,872 1,002,872
Earnings per share
Basic and diluted earnings per share, tenge 15,145 49 3,381,69

The Bank's ordinary shares are not traded in public market, hawever, the Bark has independently chosen

to disclose information on the net earnings per share calculated in accordance with th
IAS 33 Earnings per Share. with the requirements of
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Provision for revaluation of financial assets at fair value through other comprehensive income
that are available for sale

Provdsion for revaluation of financial assets available for sale includes accumulated net change in fair
value until derecagnition.

Dividend

The Bank's ability to declare and pay dividends Is determined in accordance with the requirements of
the legislation of the Republic of Kazakhstan.

Dividend on ordinary shares s recognized as a distribution of retained earnings for the period for which
It fs accrued. At the time of issue of the financlal statements for 2023, no dividend has been declared
yet (2022; mo dividend has been declared),

RISK MANAGEMENT

Risk management underlies banking activities and is an essentiai element of the operating activities of
the Bank. Market risk, credit risk and liquidity risk are the main risks that the Bank faces in the course
af its activities.

Risk management policies and procedures

The Bank’s risk management policy is aimed at identifying, analysing and managing the risks 1o which the
Bank is exposed, at setting risk limits and related controls, as well as at continucusly assessing the level
of risks and their conformance to the established limits, Risk management policies and procedures are
reviewed on a regular basis to reflect changes in the market environment, banking products and services
offered, and emerging best practices.

The Board of Directors of the Bank is responsible for the proper functioning of the risk management
control system, for managing key risks and appraving risk management policies and procedures, as well
85 for approving major transactions.

The sanagement Board of the Bank is responsible for monitoring and implementing risk mitigation
rmeasures, as well as ensuring that the Bank conducts activities within established risk limits. The
Management Board of the Bank is responsible for overall risk management and control of compliance
with the reguirements of the cwrrent legislation, as well as oversesing the application of general
principles and methods for identifying, assessing, managing and reporting both financial and non-
fimancial risks,

Credit and market risks and liguidity risk are managed and controlled by the Credit Committee and the
Committee for Assets and Liabilities Management (CALM) bath at the level of the portfalio as a whole
and ai the level of individual transactions,

Both external and internal risk factors are identified and managed within the organization. Particular
attention is paid to identifying the entire list of risk factors and determining the level of sufficiency of
current risk minimization procedures.

In additim'_n to the standard analysis of credit and market risks, the Management Board of the Bank
maonitors financial and non-financial risks by holding regular meetings with operating units in order to
obtain an expert opinion on individual management Boards.

Market risk

Market risk is the risk of changes in the fair value or future cash flows of a financial instrument due to
ch_ange_s in market prices. _Harhet risk censists of foreign exchange risk, interest rate risk, as well as other
price risks, Market risk arises from open positions in Interest, currency and equity financial instruments

Lh:li;tanl'f affected by general and specific market movements and changes in the level of market price
VO ¥,

The objective of market risk management is ta manage and control thal exposure to market risk does
not go beyond acceptable parameters, while ensuring the optimization of the return received for the
risk taken. The CALM headed by the Chairman is responsible for managing market and liguidity risks. The

CALM approves mark : L g .
Dlﬂsi;pr s market and liquidity risk limits based on recommendations from the Risk Management

ig
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The Bank manages market risk by satting limits on the open pasition in relation to the amoust of the
particlio for individual financial instruments, the timing of changes In interest rates, currency position,
loss limits and regular monitoring of their compliance with the results to be reviewed and approved by
the Management Board,

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will change
due to changes in market interest rates, The Bank is exposed to the effects of fluctuations in the
prevailing market interest rates on its financial position and cash flows. Such fluctuations may Increase
the level of interest margin, but may also reduce it, or, in the event of an unexpected change in interest
rates, lead to losses.

Interest rate risk is primarily managed by monitoring changes in interest rates.
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SHIMHAN BAME KATAKHSTAN J5C
HOTES TO THE FINANCIAL STATEMENTS for the year ended 31 December 2023
{thousand Kazakhsian lenge)

Average effective interest rates

The following table presents average effective interest rates for interest-bearing assets and liabiliti=s as
of 31 December 2023 and 2022:

2023 2022
Average effective Average effective
interest rate, % interest rate, %

Tenge US dollar Tenge U5 dollar

Interest-bearing assets

Cash and cash equivalents 15.68 2.58 15.54 334

dccounts and deposits with banks 14.09 .

Financial assets at fair value through other comprehensive . ' 3.42

moxme

Loans granted to customers 18.55 6.5 16.25 417

Financtal assets at amortized cost 14.64 ' 12.54 .

Interest-bearing Habilities

Current accounts and deposits of banks H 2
- Term deposits 10.96 0.50 10.97 0.56

Loans from international financial organizations 12.88 1.3

Loans from Bafiks § E - 4.55

Analysis of sensitivity to changes in interest rates

Interest rate risk management based on interest rate review timing 75 complemented by sensitivity
manitaring of financial assets and liabilities, The analysis of sensitivity of net income or Loss and equity
of the Bank [less taxes) to chamges in interest rates (interest rate review risk] based on a simplified
scenario of a parallel shift of yield curves by 100 basis points towards increasing or decreasing interest
rates and renegotiated positions on interest-bearing assets and liabilities effective as of 31 December
2023 and 1022 can be presented as follows:

2023 022
Profit or loss Equity Profit or loss Equity

100 basgis point parallel shift toward

decreasing rates (104,598} . (75, 5848) (2.615)
100 basis point parallel shift toward
increasing rmbes 104, 558 . 73,588 (3,277}

The aznalyiis of sensitivity of profit or loss and equity to changes In fair value of financial assets at fair
value through other comprehensive income/avallable for sale due to changes in interest rates {based on
positions effective as of 31 Decemnber 2023 and 2022 and a simplified scenario of a 100 basis point parallel
shift of yield curves toward increasing or decreasing interest rates) can be presented as follows:

2023 1022

Profitor loss _ _ Eguity  Profitorloss Equity

100 basis point parallel shift toward

Gecreasing rates . 3 * 2,615
100 basks point parallel shift toward
increasing rates - ‘ = 13,277

Foreign exchange risk
The Bank has assets and llabilities denominated in several foreign currencies,

Forelgn exchange risk is the risk of a change in the fair value or future cash flows of a financial Instrument
due to changes in the currency exchange rates. Despite the fact that the Bank hedges its exposure to

forelgn exchange risk, such transactions do not match the definition of a hedging relationsh
accordance with the IFRSs, ging redationship In

The structure of financial assets and liabilities in terms of currency as of 31 Dec
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{thousand Kazakhstan tenge)
Russian

Tenge L% dollar Eurg rouble Other Total
ASSETS
Cash and cash eguivalents 117, 712,780 18,031,169 205,664 30, 3E1 151 335,979,749
dccounts and deposits with
banks 184,510 . - - 184,910
Loans granted to customers 47,948,080 167,057 5 5 48,115,117
Financial assets at
amortized cost BB, 107,585 . . . . 88,107 486
Other financial assets 205,410 125,895 . .+ BS5& 540,261
Total assets #54, 156,346 18,524,121 205,666 10,387 9,209 471 %27,713
LIABILITIES
Accounts and deposits of
banks 23,159 323,529 1,750 ' . 148,438
Current accounts and
depasits of Customens 401, 409,692 18,393,602 203,057 29,084 - 420,035,435
Loans from international
financial organizations 7,023,247 - . - - 7,023,267
Quher financial liebilities 611,177 50,114 -] - - B61,374
Total liabilities 409,067,295 18,767,247 204,850 29,084 428 068,516
Het position 45,091,051 {I43,176) 776 1,297 9,109 44 B59,207

The structure of financial assets and liabilities in terms of currency as of 31 December 2072 can be

represented as follows:

ASSETS

Cash and cash eguivalents
Accounts and deposits with
banks

Financial assets at FYTOC!
Loans granted to customers
Financial assets at
amartized cost

Other financial assets

Total assets

LIABILITIES

Accounts and deposits of
banks

Current accounts and
depasits of customers
Loans from international
financial organizations
Loans from bamks

Dther financial liahilities

Taotal liabilitles
Het pasition

Russian

Tenge U5 dollar Euro rouble Other Total
35,896,621 44,317,367 217,559 11,998 261 80,453,606
54,908 87,904 - - 182,812
ﬁﬂplﬁg " ’ m|1“
22,014,114 410,774 - . 12,424, BB8
20,907 670 . . . 20,907 670
54,645 144, 661 - 2 201,306
79,938,227 44,962,706 227,559 11,998 261 125,140,751
41,663 33,713 4,133 T8, 509
51,306,289 31,059,071 250,028 12,424 82,627,812
8,130,594 - - - : 8,230,594
= 13,888,171 - - 13,886,271
491,762 ﬁS-J&ﬁ'I a2 . * 237,305
60,070,308 45,046,726 254,213 12,434 105,383,691
19, 867,91% (84,020} (26,674) (424} 241 19,757,060

The impact on pre-tax profit and equity based on the value of financial assets is calculated using

exchange rate volatility analysis. As of 11 December 2023 and 11

December

1022, according to the

management of the Bank, the possible mavement of the currency rate fs 15%.

A depreciation of the tenge as shown be
2022 would increase {decrease)
information is presented less tax

low against the currencies shown as of 31 December 2023 and
equf!::.-' and profit or loss by the amounts shawn belaw. This analytical
and is based on fluctuations in currency exchange rates, which the Bank
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considered as reasonably possible at the end of the reporting period, The analysis was carried out on the
assumption that all other variables, in particular interest rates, remain unchanged.

2021 2023F
Profit or loss Equity Profit or loss Equity
15% increase in U5 dollar/tenge rate {29,175) (29,175} {10,082 {10,082)
15% incresse in Euro/tenge rate k| 3 (3,201} {3,201]
15% increase in Russian rouble/tenge rate 156 156 (531} (511

Credit risk

Credit risk {3 the risk of financlal loss arising from a default on obligations by a borrower or counterparty
of the Bank. The Bank manages credit risk (on recognized financial assets and unrecognized contractual
liabilities) through the application of approved policies and procedures, including requirements for
tetting and keeping the credit risk concentration limits, as well as through the establishment of a Credit
Committee, whose functions include active monitoring of credit risk. The credit policy is reviewed and
approved by the Board of Directors,

The credit pelicy establishes:

» procedures for consideration and approval of credit applications;

= methods for assessing the creditworthiness of borrowers (corporate customers and individuals);
&  methods for assessing the creditworthiness of counterparties;

* methods for assessing the proposed collateral;

s requirements for credit documentation; and

* procedures for ongoing monitoring of loans and other products bearing credit risk,

Loan applications from corporate customers are drafted by the respective to customer account managers
and then passed for consideration by the Lending Division, which is responsible for the portfolio of loans
granted to legal entities. The reports of analysts of this Division are based on a structural analysis of the
business and financial position of a borrower, Applications and reports are then independently reviewed
by the Risk Mansgement Division, which issues the second opinion; at the same time, the proper
satisfaction of the requirements of the credit policy is checked, The Credit Committes approves loan
applications based on documents provided by the Lending Division, Integrated Security Department,
Collateral Valuation Department, Legal and Risk Management Divisions.

The Bank constantly monitors the status of individual loans and reassesses the solvency of its borrowers
ofl a regular basis. Reassessment procedures are based on an analysis of the borrowers financial
statements at the latest reporting date or other information provided by the borrower itself or otherwise
obtained by the Bank. At the same time, the decision to grant each loan is made by the Credit Committes
after all the necessary procedures have been completed, which in turn allows controlling the entire
credit process with a small number of incoming applications.

In addition to analysing individual borrowers, the Risk Management Division assesses the loan partfolio
as a whole in terms of concentration of loans and market risks,

The maximum level of credit risk is generally reflected in the carrying amount of financial asssts in the
statement of financial pesition and in the amount of unrecognized contractual liabilities. The ability to
offset assets and liabilities is not essential to minimize potential credit risk.

Qrganizations in the banking sector are generally exposed to credit risk arising from financial assets and
contingent Habilitles, The Bank's credit risk is concentrated in the Republic of Kazakhstan, The degree
aof f{edit risk is subject to constant monitoring In order to ensure compliance with credit limits and
creditworthiness In accordance with the risk management policy approved by the Bank.

The maximum level of exposure to credit risk in relation to financial assets at the r
rting dat
presented as follows: eparting date can be
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31,12.2023 312022
ASSETS
Cash and cash equivalents 335,979,749 B0,453,806
Accounts and deposits with barnks 184,910 182,812
Financial assets at faér value through other comprehensive income - 970,269
Loans granted Lo customers 48,115,117 11,414 BER
Financial assets at amortized cost BB, 107, .6B& 20,907,670
Cther financial assets 40,261 201,306
Total maximum exposure ta credit risk AT2.927,T23 125,140,751

Stage 1 Stage 2 Stage 3
Onagroup Onagroup  Onagroup Stage 3
11 December 2023 basis _basis basis Individually Total
Cash and cash egulvalents 335,979,740 - - - 1315 979, T46
Accoumts and deposits with
banks 184,910 : - . 184,510
Loans granted to customers 45,119,387 1,094,636 107,769 1,793,325 48,113,117
Financial assets at
amostized cost 88,107 686 = = = BB, 107,685
Other financial assets 240,261 = - : 240,261
Total assets 469,931,993 1,094,636 107,769 1,793,315 472,927,713
Stage 1 Stage 2 Stage 3
On a group On a group On a group Stage 3

31 December 2022 basis basis basis Imdividually Total
Cash and cash equivalents 80,453,B06 . . B0, 453,804
Accounts and deposits with
banks 182,612 - 162,812
Financial assets at FYTOC) 970,269 . . . 970,269
Loans granted o customers 19,241,000 918,341 115,106 1,140,270 11,414 883
Financial assets at
amortized cost 20,907 670 - 20,907 470
Other financial assets 201,306 - - - 201,306
Total assets 121,956,933 928,342 115,206 2,140,270 125,140,751

An analysis of collateral on loans granted to customers and the concentration of credit risk on loans to
customers is presented in Mote 15,

As of 31 December 2013, the Bank has no debtors (31 December 2022: none| whose exposure to credit
risk exceeds 10% of the maximum exposure to credit risk.

Significant Incregse (n credit risk

The Bank monitors all of the financial assets that qualify for impairment requirements for significant
increases in credit risk since initiel recognition. If a significant increase in credit risk is detected, the
Bark calculates the amount of an allowance based on the amount of credit losses expected during the
entire loan téerm and not fust the next 12 months.

The Bank uses estimates of credit risk as the main input in determining the timing structure of the
probability of default for exposures. The Bank collects performance and default information an credit
exposures analysed by furisdiction or reglon, as well as by product type and berrower, as well as by credit

risk rﬁiiﬁcat!m. The information used is internal and external depending on the portfolia being
assessed.
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The Bank uses various criteria to determing whether the credit risk per portfolio of assets has increased
significantly. Both quantitative and qualitative changes in the probability of default are used as criteria.

For loans granted that are measured collectively, a significant increase in credit risk is determined based
gn the increase in the probability of default over the entire loan term after initial recognition, using
certain thresholds for segmented homogeneous portfolios and for loans overdue more than 30 days after
initial recognition. For loans that are measured on an individual basis, additionally in case of a decrease
in the external / internal credit rating by 1 {two) levels (presence of restructuring in case of deterioration
of the financial condition for classification in Stage 1), the expert opinions of the Bank's specialists are
based on changes in qualitative and guantitative indicators of a borrower, significant deterioration in
collateral and other objective evidence of significant financial difficulties since initial recognition.

The third stage s determined for loans measured on a collective basis with an overdue debt period
pxceeding 60-90 days, for loans measured on an individual basis with an overdue over &0 days,
restriscturing associated with a deterioration in the financial condition, deterforation of the intermal
credit rating and expert opinion of the Bank's specialists.

The Bank's management believes that certain financial instruments with low credit risk did not have a
significant increase in credit risk at the reporting date by applying this policy to financial instruments
issued only to sovereign and financial institutions. A financial Instrument is assumed o have & low credit
risk when the extermnal credit rating is equivalent to the definition of an “investment grade’ by the
intermational rating agencies,

The Bank has implemented monitoring procedures to ensure that the criteria used to determine a
significant increase in credit are effective, meaning that a significant increase in eredit risk is identified

price to a risk default or when an asset becomes 30 days past due,
Provision af forward-looking information

The Bank uses forward:-looking nformation, which is available without undue cost or effort, when
estimating significant increase in credit risk, as well as when estimating expected credit losses,

The inclusion of forward-looking elements reflects the Bank's expectations. The Bank considers scenarios
the number of which depends on the assessment of the Llikelibood of implementation, the significance of
this scenario, changing circumstances and the macroeconamic environment,

The purpase of using scenartos is o model the non-linear impact of macroeconomic factors an expectied
credit losses.

The Bank identified and documented the key indicators affecting portfolios of financial instruments and,
using statistical analysis of historical data, assessed the reflationship between macroeconomic variables
and credit risk and credit loss,

Liquidity risk

Liquidity risk is the risk that the Bark may encounter difficulty in raising cash to settle its liabilities,
Liguidity risk arises when maturities of assets and labilities do not match. The matching and/or
controlled mismatching of the maturities and interest rates of assets and liabilities is fundamental to
liguidity risk management. Due to the variety of transactions settled and related uncertainty, the full
matching of the maturities of assets and liabllities is not a comman practice for financial institutions,
which makes it possible to increase the return on transactions, while increasing the risk of losses,

The Bank maintains the necessary level of liquidity in order to ensure the constant availability of cash
necessary to settle all liabilities as they fall due. The liquidity management policy s reviewed and
approved by the Board of Directors. The Bank strives to actively maintain a diversified and stable
structure of funding sources consisting of long-term loans from intemnational financial organizations,
short-term loans from other banks, deposits of major corporate customers and individuals, as well as a
diversified portfolio of highly liquid assets to enable the Bank to respond quickly without sudden
fluctuations to unforeseen liguidity requirements.

The section of the corporate risk management licy, which relate li
consists of: paticy, which relates to liquidity risk management,

N forecasting the cash flows in the context of the main currencles and i i
the calculation associat
with these cash flows of the required level of liquid assets: e
" maintaining a diversified structure of funding sources:
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w management of the concentration and structure of borrowed funds;

" development of plans to raise funds using borrowed funds;

. maintaining & portfolio of highly liguid assets that can be freely sold as a protective measure in
case of cash liquidity gap;

* developing reserve plans to maintain liquidity and set level of financing; and

* exercising control over the conformance of ligukdity indicators to the legally established standards.

The Treasury recelves information from the divisions on the liquidity structure of their financial assets

and liabilities and on forecasting the cash flows expected from the planned future business.

The Treasury then forms an appropriate portfolic of current liguid assets consisting primarily of short-
term liguid securities held for trade, deposits placed with banks, and other interbank products, in order
to provide the necessary level of Liquidity for the Bank as a whale,

The Treasury monitors the liquidity position on a daily basis and carrfes out ‘stress tests” on a regular
basis taking into account a variety of possibie market scenarios under both normal and adverse
conditions. Under normal market conditions, liguidity reports are provided to the top management on a
weekly basis. Decisions on liguidity management policy are made by the CALM and executed by the
Treasury.

The following tables show the undiscounted cash flows for financial assets, financial liabilities and
contingent credit liabilities at the earllest contractual maturity date. The total receipts and disposals of
cash flows shown in these tables are the contractual wundiscounted cash flows of financial assets,
liabilities or contingent credit Liabilities. For issued Mnancial guarantes contracts, the maximon amaount
of guarantees relates to the earliest period in which the guarantee can be used.
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28.
{a)

(b)

{c)

(d)

SHINHAN BANK KAZAKHSTAN J5C
HOTES TO THE FINARCIAL STATEMENTS for the year ended 31 December 2013
{thousamd Hazakhstan tenge)

CAPITAL MANAGEMENT
The RK MB sets and monitors compliance with the Bank's capital requirements.

The Bank attributes to equity the items that are defined in accordance with the legislation as items
constituting the capital of credit organizations. As of 31 December 2023, the minimum level of Tier 1
capital to the value of rsk-weighted assets, contingent labilities, operating and market risks is 0,075
(31 December 2022: 0.075), and the minimum level of total capital to the total of risk-weighted assets,
contingent Labilities, operating and market risks 15 0.10 {31 December 2022; 0.10].

&5 of 31 December 2023 and 31 December 2022, the Bank met all regulatory capital requirements, with
Tier 1 capital to risk-weighted assets, contingent liabilities, operating and markef risks being 0,980 as
of 31 December 2023 {31 December 2022: 0.893), and the level of total capital to risk-weighted assets,
contingent liabilities, operating and market risks belng 0.980 (31 December 2022: 0,893),

CONTINGENT CREDIT LIABILITIES

Contingent credit liabilities

The Bank issues bank guarantees and ocpens letters of credit in order to ensure the fulfilment of the
obligations of its customers to third parties. These agreements Mix Lability imits and, as a rule, are valid

for up Lo five years,

The Bank applies the same risk management policies and procedures in issuing financial guarantees,
contingent credit liabilities and letters of credit as it does in granting loans to customers.

As of 31 December 2023, the Bank had outstanding contractual contingent Liabilities in respect of the
provision of credit facllities in the amount of 7,860,511 thousand tenge (31 December 2021: 3,545,148
thousand tenge) and issued guarantees and [etters of credit in the amount of 93,699 thousand tenge (31
December 2022: 30,263 thousand tenge),

Fending litigations

The management is not aware of any material actual or pending litigations, as well as potential claims
that may be brought against the Bank.

Insurance

The market of insurance services in the Republic of Kazakhstan is at the stage of development, therefore,
mary forms of insurance coverage used In other countries are not yet available in the Republic of
Kazakhstan, The Bank did not maintain full insurance of buildings and equipment, suspension of business
or in refation to the Wability of third parties for property or environmental damage caused as a result of
the use of the Bank's property.

The Bank concluded the agreement of comprehensive insurance of banking risks against electronic and
computer crimes. The insurer is Nomad Insurance IC J5C, The agreement is valid for 12 months from the
date of signing.

Until the Bank adequately insures its activities, there is a risk that losses incurred and or loss of certain
assets may have a material adverse effect on the activities and financial position of the Bank.

Tax |fabilities

The tax system of Kazakhstan is relatively new and it is characterized by frequent changes in legislation,
official clarifications and court decisions that are often unclear and contradictory, which allows for their
?rrmiiums interpretation by various tax authorities, including opinions regarding the treatment of
income, expenses and other items of the financial statements in accordance with IFRSs., Checks and
I:jvemgmms regarding the correctness of tax assessment are carried out by regulatory authorities of
different levels, which have the right to impose large penalties and charge interest. The correctness of

tax assessment in the reparting pertod can be verified within the next five calendar vears, h
, however,
under certain circumstances, this period may be extended. ?

These circumstances may lead to the fact that tax risks in Kazakhstan will be
. much higher than in other
countries. Management believes that tax liabilities have been fully reflected in these financial

statements based om management's Interpretation of applicable tax laws, official comments on
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regulatory documents and deciskons of judicial authorities. However, given the fact that interpretations
of tax laws by various regulatory authorities may differ from opinion of the Bank's management, if
enforcement action is taken by the regulatory authorities, the impact on the Bank's financial statements
could be material,

RELATED PARTY TRANSACTIONS

Controlling relations

The Bank's parent company 15 Shinhan Bank J5C (Seoul, Republic of Korea), The parent company of the
Bank prepares the financial statements available to extermal users.,

The Bank's ultimate parent company is Shinhan Financial Group Co. Ltd, which s authorized to direct at
its own discretion and in its own interests the activities of the Bank,

Transactions with members of the Board of Directors and the Management Board

The total remuneration included in *Personnel Expenses’ for the years ended 31 December 2023 and 2022
can be presented as follows:

2023 2022

Board of Directors 11,865 7 Bod
Management Board 2 607 371,156
334,472 119,010

As of 31 December 2023 and 2022, account balances and average Interest rates on transactions with
members of the Board of Directors and Management Board amounted to:

Statement of financial Average interest hverage interest
position 2023 rate, % 20232 rate, %
Other assets 1,278 - 1,442 -
Current accounts and deposits (43.116) 0.93 {58,915} 1.26
Dther Liakilities [51,224) . [41,493) -

The amounts included in profit or loss on transactions with members of the Board of Directors and the
Management Board for the year ended 311 December may be presented as follows:

Staterment of profit or loss and other comprehensive income 2023 2022
Foreign exchange gaing /(losses) 8138 1,014
Fee income/ [expenses) 133 n
Interest expenses 603 76
Other general and administrative expenses 7,414 639

Transactions with other related parties

As ol 31 December 2023 and 2022, account balances and the corresponding average Interest rates, as

well as the corresponding profit or loss on transactions with other related parties for the year then
endead, amounted to:

Farent bank Other related parties
Average Average
Statement of financial position 2023 interest rate, % 1023 interest rate, %
ASSETS
Cash and cash equivalents
- Eurn +
- 16,273
- other currency - ' 253
Loans granted to customers
- 1Bfge " = 12,398,019 16.91
LIABILITIES
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Apcownts and deposits of banks

= benge 13,159 - s :
- US dollar 323,529 . g {
- Eurg 1,750 . = "
Current accounts and deposits of
CUSTOMEers
- tenge . . 536,147 5.93
- U5 dollar - . 509 oa
Qeher liabilities
- tenge 4 496 - 119 .
= LIS dallar 30,304 S H i

Iterns not recognized in the statement of
financial position

Received guarantees”
= tenge 3,400,000 = 1,500,000 =
- US dollar 5,409,264 - 2,500,080 -
Credit facilities . - 30,000,000 -
Parent bank Other related parties
Statement of profit or loss and other Average Average
comprehensive incoma 2023 interest rate % 2023  interest rate,’
Income from foreign currency
transactions 467 . 5,999 .
Interest income - . BSE, 800 -
Interest expenses - - 175,749 a
Fee income 3,317 . B.673 .
Fee expenses 32,583 - 131,566 -
Other general and administrative
BXpEnses 88,105 - - -

*ag of 19 December 1023, puarantess received include guarantees in the tenge and the US dollars provided by the
parent bank and for loans granted to corporate clients. The guarantees are interest-free, the expiration date of the
guarantees s 25 Agril 2034, 17 June 2024, 5 Dctober 2026, and 10 December 2026, Guaraniees recelved fram other
related parties include the guarantees in the tenge provided by a company belonging to Shinhan Financial Group Co,
Lid, and for [oans granted to its subsidisry in Kazakhstan, The guarantess are interest-free and the guarantees expire
an 23 August 2024 and 22 March 204,

Parent bank Other related parties
Average Average

Statement of financial position 2022  interest rate, % 1022  imberest rate %
ASSETS
Cash and cash eguivalents

= Eurp . - 111,537 .

= other currency . . 261 -
Loans granted to customers

- tenge . o 1,476,161 14,96
LIABILITIES
Accounts and depasits of banks

« tenge 41,663

- L5 dollar 31,73 - - a

- Euro 4,111 . .
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Current accounts and deposits of

CuUsLmers
* tenge . . 445,523 3.9
- LS dollar . . 26.578 0.5

Loans from banks
= LS doliar 13,BBE.2M1 4.55 .

Dther linbilities
= LEngE 25,260 . 112 .
- LIS doliar 50,479 . = "

items not recognized in the statement of
financial position

Received guarantees” 3,816,385 - 1,500,000

Crediy facllities - - 100,000,000 .
Parent bank Cther related parties

Statement of profit or loss and other Average Average

comprehensive income 2022  interest rate,% 2022  interest rate,%

Income from foreign currency

transactions 7,208 - Z,8%0
Interest income - . 182,592
Interest expenses 8,671 % 27,870
Fee incame 3,960 . 3,B6%
Fée expentes 195,451 - 5,4E5
Other general and administrative

EXpENTES 78,584 - -

** Guarantee recelved from cther related parties includes the guarantees in the tenge issued by a company from Lhe
group of Shinhan Financial Group Co. Ltd, for loans granted ta fis subsidiary in Kazakhstan. Guarantees are interest-
frae, guarantees expire on 23 August 2024 and 12 March 2024,
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The falr value measurement aims to determine the price that would be received from sale of an azset or
paid to transfer liabilities in an organized market transaction between the market players at the
measurement date, However, given the uncertainty and the use of subjective judgment, fair valus shouid
not be interpreted as realizable as part of an immediate sale of assets or a transfer of liabilities.

The fair value of financlal assets and financial labilities traded in active market is based on market
guotations or dealer prices. The Bank determines the Tair value of all other financial instruments of the
Bank wsing the other valuation methods,

The waluation methods include models for estimating net present value and discountimg cash flows,
cormparing them with similar instruments for which market quotations are known. Judgments and data
used for estimating include risk-free and underlying interest rates, credit spreads and other adjustmenks
used to estimate discount rates, share and bond quotations, foreign exchange rates, stock indices, as
well as expected price fluctuations and their comparison. The valuation methods are aimed at
determining the fair value, which reflects the value of a financial instrument at the reporting date, which
wiould be determined by independent market players.

The management used an assumption at a discount rate of 19.47% and 21.93% (2032 17.80% and 18.81%)

to discount future cash flows from measurement of the fair value of terge loans granted to corporate
customers and Lloans granted to retail customers, respectively, and 6.80% (2022: 5.20%) to discount future
cash flows from measurement of the fair value of U5 dollar loans granted to corporate customers.

Falr value hierarchy

The Bank measures fair value using the following fair value hierarchy taking Into account the materiality
of the data used in making these measurements.

. Level 1: active market quotations [unadjusted] for identical financial instruments.

. Level ¥: Data, other than Level 1 guotations, available either directly [i.e. guotations) ar
indirectly (i.e. data derived from quotations). This category includes instruments measured using: market
quotations in active markets for identical instruments, market quotations for identical instruments in
markets not considered to be active, or other valuation methods, all of whose data are directly or
indirectly based on observable inputs.

# Level 3: data that is not avatlable. This categary includes instruments measured using information
not based on observable imputs, where such unobservable inputs have a significant impact on
measurement of an instrument. This category includes instruments measured based on quotations for
identical instruments and require the use of significant unobservable adjustments or judgments to reflect
a difference between the Instruments,

The Bank has a control system in relation ta the fair value measurement. This system includes the Risk
Management Department, which is independent from the management of the frent office and reports to
the Chief Financial Officer, and which is responsible for the independent verification of the trading and

investment performance, as well as all material fair value measurements. Special control mechanisms
imclude;

« verification of chservable quotations;
# recalculation according to valuation models;

= process of verification and approval of new models and changes to models with the partici pation
of the Risk Management Department;

* qguarterly validation and back-testing of the model against observable market transactions:
= analysis and stidy of significant daily changes in estimates: and

+ review by the Management Board of significant unobservable data, valuation adjustments and
significant changes in the measurement of fair value of the instruments attributable to Level 3 as
apposed to the previocus manth,

When using third party Infarmation, including information about prices and market quotations of brokers
Yo measure a fair value, the Credit Products Control Department evaluates and documerits cn::nflrmﬂl_!innsl.

received from third parties in order to confirm the conclusion that
requirements of IFRSs, including; such measurements meet the

58



SHINHAM BAHE KATAKHSTAM J5C
MOTES TO THE FINANCIAL STATEMENTS for the year ended 31 December 2023
{thousand Kazakhstan tenge)

» confirmation that information about prices or market quotations of brokers is approved by the
Bank lor use in pricing the financial instruments;

« an understanding of how a fair value is measured to the extent that it represents actual market
transactions;

+ cases where guotations for identical instruments are used to measure a fair value, determining
how those guatations have been adjusted to reflect the characteristics of the instrument being
measured; and

» cases of using 2 number of quotations for identical financial instruments, determining how a fair
value is measured using these guotations.

significant {ssues related to the measurement are brought to the attention of the Management Board,

The table bedow provides an analysis of financial instruments reported at fair value as of 31 December
2023 and 2022, by levels of the fair value hierarchy. The amounts are based on the amounts shown in

the statement of financial position.

Level 2
311.12.2023 31.12.2022
Financial assets at falr value through ather
comprehensive income
- debt securities 970,269

The tables below provide an analysis of the fair value of financial instruments not measured at fair value
a5 of 31 December 2023 and 2022, by levels of the fair value hierarchy:

2023 Level 2 Level 3 Fair value  Carrying amount
Financial assets
Accounts and deposits with banks 184,810 184,810 184,910
Loans granted bo customers 45,144,534 45,144,534 48,115,117
Financial assets st amortized cost 87,541,363 BT, 541,263 BB, 107,485
Other financial assets 540, 261 540, 161 540, 261
133,411,068 - 133,411,068 136,947,974
Financial liabilities
Accounts and depasits of banks 348, 438 - 343,438 148,438
Current accounts and deposits of
customers 420,035,435 420,035,435 420,035,435
Loans from International financial
organizations 7,023,287 7,023,267 7,023,267
Other financial liabitities 661,378 B61,3T4 B&1,376
428,068,516 428,068,516 428,068,516
FLIFR Level 2 Lewal 3 Fair value Carrying amount
Financial assets e
Accounts and deposits with banks 182,812 182,812 182,812
Loans granted to customers 24,530,850 24,630,850 12,414 888
Financial assets at amortized cast 19,586,543 19,986,943 20,907 670
Other financial assets 2,308 207,304 201,308
45,001 911 45,001,911 43,716,676
Financial liabilities
Accowsits and depasits of banks 79, 505 79,509 79,509
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20212 Level 2 Level 3 Fair value Carrying amount

Current accounis and deposits of

CUSTOMmErs 82,627 8112 . 82,627,812 81,627 812

Loans from international financial

organizations B,230,5%4 . 8,230,594 B,230,5%4

Loans from banks 13,888,271 . 13,888,271 13,888,171

her financial labilities 557,505 - 557,505 557,505
105,383,691 - 105,383,691 105,383,691

Level 1; Cash and cash equivalents as of 39.12.2023: 335979 749 thousand tenge (31.12.2022:
80,453, B06 thousand tenge).

EVENTS AFTER THE BALANCE SHEET DATE

Linder the loan agreement signed with the EBRD at the end of 2023 under the YiB program in the amount
of B million US dollars, in March 2024, the Bank attracted 1 tranche in the amount of 4 millien US dollars.

There are no other events at the Bank that occurred prior to the date of approval of the financial
statements that would require adjustment or disclosure in the notes to the financial statements.
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