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AZIA AYTO JSC

OF THE MANAGEMENT'S R.ESPONSIAILITY FOR PRIPAMTION AAD
AL OF THE FINANCIAL STATI]MtrNTS FOR THE YEAR ENDED 31.12.20T0

The statement below, which should be read in conjunction with the independent auditor's
responsibilities stated in the independent auditor's report on pages 3-4 is made with a view to
distinguish the respective responsibilities of the independent auditors and the management in
relation to the financial statements ofAZIA AVTO JSC (hereinafter "the Company").

The management of the Company is responsible for the prepaxation of the financial
statements that present fairly in all material aspects the financial position ofthe Company as at 31
December 2010 and its financial perfomance, cash flows and changes in equity for the year then
ended in accordance with Intemational Financial Reporting Standards (hereinafter "IFRS").

ln prcparing the financial statemerts the management is responsible for:

. selecting appropriate accountirg p nciples and applying them consistently;
r making judgments and estimates that are reasonable and prudent;
. complyirg with IFRS or disclosing ofall mate al depatures from IFRS in the Notes to

the financial statements; and
o preparing the financial statements based on the assumption that the Company will

contiDue as a going concern in foreseeable future unless it is inappropriate to presume
that such assumption is reasonable.

The management is responsible forl

. designing, implementing and maintaining the intemal control system needed for
preparation ofthe financial statemelts throughout the Company;

o maintaining proper accounting records that disclose, with reasonable accuacy at any
time, the financial position of the Company, and which enable them to ensure that the
financial statements of the Company comply with IFRS;

. maintaining statutory accounting records in compliance with legislation and accounting
standards of the Republic of Kazakhstan;

. taking such steps as are reasonably available to them to safeguard the assets of the
Companl: and

. detecting and preventing flaud alld other irregularities.

The accompanying finarcial statements for the year ended 3l December 2010 were approved for
issue on 31 March 2011 by the management ofthe Company.

President
AZIA AVTO JSC

ChiefAccountant
AZIA AVTO JSC

E.O. Mandiyev

G.V.Mokina
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INDEPENDENT AUDITOR'S REPORT

Shareholders of AZIA AVTO JSC

We have audited the accompanying financiaL statements of AZIA AWO JSC
(hereinafter "the Company"), whjch comprise the statement of financiat position as
at 31 December 2010 and the statement of comprehensive income, statement of
changes in equity and statement of cash ftows for the year then ended, and a
summary of signifjcant accounting poucies and other notes to the financiat
statements.

Management's responsibility for the financial statements

The Company Management is responsibte for the preparation and fair presentation of
these financiaI statements in accordance with InternationaI FinanciaI Reporting
Standards, and for such internal control as the Management determines is necessary
to enabte the DreDaration of financiaL statements that are free from materiaI
misstatement, whether due to fraud or error,

Audi to r's r es ponsi bi tity

our responsibiLity is to express an opinion on these financial statements based on our
audit. We conducted our audit in accordance with lnternationat Standards on
Auditing. Those standards requjre that we compty with ethicaI requirements and ptan
and perform the audit to obtain reasonabte assurance about whether the financial
statements are free from materiat misstatement.
An audit invotves performing procedures to obtain audit evidence about the amounts
and disctosures in the financial statements. The procedures selected depend on the
auditor's judgment, incl.uding the assessment of the risks of materiat misstatement of
the financiat statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internaI control retevant to the Company's
preparatjon and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the cr'rcumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company's internaI control. An audit
atso inctudes evatuating the appropriateness of accounting poticies used and the



reasonabte
evatuating

ng estimates made by the Management, as wetl as
tation of the financial statements.

it evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements give a true and fair view of the financial
position of the Company as at 31 December 2010, and of its financiat performance
and cash ftows for the year then ended in accordance with International Financial
ReDortins Standards.

Auditor
Qualifying Cerrificate #0000480 issued by
Qualifying Commission of RK on attestation
of auditors dated 12.10.1999

E.B. Kapayeva



OF COMPREHENSIYE INCOME
re Dresented in KZT thousan

Proce€ds Aom sale ofo$n products

Proceeds tom sal€ ofoxher inventodes and services provided

Cost ofown products sold

Cost of oth€r invenxodes sold and servic€s provid€d

Gross prolit

Note

l 4

l 5

1 6

1 7

31,12.2010

7 354 749

597 992

(  5  476  51 r )

(  594  61 r  )
1 8 8 1 6 1 9

31.12.2009

3 559 540

| 816 431

(2 690 210'

( l 783 933)

901834

Expenses on sale ofproducts and provision of services

Adminisf ative expens€s
Other gains (loss)
Operrting income (loss)
Finance income

Furan€e cosxs
Profit (loss) befor€ 1ax

t 8

1 9
2 l

20
20

( s80 828)
( 503 547)
(272 86s)

s24 379
t20 233

(271381\
373 231

( 28r 094)
( s8r 365)
(  96  16r )
( 56 786)

99 228
( 826 510)
( 784 068)

Corponte income tax savings (expenses)
Net prolit (loss)
Other comprehensive income

22 (2t4 t42)
159 089

74455
( 709 613)

COMPREHENSIVE INCOME {LOSS) FOR THE PERIOD 159 089 (709 6r3)
Basic and dilured earnings/(loss) per share (KZT) 13 1 5 9 1 ( 7 0 9 O

The acconpanying Notes are an integal pa ofthesefnancial statenentsl

President
AZIA AVTO JSC

ChiefAccountant
AZIAAVTOJSC

E.O, Mandiyev

G.V.Mokin.



AZIA AMO JsC

OF FINANCIAL POSITION
resented in KzT thoussnds

Current assets
Cash and cash equivalent!
Tmde and other receivables
Accounts receivabl€ from relaxed panies
Advances paid
lncome tax Prepayment

Total current assets

5
6
6

31.12,2010

t89 500
477 46t

1312218
I 046 lot

958
| 403 312
44296fi

3r.12.2009

34 416
315151

2 396 s18
128 587

'756

| 059 142
3 935 236

Property, plant and equipment
Intangible assets
Trade receivables
Accounts receivabl€ fiom related parties
Total non-current assets

8
9
6
6

3 289 738
405

12 979
652 065

3 9ss 187

3 346 974
I86

14763
27 291

3 389 214

Total sssets 8 384 797 1 324 450

LIABILITIES AND EQUITY
Curr€nt liabilities
Loans and bonowings
Trade and other payables
Accounts payable to related parties

Provisions
Total current liabilities

l 0
l l
l 1

t2

s 231 727
206 409
t24 439
381728
183 291

6 127 594

51 t1442
115 286
102 732
30 941
20 0'77

s 440 478

Non-current lhbilities
Def€ned tax liabilities
Total non-current liabilities

22 339 256
339 256

t25 |4
125 tt4

Equity
Share capital
Property, plant and equipment rcvaluation provisjon

Total €quity

t3 | 411 846
928 520

(428 419)
| 917 947

| 417 846
981  310

( 640 2e8)
I 7s8 858

Total liabilities and equity I384191 1 324 450

The acconpanying Notes are an integal part ofthesefnancial statenents.

President
AZIA AVTO JSC

ChiefAccountatrt
AZIA AVTO JSC

E.O. Mardiyev

G.V.Mokioa



OF CHANGES IN EQUITY
res€nt€d in KZT thousand

Share capital

Prcperty, plant and
equlpment

Provisioo

Retained earnings
(loss)

AZIA AYTO JSC

Total

Balance at I January 2009
ComFehensive income (loss) for
th€ period
Property, plant and equipment
depreciation cafi ied forward

Balance at 3l Decemb€r 2009
Comprehensive income (loss) for
the period

Propent, plant and equiprn€nt
depreciation canied forward

Balance at 3l Dec€mber 2010

| 4r7 846 I 068 338 ( 17 7r3) 2 468 411
( 709 613)

81 028

( 709 613)

( 87 028)

| 4t1 846 981 3r0 640 298) l 758 858
159 089

52 790

159 089

( s2 7e0>

President
AZIA AYTO JSC

ChiefAccountant
AZIA AVTO JSC

| 4t7 a46 928 520 | 42A 419\ | 9t7 947

The acconpanying Notes ate an integlal part of these Jinancial statements.

E.O. Mandiyev

G.V.Mokina
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OF CASH FLOWS (direct method)
arc presented in KZT thousands

AZIA AYTO .ISC

2 0092  010

inc ludingl
goods, services, works sold

2. Cash outflow, total
including:
payments to suppliers for goods and services
advances paid

salaries paid
loan interest paid
corporate income tax paid
payments to ibe budget

2 3

23

1 982 041

7 598 462
3 8 1 7 2 8

I 857
(7 928 692)

( 6 37r 788)
( I 046 102)

( 182 763j
(  8 1  6 8 6 )

( 202)
( 189 606)
( 56 545)

4 619 244

4 616 611

2 627
( 3 291 988)

(2302 8' ,70)
(  3 0  9 4 1 )

( 165 869)
(  6 6 0 9 0 r )

(  l  1 6 8 )
( 60 521)
( 69 1t2)

3. Net cash flows from operating activities

ll. Cash lob's ton int'esting actit ities
1, Ctsh inflow, total
including:
sale ofpropelty, plant and equipment

2. Cash outflow, total
including:
acquisition ofproperty, plant and equipmeni
acquisition of intangible assets
nnancialaid granted to other entities

9 056

9 056

(91022')

(  83 625)
( 4 )

(  6 986)

18 432

r8  432

(3',t9 847\

( 26 r54)

(  351693)
3. Nct cash used in investing activities ( 81 966) ( .16  |  4  rs )

L C.tslt Jlows ?onrthahciltg octivities
l. Cash inflow, total
including:

2. Cash outflow, total
inc ludingi

3. Net cash flows from/(used in) financing activities

23

1 324 196

| 328 t96
( l  144 sOl)

(  r  t 4 1 5 0 r )
183 695

I 644 631

I 6,14 63l
( 2 823 224\

( 2 823 224)
( l  178 593)

23

Total :  Increase (decrease) in  crsh 155 08,1 ( 212 7s2)
Cash and cash equivalents at tb€ beginning ofthe r€port ing
pcriod 3 1 4 1 6 247 t68

Cash and cash eq! ivalents at the end ofthe report ing period I89 500 3 4  4 1 6

The accompd,rying Nates are an inteeral pafi ofthese trnancial stdtements.

President
AZIA AVTO JSC

ChiefAccountant
AZrA AVTO JSC,.

E.O. Mandiyev

G.V.Mokina



AZIA AYTO JSC
Notes to the Fihancial Statenents fot lhe veat Endetl 3 I Decembet 20 I0

AIlamauts arc stated in KZT thousdnh unlest stdkd othentise

RATE INFORMATION

nization and core actiYities

AZIA AVTO JSC (hereinaffer "the Compa.ny") is a joint stock company eslablished and
operating in the Republic of Kazakhstan

Legal address of the Company: 101/1, Bazhov str,, Ust-Kamenogorsk, East Kazakhstan
region, Republic of Kazakhstan.

The Company is registered with the East Kazakhstan Department of Justice (State
Registration Ceftificate of Legal Entity No. 150- 13- 19l'7 -AO dated, 20.12.2002). The Company
was re-registered due to change of its legal stnicture (Re-Registration Certificate No. 150-13-
l9l7-AO dated 05.05.2005 issued by the East Kazakhstan Depafiment ofJustice).

The Company's core activity is assembly of cars: 'l A,Z-21214, SKODA OCTAVIA,
SKODA SUPERB, SKODA FABIA, SKODA YETI, Chevrolet Captiva, Chevrolet Epica,
Chewolet Lacetti, Chevrolet Aveo, Chevrolet Cruze, KIA Mohave, KIA Sorento, KIA Cerato.

In 2010 the Company started assembly of new models: SKODA FABIA, SKODA YETI,
Chevrolet Aveo, Chevrolet Cruze, KIA Mohave, KIA Sorento, KIA Cerato.

Cars manufactured by the Company havg a status of(Kazakhstan Goods))

The company has branches and representative offices disclosed in Note 1 (b).

The core activity ofbranches is sale of products from their warehouses puNuant to orders
ofthe Company.

Number of enployees is 320 persons and 282 persons as at 31 December 2010 and 2009
accordingly.

(b) The Company's structure

Division
Cenlral office. Car assembly plant
Astana Bmnch
Almaty Branch
Pavlodar Branch
Shymkent Branch
Karaganda Branch
Aktau Branch
Ust-Kameno gorsk Branch

Aktobe Branch
Kostanai Branch
Uralsk Branch
Afyrau Branch
Semipalatinsk Branch
Petropavlovsk Bralch
Moscow representative offi ce
Togliatti representative offi ce

Location
RK, Ust-Kamenogorsk, Bazhov street, 101/1
RK, Astana, Bogenbai avenue, 73l1
RK, Almaty, Mailin street, 240
RK, Pavlodar, Torgov aya steet,2/l
RK, Shymkent, Temirlanovskoe highway, n
RK, Karaganda, Satybaldin street, 7
RK, Aktau, 1 district, premises of cSK Hazar
RK, Ust-Kamenogorsk, Nezavisimost avenue.
92/I
RK, Aktobe, Moldagulova street, 54b
RK, Kostanai, Ordzhonikidze street, 54
RK, Uralsk, S.Datov street,2811
RK, At)'rau, Elevatomyi proyezd,, 7 a
RK Semey, Shugayev steet, 162 b
RK, Petropavlovsk, Yubileynaya steet, 14
Russian Federation, Moscow
Russian Federation, Togliatti



AZIA AVTO JSC
Notes to lhe Financial Statenents fot the vut Ended 3 I Decembet 201 a

All anauts are stated in KZT thotsahds urless sl.lted athenti\e

entative office

The Company's financial
Company's Management.

Czech Republic, Prague

statcments were approved lbr issue on 31 March 2011 by the

2. BASIS FOR PREPARA.TION

The financial statements have been prepared on a histo cal cost basis, unless otherwise stated in
the accounting policies and notes to these financial statements.

The financial statements are presented in Kazakhstan tenge (hereinafter "KZT"), and all values
are rounded to the nearest thousand, unless otherwise stated

Statement of Compliance

The Company's financial statements are prepared according to the International Financial
Ileporting Standards (hereinafter "IFRS") as issued by the Internatiola] Accounting Standards
Board (hereinaller "IASB") and Interpretations of the Intemational Financial Repofiing
Interpretations Committee (hereinafter "IFRIC").

Bus iness  cn \  i ronment  o f  the  Company

In the repofiing year Kazakhstan automobile market was influenced by three key factorsl
enactment of uniform custom duties (and sr-rbsequently preferenlial regime for import ofvehiclgs
by individuals), extension ofnew import car deliveries by the impolters and transition ofbuyers
ftom crisis "saving" strategy to more active dissaving.
AII above factors contributed to resuscitation of new cars market, this tendency sustained from
May 2010 to the end ofthe reporting period. In February 2010 vehicle preordering system was
introduced providing the buyers with the extremely wide choice of vadants, preferential fixed
cost ofcals and guamnteed delivery terms.
In May 2010 the Company acquired the fourth strategic pafiner in the name of Korean Concern
KIA Motors.
Launching of this brand worldwide bestseller C-Class Sedan KIA Cerato and average-sized
off-road vehicles KIA Sorento and KIA Mohave became the first stage of AZIA AVTO JSC'S
cooperation with the Korean Concem.
In May 2010 AZIA AVTO stafted production of C-Class Sedan Chevrolet Cruze. The Company
also started batch production ofChewolet Aveo sedan and hatchback
In December 2010 the plant started batch production of Skoda Yeti crossovel and Skoda Fabia
compact car.
In December 2010, with the Government support, the Company began construction ofadditional
railroad tracks which r-rse will allow doubling ofthe entity's logistic system capacily
ln June 2010 the RK Government and AZIA AVTO JSC signed the Agreement for Induslrial Car
Assembly. This document is signed based on the agreements earlier ratified by the Customs
Union member-states. Besides, in accordance with the Decision No. 169 of the Customs Union
Commission dated 27 January 2010, AZIA AVTO JSC joined the motor-car manufacturets
entitled for duty-free movement ofproducts thloughout the te itory ofthe Customs Union
Market collapse h 2008-2009 made it impossible for the Company to make one-time large
payments under the bonds matured in the early 2010. This situation was aggravated by thc
bank's requirement to immediately repay all credit obligations by the Company ahead of
schedule. However the Company paid coupon interest to holders ofbonds in a timely manner'
As for tlle first issue bonds, Easl Kazaldstan Oblast Specialised Interdistrict Economic Coun,
having considered the reasons of delay and plans to repay these obligations, granted I year

l 0



debts to KKB Group under the first issue bond loan

3, the Company signed agreement for repayment in installments for the period of2-3 years
with the majority ofbond holders (Note 10).

3. SUMMARY OF SICNIFICANT ACCOI'NTINC POLICIES

Changes in Accounting Policies and Disclosure Principles

Adopted accounting policies are in line with the accounting policies used in the previous
rcporting period except for the fact that as at 01.01.2010 the Group fi$t adopted the following
new and revised stardards and interpretations.

New and amended standards and interpretations applicable to the December 2010 year-
end

IFRS 1 First-time Adoption of International Finoncial Repo ing Sta da ls
Additional exemptions for companies adopting IFRS for the first time.
Effective for annual periods beginning on or after 1 January 2010.
IFRS 1 introduces amendments providing exemptioDs from full retrospective application ofIFRS
for the measurement ofoil & gas assets and leases.
These amendments rendered no influence on the Company financial statements as the Company
is not a first-time adopter.

IFRS 2 Group Cash-settled Sltorc-based Payue t Arrangeme ls

Effective for annual periods beginring on or affer 1 January 2010.

IFRS 2 has been amended to clarify the accounting for group cash-settled share-basgd payment
transactions, where a subsidiary receives goods or services from employees or suppliers but the
parent or another entity in the group pays for those goods or services. The amendmenls clarify
that the scope of IFRS 2 includes such tmnsactions. The amendment incorporates the guidance
tiom IFRIC 8 Scope of IFRS 2 and IFRIC I I Group and Treasury Share Tmnsactions and hence
both IFRIC 8 and I|RIC 11 have been withdrawn.

These amendments rendered no influence on the Company fiDancial statements as there were no
such transactions jn lhe reponing period.

IFRS 3 Busi ess Cohtbih.ttions (Revised)

F)ffective for periods beginning on or after 1 July 2009.

A change to the scope of IFRS 3 increases the number of transactions to which it must be
applied, by including combinations of mutual entities and combinations without consideration
(e.g., dual listed shares).
These amendments rendered no influence on the Company financial statements as there were no
such lransactions in the reporting period.

IAS 27 Consolidated and Separate Financial Stqtements (Amen.lment)

Effective for periods beginning on or alter I July 2009.

The most significant changes to IAS 27 are as follows:

AZIA ATTO JSC
Nolet to the Finqncial Slatenents fu the Yeal Ehded 3 I Decenber 201 0

A ano nts are stated in KZT thausdnds unless state.l othe ise

l l



or as an equity transaction and will have no impact on goodwill nor will it give rise to
a galn or loss.
. Losses incuned by the subsidiary will be allocated between the controlling and non-controlling
interests (previously referred to as 'minority interests'); even if the losses exceed the non-
controlling equity investment in the subsidiary.
. On loss ofcontol of a subsidiary, any retained interest will be remeasured to fair value and tbis
will impact the gain or loss recognised on disposal.

These amendments rendered no influence on the Company financial statements as there were no
acquisitions of ownership interests in subsidiades.

IAS 39 Financial Insttuments: RecognitioL an.l Measurement - Eligible herlged items
(Amendment)

Effective for periods beginning on or after I July 2009.

The final amendment addresses only the designation ofa one-sided risk in a hedged item, and the
designation of inflation as a hedged risk or portion ir particular situations. The amendment
cladfies that an entity is permitted to designate a portion of the fair value changes or cash flow
variability ofa financial instrument as a hedged item.

An entity can designate the changes in fair value or cash flows related to a one-sided risk as the
hedged item in an effective hcdge relationship. In most cases, the intrinsic value of a purchased
option hedging instrument, but not its time value, reflects a one-sided risk in a hedged item.

The designated risks and portions of cash flows or fair values in an effective hedge relationship
must be separately identifiable components ofthe financial instrument. Additionally, the changes
in cash flows or fair value of the entire financial instrument arising liom changes in the
designated risks and pofiions must be reliably measurable.

The amendment indicates that inflation is not a sepaiately identifiable risk and cannot be
designated as the hedged risk unless it represents a contactually specified cash flow.
These amendments rendered no influence on the Company financial statements as the Company
does not hedse its oDerations.

IFRIC 17 Distributions of Non-caslt Assets to Ownerc

Effective for annual periods beginling on or after I July 2009.

This interpretation provides guidance on accounting for arangements whereby an entity
distributes non-cash assets to shareholders either as a distribution ofreserves or as dividends.

fhe interpretation applies to all non-reciprocal dist butions ofnon-cash assets, including those
giving the shareholders a choice ofcash or other assets, provided that:

. All owners ofthe same class ofequity instruments are teated equally

. The non-cash assets distributed axe not ultimately controlled by the same pafiy before and afler
the distribution (i.e., excluding transactions under common control)

An entity must recognise a liability for the distlibution when it is no longer at the discretion of
the entity (i.e., when shareholder approval is obtained, ifrequired).

The liability is initially recognised at the fair value of the assets to be distributed and is
remeasured at the end ofeach rcporting pedod and immediately before settlement.

AZIA AVTO JSC
Notes to the fintnctit Skttehents fot the veu Ended 3l Decenbet 2010

Allahoah^ ate stated in KZT thousah.ls unless stated otheNise

o\arrership interests of a subsidiary (that do not result in loss of control) will be

t 2



AZIA AVTO JSC
Notes to the Financial Slatenents fot lhe Yeat Ended 3l Decenber 2010

A anounls are stated in KZT thousanL urless stated otheNxe

date, the difference between the carrying amount ofthe assets to be distributed and
s recognised in profit or loss as a separate Iine item.

IFRS 5 has also been amended to require that assets are classified as held for distribution only
when they are available for distribution in their present condition and the distdbution is highly
probable.

These changes render no influence on the Company financial statements as there were no
distributions ofnon-cash assets to owners.

Improvcments to International Financial Reporting Standards (issued 2009)

The improvements to IFRSS stated below resulted, where applicable to the Company, in
modification of accounting policies, but rendered no influence on the Company financial
position and performance.

IFRS 2 Share-based Payment

Scope ofIFRS 2 and revised IFRS 3

The amendment clarifies that the contdbution of a business on fomation of a joint venture and
combinations under common control nre not within the scope ofIFRS 2.

I FRS 5 Non-cu e t Assels Held for Sale and Discontinued Operutions

Disciosures.

The Amendment clarifies that the discloswes required in respect of non-curent assets (or
disposal groups) classified as held for sale or discontinued operations are only those set out in
IFRS 5.

IFRS 8 Operutiftg Seghents

Disclosure of information about segment assets

Segment assets and liabilities need only be reported when those assets and liabilities are inciuded
in measures used by the chiefoperating decision maker.

IAS 1 Prcsenlalion of Fi a cial Slatehents

Cunent/non-cunent classifi cation of convertible instruments

The tems of a liability that could at anytime result in its settlement by the issuance of equity
instruments at the option ofthe counterparty do not affect its classification.

US 7 Statement of Cssh Flotes

Classification of expenditures on unrecognised assets

Only expe[diture that results in a recognised assgt can be classified as a cash flow from investing
activities.

IAS 17 Leises

Classification of land and buildings

The specific guidance on classifying land as a lease has been removed so that only the general
guidance remains.

IAS 36 Impoitment ofAssets

Unit ofaccounting for goodwill impairment testing

13



pemitted for allocating goodwill acquired in a business combination js the
dellned in IFRS 8 before aggregarion for reporiing purposes.

IAS 38 Intdngible Assets

Consequential amendments arising fiom IFRS 3

lf an intangible acquired in a business combination is identifiable only with another intangible
asset, the acquirer may recognise the group of intangibles as a single asset provided the
individual assets have similar useful lives.

Measudng fair value

The valuation techniques preselted for determining the fair value of intangible assets acquired in
a business combination are only examples and are not restrictive on the methods that can be
used.

IAS 39 Financial Inslruhenls: Recognition and Measuremehl

Assessment ofloan prepayment penalties as embedded derivatives

A prepayment option is considered closely related to the host contact when the exercise price
reimburses the lender up to the approximate present value of lost interest for the remaining term
ofthe host contract.

Scope exemption for business combination contract

The scope exemption for confacts between an acquirer and a vendor in a business combination
to buy or sell an acquiree at a futue date applies only to binding forward contracts, not
derivative contracts wherc futher actions are still to be taken.

Cash flow hedge accounting

Gains or losses on cash flow hedges of a forecast tansaction that subsequently results in the
recognition of a financial instrument or on cash flow hedges or recognised financial instruments
should be reclassified in the pe od that the hedged forecast cash flows affect profit or loss.

IFRIC 9 Reassessntent ofEhbedded Deriuolives

Scope ofTFRTC g dnd TIRS l

IFRIC 9 does not apply to possible reassessment at the date of acquisition to embedded
dedvatives in contracts acquired in a combination between entities or businesses under common
control or the formation or ajoint venture.

IFRIC 16 Hedges ofa Net hDeslment in a Foreign Operatiotl

Amendment of the restriction on the entity that can hold hedging instruments. Qualifying
hedging inslruments may be held by any entity within the group, provided the designation,
documentation and effectiveness requirements of IAS 39 are met.

New and amended standards and interpretations applicable to December 2011 year-ends

IFRS 1 First-time Adoption ofl temaliontl Finahcial Reporti,tg Stan.lar.ls

Limited Exemption from Comparative IFRS 7 Disclosures for First-time Adopters

Effective for annual periods beginning on or after 1 July 2010, early adoption is permitted.

AZIA AYTO JSC
Notes tothe Finl cial Stdtenehtsfot the veat Ende.l3l Decehber2010

AIldnawts are stdte.l in KZT thousdkds uhless stdled othetuise
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been amended to allow first-time adopters to utilise the transitional provisions tn
nancial Instrumentsr Disclosures as they relate to the March 2009 amendments to the

standard. These provisions give relieffrom providing comparative information in the disclosures
required by the amendments in the first year of application.

To achieve this, the transitional provisions in IFRS 7 were amended to clarily that the
disclosures need not be provided for:
. Annual or interim pedods, including any statement of financial position, presented with an
annual compaxative peiod ending before 3l December 2009, and

. Any statement offinancial position as at the beginning ofthe earliest comparative period as at a
date before 31 December 2009.
These amendments will not influence the Company financial statements as the Company is not a
fimt-time adopter.

IAS 24 Related Pa y Disclosures (Reviserl)

Effective for annual periods beginning on or after I January 2011, early adoption is allowed
either for partial exemption for the government-related entities or the revised standard as whole.

The definition of a related palty has been clarified to simplily the identification of related party
relationships, particularly in relation to significant influence andjoint control.

A paflial exemption ftom the disclosures has been included for governme4t-related entities. For
these entities, the general disclosure requirements of IAS 24 will not apply. Instead, altemative
disclosures have bcer, included, requiring:
. The name ofthe government and the nature ofits relationship with the repofiing entity
. l-h< nature and amount of indir idually signil lcanl lran.action5

. A qualitative or quantitative indication of thg extent of other tansactions that are collectively
significant.

The Company will analyse the revised definition of related padies to be sure that all required
information will be disclosed in the financiai statements for the year ended 3l.12.201 1

IAS 32 Financial Instruments: Presentalion

Classillcation of Rights Issues (Amendment)

Effective for annual periods beginning on or after I January 2011, early adoption is permitted.

The definition of a financial liability has been amended to classiry dghts issues (and ceftain
options or wa ants) as equity instruments if:

. The rights are given pro mta to all ofthe existing owners ofthe same class ofan entity's non-
derir atire equitl inslruments
' In order to acquire a lixed number ofthe entity's own equity instrunents for a fixed amount in
any currency.

This amendment will not influence the Companv financial statgments as no such transactions are
expected.

IFRIC 14 Prcpalments ofa Minimum Funding Requirement (An endment)

Effective for annual periods beginning on o! after I January 2011. The amendment is adoptcd
retrospectively as at the beginning of ihe earliest of the reporting pedod presented in the first
financial statements where the Company applied initial edition ofthis interyretation

AZIA AV1'O JSC
Notes to the Financial Slatenents fot the Yeat Enied3l Decenbet 2010

All atuourts are stated in KZT thousandt unless stated other ise
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videsguidance on assessing the recovenble amount of a net pension asset. The
an entity to treat the prepayment of a minimum funding requirement as ant pemits

a5set.
This amendment will not influence the Company financial statements as the Company has no
pension assets.

IFRIC l9 Extinguishing Financial Liabilitie| with Equiq) Instruments

Effective lor annual periods beginning on or after I Juiy 2010, early adoption is permifted.

IFRIC 19 clarifies that equity instruments issued to a creditor to extinguish a financial liability
are consideration paid in accordance with paragraph 41 of IAS 39 Financial Instruments;
Recognition and Measurement. The equity instruments issued are measured at their fair value,
unlgss this cannot be reliably measured, in which case they are measured at the fair value of the
liability extinguished. Any gain or loss is recognised immediately in profit or loss.

If only part of a financial iiability is extinguished, the entity needs to determine whether part of
the consideration paid relates to a modilication of the liability outstanding. If so, thc
consideration paid is allocated between the two parts.

The interpretation does not apply where the creditor is acting in the capacity of a shareholder,
common control transactions, and where the issue of equity shares was part oflhe original terms
of the iiability.

This amendment wili not influence the Company financial statements as the Company does not
expect any issue ofcquity iNtruments to be provided to a creditor to repay a financial liability.

Improvements to Intcrnational Financial Reporting Standards (issued 2010)

. IFRS I First-time Adoption of Intemational Financial Reporting Standards. Accounting
policy changes in the year ofAdoptron.

. IFRS I First{ime Adoption of International Financial Reporting Standards. Revaluation
basis as deemed cost.

. IFRS I Firsftime Adoption of Internarional Financial Reporting Standards. Use of deemed
cost for opemtions subjecl lo rate regulation.

. IFRS 3 Busingss Combinations. Transition requirements for contingent consideration from a
business courbination that occured before the effective date ofthe rcvised IFRS.

r IFRS 3 Business Combinations. Measurement ofnon-controlling interests.

. IFRS 3 Business Combinations. Un'replaced and voluntarily replaced share-based payment
awards.

. IFRS 7 Financial Inslruments Disclosures. Clarification ofdisclosures.

. IAS I Presentation ofFinancial Statements. Clarification ofstatement ofchanges in equity.

. IAS 27 Consolidated and Separate Financial Statements. Transition requirements for
amendments made as a result of IAS 27 Consolidated and Separate Financial Statements.

r IAS 34 Interim Filancial Reporting, Significant events and transactions.

. IFRIC 13 Customer Loyalty Prograrlrnes. Fah value of award credit.
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ed standards and interpretations issued that are eff€ctive subsequent to
year-ends

IFRS 9 Fi anciil Instruments

Effective for annual pe ods beginning on or after I January 2013

The fi$t phase of IFRS 9 Financial Instruments addresses the classification and measurement of
financial assets. The Board's work on the other phases is ongoing and includes classification and
measwement of financial liabilities, impairment of financial instruments, hedge accounting and
derecognition of financial instruments, with a view to replacing IAS 39 Financial Inshumentsl
Recognition and Measuement in its entircty by early 201 I

Phase i of IFRS 9 applies to all financiai assets within the scope of IAS 39 The key
requirements ofIFRS 9 are as foilows.

At initial recognition, all financial assets are measued at fah value.

Debt inslluments

Debt instruments may (if the Fair Value Option is not
amortised cost ifl

invoked) be subsequently measured at

' The asset is held within a business model whose objective is to hold the assets to collect the
contractual cash flou's;

. The contractual terms ofthe financial asset give se, on specified dates, to cash flows that are
solely payments ofprincipal and interest on the principal outstanding.

All other debt instruments are subsequently measurcd at fair value.

Equily imestments

All equity investment financial assets are measued at fair vah:e either through other
comprehensive income (OCI) or profit or loss. Entities must make an irevocable choice for each
instrument, unless they are held for trading, in which case they must be measured at fair value
through profit or loss.

Foreign Currcncy Translation

The financial statements are presented in KZT, which is the functional cunency ofthe Company
Foreign currency transactions are initially accounted for in the functional cu ency at the
exchange rate effective as at the tansaction date Monetary assets and liabilities denominated in
a foreign cunency are translated at the functional currency exchange mte as at the reporting date
All exchange differences are taken to the statement ofcomprehensive income

Non-monetary items that are measurcd in tems of histodcal cost in a fbreign currency are
translated using the exchange rates as at the dates ofthe initial transactions. Non-monetary items
measured a1 fair value in a foreign currency are translated using the exchange rates at the date
when the fair value is detemined.

weighted ave€ge exchange Iates fixed on the Kazakhstan Stock Exchange ("L{SE") are used
as the official exchange rates in the Republic ofKazakhstan.

The following table shows the KZT exchange rates:

31.12.2010 31.12 .2009
U.S. dollar
Euro
Russian Ruble

147,50
l o <  ) 1

4,84

14S,36
212,84

4,92
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.  _ . .  ) i
ProBq!*f,"plant and equipment

Prcpety, plant and equipment is stated at revalued cost. AII property is revalued to lair value,
which is a market value or, for specialized machinery and equipment, a depreciated replacement
value. Any revaluation surplus is credited to the asset revaluation reserve in equity, except to the
extent that it rcverses a revaluation decrease of the samg asset, in which case the increase is
recognised in the statement of comprehensive income. A revaiuation deficit is recognised in the
statement ofcomprehensive income, except to the extent that it offsets an exisling surplus on the
same assetJ in which case the deficit is recognised in the asset revaluation reselve. Revaluation
surplus is attributed directly to retained income as far as revaluation suplus is exercised (through
natural wear and at the time offinal disposal).

At their acquisition propefly, plant and equipment are caided at the price of acquisition with the
expenses required to bring an asset to a working condition and location. Revaluation is performed
at least once in 3-5 years. The subsequent expenses are included into the carrying amounl of an
asset or recognized as a separate asset, as appropriate, only when it is likely that the future
economic benefits associated with the asset wjll be transfered to the Company and the cost ofthe
asset can be reliably estimated. All other repair and maintenance expenses are recognized in the
statement ofcomprehensive income for the financial period in which they were incuncd.

Where a separate item ofttre propelty, plant and equipment consists ofprimary components with
different useful lives, they are accounted for as separate items ofproperty, planr ano equtpmenr.
Value of property, plant and equipment constructed with the own resources includes thc cost ol
mate als, labor costs, and related overhgads. Repairs and maintenance are expenses as
performed.
Expenses for reconstruction and modenisation are capitalised and replaced items are \rritten ofl
Profit or loss from assets written offis charged to financial performance as written off.
Deprecialion of properly, plant and equipment is charged to the statement of comprehensive
income using the straight-line method over the useful lives. Depreciation is charged stafting with
the month following the acquisition or commissioning. Land is not depreciatec.
Ilelow are the useflll lives ofproperty, plant and equipment:

15 - 60 rer
3 - 1 5 r e r
5 - l0 :rer
2 - 1 0 n e r

Carrying amount of an asset is immediately written down to its recoverable amount, if the asset
carying amount exceeds its estimated recoverable amount.
Profi1 and loss on disposal of property, plant and equipment are detemined by comparing the
revenue with the carrying amount. They are car.ried to the statement of comprehensive income_
When revalued assels are sold, amount included in revaluation provision are reclassified to
Retained Earnings.

Construction in progress

Long{em construction in progress is recognized at cost less recognised imparrmenr rosses.
Construction in progress includes expenses directly att butable to construction ofproperty, plant
and equipment including duly distributed variable overheads attributable to construction and
qualified bonowins costs.

Buildings and conshuctions
Machinery a]]d equipment
Vehicles
Other equipme[t



use, their value is reclassified into an appropriate class

Borrowing costs

Where construction of a qualifying asset is financed through specific borrowings, the financa
costs incured in the coume of construction, less any investment income from temponry
investment ofthose loan proceeds, are included within the cost ofthe qualifying asset. A11 otl]er
hnance costs are rccognized in the statement ofcomprehensive income as finance costs.

Impairm€nt

At each reporting date the Company analyses present value of its property, plant and equipment
for any indicators of possible impairment losses. In case there are such indicators the asset
recoverable amount is assessed to determine possible loss from impairment (if any). In order to
identily impairment indicatorc the assets are divided into smaller identifiable cash genemting
groups uhicl] are substantially independent of cash flows generated by other assets (cash
generating units).
Recoverable amount is the higher of fair value less costs to sell or value in use. When
dctermining value in use the estimated future cash flows are discor.lltted 10 the assets'present
value using the discount rate reflecting curent market estimates of time value ol money and
dsks specific to the asset.
Where recoveruble amount ofan asset (or a cash generating unit) is less than its carrying amount,
thcn carying amoult of the asset (cash generating unit) is reduced to its recoverable amount.
Impairment loss is recognized in the same period in the statement ofcomprehenslve lncome.
Where impairment loss is subsequently reversed, carrying amount of the asset (cash generating
unit) is increased to revised estimated recoverable amount, this being the case recoverable
amount shall not exceed canying amount determined without impai nent loss from the asset
(cash genenting unit) being accounted for in previous years. Impairment loss reversal is
recognized in the same period in the slalement ofcomprehensive income.

Intangible assets

Expcnses on acquisition of software, patents and licenses are capitalized and amortized using the
straight line method based on the estimated useful lives of 5 10 years. If the entity does not
intend to sell intangible assets up to the end of their useful lives, their residual value is
considefed zero.
Intangible assets are recognized at historical cost less amortization and accumulated impairment
losses.
At each repofling date intangible assets are reviewed by the Company for ary indicators of
possible impairment. In case of any indicators of intangible assets impairment, carrying amount
of each asset is reviewed and where impairment is identified it is reduced to the tecovcrable
arnounl,
Intangible assets are amortized using the stnight iine method based on thcir hisiorjcal cost.
Amortization terms approximately equal to the estimated usefui livcs ofassets are stated below:

Licenses

Software
Other intangible assets

l0 years
(depending on thc cefiificate validity

period)
3 - 4 years

3 years

AZlA AYTO JSC
Notes to th e Financiol Statenents fot th e veat Ended 3 | Decehhet 20 I t)
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including products, mate als and work in progress are carried at the lower of cost
and net realisable value. Net realisable value is the estimated selling price in the ordinary course
of business, less estimated costs to sell. Cost of inventories includes all acquisilion costs,
processing and other expenses incured to bring finished goods to their present location and
condition. The cost of finished goods and work in progress includes cost of raw matcrials and
supplies, direct labour, other direct costs and respective share of manufacturing overheads
(calculated based on the actual cost) but does not include loan expenses.
The Company uses the perpetual inventory system involving detailed reflexion of movements
(receipts and disposals) of inventories on the balance accounts. Thg Company measures the cost
of inventory using the average weighted cost method except for the ready-made cam measured
using the specific identification method.

Cash

Cash includes cash on bank aocounts and cash on hand, it is not subject to material risks ofvalue
fluctuations and recognized at nominal value.

Trade and other r€ceivablcs

Trade and other receivables include non-derivative financial instuments with fixed or
determinable payments which arc not quoted on the active market and neither accounted 1br at
fair value though profit or loss, nor qualified as available for saie. Such assets are recognized at
amotized cost using the effective interest rate method. Profit and loss ar(] recognized in the
statement of comprehensive income when trade and other receivables are derecognized or
impaired as well as through amotization.

Receivables are stated al fair value. Provision for impairment of trade receivables is formed if
there are objective evidcnces that the Company will not be able to recover all amounts as they
fall due. Significant financial difficulties of debtors, probability of debtors' bankruptcy or
llnancial reorganisation, default or overdue payments are the factom ofreceivables impaiment.
Bad debts of buyers and customers are written off against the provision lor impairment of tradc
receivables. Subsequent reversal of the amount written off earlier is charged to administrative
cxpenscs in the statement ofcomprehenslve lncome.

Advances paid

Advances or prepafnents made for delivery of goods, works and selvices are recognised as
other curent and non-cu[ent assets stated at cost.

Borrorvings

Bank loans are initially recognised at fair value less any direct costs att butable to loans. Such
interest bearing liabilities are futher caried at amofiized cost using the effective interest rate
method which allows charging of interests on the outstanding balance recognized in the balance
sheet at the fixed rate over the whole period up to full repayment.
Other interest bearing borrowings are initially recognized at fair value less reiated direct costs
attributable to the bon'owings. Upon initial recognition other interest bearing borrowings are
cauied at amortized cost with any difference between the historical cost and cost at repayment
recognized in the income statement over the period ofborrowing based on the effective interest.
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are classified as curent liabilities unless the Company has an unconditional right to
d€Fifiepayment ofiiability, at least, for one year affer the repofiing date.
The Company debt instruments are bonds issued by the Company. They are stated at amofiised
cost. Any difference between the par value and acquisition cost ofbonds as at the placing date is
stated as discount or premium. Discount (premium) on these financial liabilities is amodised
other the whole period of the bond circulation using the effective interest late. The eflective
interest rate is a rate ensuring the closest discounting of the expected future cash payments and
receipts up to the maturity date of such financial instrument. Amoftisation ofdiscount (premium)
is charged to the statemenl ofcomprehensi\e income.

Trade and other payables

Trade payables and other shof-tem monetary liabilities are caried at historical cost which is a
fair value ofthe amount to be paid in the future for the goods or services received inespective of
whether invoices were issued to the Comoanv.

Provisions

Provisions are recognized when the Company has legal or constructive obligations resulting
from past events; when it is likely that outflows will be required to repay those obligations; and
when those obligations may be reliably estimated, but the telm and amount are indelinite.

The Company recognises the estimated amount ofliabilities for repair or replaccment ofthe goods
sold with unexpired wananty period as at the repofiing date. This provision is calculated based on
the repair and replacement data for the previous periods.
The Company recognises the provision for employee benefits which is calculated based on the
aveBge wages and estimated duation of leaves. Allowance for employee leaves includes
estimated social tax.

Guarant€es

When the Company enters into guara.ntee colltracts to maintain solvency of related pafiies, the
Company considers such contracts as conditional conhacts and recognises them as such. In this
connection the Company considers the guarantee iontracts as contingent liabilities until payment
under the respective guarantee bgcomes probable.

Income tax and deferred taxcs

Income tax for the year includes current and defened taxes. Deferred tax is recognized in the
statement of comprehensive income unless it relates to the items recognised directly in equity.
Cu ent tax is an expected tax payable on tarable income for the year using the tax rates enacted
or substantially enacled as at the repoting date and any adjustments to the tax payable in respect
to the prcvious years.
Defered ta{ assessment should reflect tax implicatiolls which would adse from a difference
betlveen the carrying amount of existing assets and liabiLities recognized in the financial
statements and their tax base.
Defened ta\ is computed based on how the carrying amount ofassets and liabilities are expected
to be realised or sottled using the tax ntes enacted or substantially enacted at the balance sheet
oarc.
Defened tax asset is recognized only to the extent that it is probable that future taxable prollt
will be available against which the assets may be utilized.
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ol:#*o tar (vAr)
Value added tax represents payments to the budget of a pofiion of taxable sales tumover value
added in the course of manufacture and circulation ofgoods (works, seNices) and payments with
respect to goods imported to the Republic of Kazakhstan. The Company's core product sale
turnover is value added tax exempt. Other goods (works, services) sale turnovers are assessed
with value added tax in accordance with the common procedure.
Value added tax on goods (works, services) acquired is subject to refund by offset. The
Company uses separate accounts for value added tax expenses and amounts on goods (works,
services) received used for taxable and VAT exempt tumovers.
When establishing the provision for impaiment of receivables, the Company provides for the
whole amount ofdoubtful debts includins VAT.

Rev€nue

Revenue is recognised at fair value ofconsideration received or receivable and includes amounts
receivable for goods and services provided in the ordinary course of business less discounts and
sales taxes.
Revenue is recognised when all material risks and rewards ofthe goods ownership as well as the
effective control have passed to the buyers.
Revenue is recognized to the extent that it is probable that the economic benefits will flow to the
Company and the revenue and related expenses incured in the transaction can be reliably
measured,
Revenue from serviccs provided is recognised based on the stage ofcompleteness.

Employee benelits

Shofi-term employee benefits include such items as:
. employee sala es
. shofi-tem paid leaves
. bonuses payable within 12 months upon the end of the period when

emplolees rendered respeclive sen jces.
When an employee renders seNices to the Company du ng the reporting period, the Company
recognises non-discounted amount of sholt-tetm employee benefits payable for such services as
a liability upon deduction of any amounts paid; if amounts already paid exceed non-discounted
amount of payments, the Company recognises this excess as an asset to the extent prepaid
expenses result in reduction of future payments or retum of cash. Accruals are recognized as
expenses! except for those amounts which are allowed to be included in the cost ofasset.
The Company deducts from employee salaries and transfers pension cont butions to pension
funds. The Company has no othei obligations related to employee retirement benefits.

Finance expenses

Finance expenses inciude loan interest payable; bond coupons, bond discount amofiisation,
cxpcnses for receivables discounting, receivables discount amortisation.
All expenses related to borowing are recognised in the statement of comprehensive income
using the effective interest rate method except for borrowing costs directly attdbutable to
acquisition, construction or manufacture qualifying assets which are recognised in the cost of
such assets.

Setolfs and bafter transactions

A cetain pad of purchase and sale transactions is carried out by setoff or other non-monetary
settlements. As a rule, these tansactions are effected in the folm of setoff or a chain of non-
monetary transaclions involving several companies.
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sale transactions supposed to be settled through setoff or other non-monetary
dnts are recognised based on tbe management estimate of fair values of assets to be

received or delivered as a result non-monetary settlements. Fair values are determined based on
vaiolls market data. Non-monetary transactions are excluded fiom the statement of cash flows.
Therefore investing, financing tansactions and opeEting result are actual monetary transactions.

Share capital

Share capital is divided into ordinary shares. The Company's share capital is generated through
payment for shares by the shareholders at par and at price established by the Board ofDirectols.

Dividends

Dividends are recognised as liability and deducted from equity as al the repofiing date only if
dividends have been declared prior to and inclusive of the reporting date. Dividends are
disclosed in the financial statements if they have been either recommended p or to the reporting
date or recommended or declared after the repofiins date but before the date when the financial
statements are ready for issue.

Related-party transactions and settlements

For the purposes ofthese finarlcial statements pafiies shall be considered related ifone ofthem is
in the position to contol the other or render significant influence on making operational and
financial decisions by the other pafiy as stated in IAS 24, Related Party Disclosures. When
considering each possible related palty relationship, boh the substance of the relationship
between the parties and the legal form are taken inti account.

Related paties can enter into transactions which would not be effected on an ann's length basis,
pdces and conditions of such transactions can differ from the arm's length prices and conditions.
Nature of relations with the related parties wherewith the Company has entered into significant
transactions or has significant balances is described in Note 25.

Earnings per share

Basic eamings per share are calculated by dividing of profit or loss attributable to the Company
equity holders by the average number ofoutstanding shares for the period.
Diluted earnings per sharc are calculated by adjusting of profit or loss attributable to the
Company equity holders and the average weighted number of outstanding shares by the
influence rendered by all dilutive potential ordinary shares.
The Company has no dilutive shares.

Preferred shares

Preferred shares, being iuedeemable and non-cumulative, are classified as equity.

4. SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES

The Company uses judgments and assumptions conceming future transactions. These estimates
and judgements are continuously monitored based on past experience and other factoN including
expectations of future events which are deemed reasonable in the circumstances. In the future
actual results may differ liom thesejudgments and assumptions. Estimates and assumptions which
could result in outcomes that require a matedal adjustment to the carrying amount ofthe asset or
liability affected in future periods are discussed below.
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ount of propcrty, plant and equipment (hereinafter PP&E)

The Company monitom its PP&E for intemal and external indicators of impaiment. The
management regularly considers if there are any indicators of impaiment relating to the Company
business on vehicle assembly and sale. If such indicators exist the Company pedolms the
tmpalr1ne lest.

Useful lives ofintangible assets and property) plant and equipment

Intangibie assets and PP&E are amortised or impaired throughout their useful lives. Useful live are
determined based on the management estimates conceming the period over which assets will
generate profit; these periods are regularly rcviewed to detemine fuilher asset serviceability. Due
to long useful lives of certain assets, changes in estimates used may result in mate al differcncas in
canying amoults.

ProYision on warranty service

Provision amount is estimated by the Company based on the information of the number of
vehicles sold and average number ofvehicles passed warranty service; at ao estimation ofsize of
a provision data ofthe last thdee yeals are used.

Tax€s
The existing ta,\ laws suppose various intelpretations and undergo frequent changes.
Intcrpretation of tax laws by ta\ autho ties with respect to the Company transactions and
activities may differ ftom that by the Company management. Therefore ta,\ authorities may
challenge the coneclness of tax laws application, and the Company may be charged with
additional taxes, fines and penalties which may appear significant. The pedod dudng which tax
repofis may be inspected by tax and customs autho ties makes five years. The Company
believes that tax liabilities accrued are corect for all years open for audit; they are based on
estimates ofmany factors including expedence ofpast years and tax laws interyretation. This is
based on estimates and assunptions and may include a number of complex judgements
conceming future events. To the extent actual tax implications differ from the amounts
presented, such difference will affect tax expenses in the pe od such tax liabilities are estimated.

Legal proceedings

In accordance with IFRSS, the Company recognises provisions only if it has present obligation
resulting from past events, outflow of economic resources is probable and may be reliably
estimated. Ifthese criteia are not met, the Company may disclose a conlingent liability in the notes
to the financial statements. Realisation ofany liability which is not prcsently reflected or disclosed
in the financial statements may have a significant impact on the Company's financial position.
Application ofthis accounting principle to legal proceedings requires the Company management to
make decisions on various matters-of fact and legal issues beyond its control. The Company
reviews pending litigations every time changes occur in their course and at each repofiing date to
assess necessity ofprovisions in the financial statements. Factors considered in making decisions
on accrual ofprovisions include essence of claim, action or penalty, legal process and amount of
potential damage in jurisdiction where legal proceedings take place, claim is filed or penalty is
imposed; the course of legal proceedings (including events after the financial stateme[ts date but
pdor to the publication thereoo; opinions or views of lega.l counsels; previous experience with
similar trials and any decisions ofthe Company management as to how to react to the claim, action
or oenaltv.
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otqL:eA AND CASH EQUIVALENTS

Cash on hand in KZT
Cash in KZT on bank accounts
Cash on bank accounts ofrepresentativg offices located
abroad

There are no resftiations on cash use.

TRADE AND OTHER RECEIVABLES

SHORT-TERM TRADE AND OTIIER RECEIVABLES

Trade receivables
Provision for impairment oftade receivables

Tar refirnd
Other receivables

SHORT-TERM RXCETVABLES FROM RELATDD PARTIES

Trade receivables ftom related panies
Provision for impairment oftrade receivables from related
parhes

Curent part of loans granted to related parties
I)iscount recognized for loans

31.12.2010 31.12.2009
t9 376
168 2',11

1 8 5 3

t2 589
21 449

378

189 500 34 416

31.12.2010 31.12.2009
380 243 248 437

(8 874)
362 688 239 563
41 634
73 t39

13 803
62 391

477 461 315 757

31.12.2010 31.12.2009
I  060 615

(45 397)

1 t64 752

(84 20t)

l  0 1 5  2 1 8 I  080 551
297 000 I 450 336

(134 309)
| 312 218 2 396 574

On 25 March 201I receivables ftom BIPEK AUTO LLp to AZIA AVTO JSC were repaid for
the amount 0f500 000 thousand tenge though conclusion ofassignment agreement for claiming
right to Logistic Company LLP. Receivables ftom BIPEK AUTO LLp make KZT 469.816
thousand after assignment of claiming ght.

l )
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AZIA AYTO JSC
Notes to the Find clal Statenents lot the Yeat Ehded 3 1 Decembet 2010

Allanarkts are stated in KZT thousanh uless statedothewise

provides information about payments made for receivables from related

0 - 6
months

6 - 1 2
months yeaxs Total

2010

Trade receivables
pafiles

from related

LONG-TERM TRADE RXCETVABLDS

Trade receivables from employees for cars sold

Discount recognized for trade receivables ftom employees

LONG-TERM RXCEIVABLES FROM RILATDD PARTIES

Long-term portion of loans granted to related parties
Discount recognized for loans

500 000 180 000 3 8 0  6 r 5 I  060  615

s00 000 r80 000 380 6t5 r 060 6ls

31,12.2010 31.12.2009

20 033

(7 0s4)

23 406

(8 643)

12 979 14 763

31.12.2010 31,12.2009
831 669

(t'79 604)
35 000
('7 709)

652 065

26



AZIA AI/TO JSC
Nolet lo the Financial Stdtemmts fot the fet E ded31Decenber2011)

All anounts are stated in KZT thassa s unless stated otheNbe

y 2010 the Company entered into additional agreements to agrcements for loans
shareholders, under the terms and conditions whereof the matudty of the debt was

cxtended [or 24 months (2 years).

On 24 Dccember 2010 the Company's Board ofDirectors resolved that the parties shall settle the
debt according to the schedule in order to increase the liquidity of the Company. In this
connection, on 27 December 2010 additional agrcements to loan agreements were entered into,
under which shareholders shall repay the debts b), installments up to December 2012.

In the period from January to March 2011 members of the Company repaid debt in a&ount of
240,000 thousand tenge.

As at the date of conclusion of additional agreements, the effective interest rate detennined by
the Management was 13.73olo, which, as the Management believes, reflects the risks most
effectively.

The foliowing table provides infonnation on payments made under the loan agreements by
maturities.

2010

Loans gmnted to related parties

7. INVENTORIES

Mate als and raw mate als
Construction in progess
Finished goods
Other goods

0 - 6  6 - t 2  l - 5
months months years Total

240 000 57 000 831 669 1 t28 669

240 000 57 000 831 669 1 1.28 669

31.12.2010 3r.12.2009
344 150
3 732

991 108
64 382

369 871
2 t22

626 885
6A 264

| 403 372 | 0s9 r42

As at 31 December 2010 and 2009 the inventories are Dledeed as securitv for bank loans.

8. PROPERTY, PLANT AND EQUIPMENT

Propefiy, plant and equipment with book value of 2 562 440 thousand tenge are pledged as
security for bank loans (see Note 10).

In 2010 amofiization charges of 133 987 thousand tenge (2009: 165 429 thousand tenge) are
taken to the costs of selling goods lbr the amount of 34 881 thousand tenge (2009: 23 020
thousand lenge) to administrative expenses and selling expenses.

Book value of property, plant and equipment includes the value of fi.rlly amoftized property,
plant and equipment. Initial cost of fully amortized property, plant and equipment as at 31
December 20l0 makes KZT 200.979 thousand.



AZIA AVTO .ISC
Notes to the Financidl Statenentslot the vear En.ted3l Decehbet 2010

All anotnts are slated in KZT thousands unless staled athe ise

AS/ 't 3l 2008 the Company madea revaluation of property, plant and equipment. The
Consulting LLP, which is duly qualified and has aned the services of Premier

since 2004.

Fair value determined:
. Land plots - using the market information method, i.e. a method of direct compa son of

the objects assessed with other objects put for sale;
r Buildings and constructions - cost approach and market information method with

reconciliation of fi gures resulting from these approaches;
. Specialized equipment (equipment which is rarely or never sold on the market separately

from the sale ofthe whole busin€ss, such equipment is a part oD - amotised replacement
cost method:

r General equipment (equipment sold on the open market) - comparative approach.
Total fair value of revalued property, plant and equipment is reconciled with potential profit of
the Company with due account for its production capacity.
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AZIA AYTO JSC
Notes to the Financid Statenents fot the yeat Ended3l Decembet 20t0

All anounts are stated in KZT tho8ands unless stated othen,ise

Licens€
agreements Software

Other intangible
assets Tot.l

Historical cost
Balance at I January 2009
Balance at I Jauuary 2010
Additions
Written-off
Balance at 31 December 2010
Accrued amortization
Balance at 1 January 2009
Amortization charges
Balance at 1 January 2010
Amofiization charges
W tten-off
Balance at 3l December
2010
Book value
at 31 December 2009
at 31 December2010

(37s) (2 4r1) (l 807) (4 s99)

376 3 417 1 807 s 600
376 3 417 1 807 5 600

4t1
( l1r) o 807)

411
(1 918)

3 717 4 093

( t ) (814) (815)
(316) (3 231) (r 807) (5 414)

(re2)
l 1 l 1 8 0 7

(te2)
1  918

(376) (3 312) (3 688)

186 186
405 405

Ir 2010 amortization charges ofKZT 7 thousard (2009: KZT 79 thousand) are charged to
the cost of selling goods for the amount of KZT 185 thousand (2009: KZT 736 thousand) to
administative expenses and selling expenses.

IO. LOANS AND BORROWINCS

Below is the inlormation about tems and conditions of loal and credit agreements of the
Company valued at amonized cost.

Repayment terms and conditions ofoutstanding loans were as follows:

31.t2.2010 31,12.2009
Long-term loan liabilities
Cunent loan liabilities

5 231 727 s 111 442

3 l



AZIA AYTO JSC
Notes to tlte Finahclal Skttenents fo, lhe yeat Ended 3l De.enber 2014

All anonts are stated in KZT thousands unless stated otheN,ise

Culre
ncy

Maturity
date

Interest
rate Current Non-

curtent
Total
loans

31.12.2010
Komercni banka A.S.

Kazkommertsbank JSC

Kazkommertsbank JSC

Unsecured loans

31.12.2n09
Komercni banka A.S.
Kazkommeftsbank JSC

Kazkommedsbank JSC

Unsecured Ioans

USD
USD

KZT

KZT

USD
USD

KZT

KZT

2010
2010

2010

2 0 1 0

59'7 944

372 522

2 059 538

2 201 723

597 941
372 522

2 0s9 538

2 20t '723

2j%-3%

I4Vo

12,5%, t5%
'7,5%-9,5%

2,5%-3%

14%

12,50/,: l5o/"

7,5%-9j%

< 711 1)1 5 231 121

2010
20t0
2010

2010

3',13 335
3',7 4 94'7

2  059 538

2 303 622

373 335
374 947

2 059 538

2 303 622

5 l1.t 442 5 111 442

Bank loans are secured with the following assets:
. Property, plant and equipment with book value ofKZT 2,562,440 thousand (Note 8);
. Inventodes with book value ofKZT 1,399,640 thousand (Note 7).

Being refused by the bank in extension of maturities of loans and unsecured bonds, the major
holder whereof was Kazkommertsbank, the Company was forced to default. Debt recovery has
become an issue of legal proceedings. The Company acknowledges its obligations and has come
to coult for time-out on repayment. Preliminary consultations on this issue have been already
held. Legal proceedings are pending in court.

SKODA AUTO deliveries are financed with the facility of Komercni Banka. Loans are issued
uncollateralised under the insurance of EGAP Expofi Inswance Company; facility limit is USD
5 million. These loans are always repaid in due time or ahead of schedule. ln August 2010
Komercni Bank extended the loan availability period in the form ofrevolving short-tem funding
based on partial repayment till 30 June 201 1. There no overdue loans here. As at 3 I December
2010 debts made USD 4,054 thousand.

Within the first bond program dated 23 November 2006 the Company issued 3,000,000 coupon
bonds at Dar ofKZT 1.000.

31.r2.2010 31.t2.2009
2 32t 613
(t7 99t)

2 20t 723 2 303 622

The first issue of coupon bonds wjthin the first bond program made 1,000,000 bonds at par of
KZT 1,000. Circulation of the first issue coupon bonds issued within the first bond program
commenced on the date of admission to the official lists of KASE - 3 Januarv 2007. As at 31

Par value of bonds
Bond discount
Carrying amount of bonds

2 201 723

32



AZIA AVTO JSC
Notes to the Financial Stdtetne ts for the yeat Ende.t 3 1 Decenber 2010

Allanornts arc stated in KZT thausands uhless stdted othevise

10 1,000,000 coupon bonds of the first issue within the first bond program are

Ci tion period ofthe first issue bonds is three yeaxs. Coupon interest is paid on 3 July and 3
January. Bonds should have been redeemed simultaneously with the last coupon on 3 January
2010; however bonds have been redeemed in part.
As at 31 December 2010 debts on coupon bonds issued within the first bond program made:
pn clpal-KZT 922,200 thousand, interest KZT 41,038 thousand.
.For the fimt issue bonds, Specialized Interdistrict Economical Court of East Kazakhstan Oblast
granted AZIA AVTO JSC a year delay to repay debts to KXB Group.

Description
Number
ofbonds

(pcs)

Principal
payable,
KZT'000

Coupons
payable,
KZT'000

Comm€ntv.

KAZKOMMERTSBANK JSC 54 500 000

222 200

129 670

70 330

500 000

222 200

t29 670

70 330

22 250

9 888

5 '770

3  1 3 0

Repayment is
deferred until

September 20, 201I
Repaymeni is
defened until

Oc tobe r  13  ,201 I
Repayment is
deferred until

September 20,201l

R€payment is
deferred until

lann2Jy 2l , 2012

KAZKOMMERTSPOLICE
INSURANCE COMPANY
JSC

KAZKOMMERTS
SECURITIES JSC

KAZI(OMMERTS-LIFE
LIFE INSURANCE
COMPANY JSC

t 4

922 200 922 200 41 038

The second issue of coupon bonds within the first bond program made 2,000,000 bonds
at par of KZT 1,000. Circulation of the seconds issue coupon bonds within the first bond
progratn commenced on the date of admission to the official lists oIKASE - 30 Apdl 2007. As
at 31 December 2010 1,321,613 coupon bonds ofthe second issue within the fimt bond program
are placed.

Circulation period of the second issue bonds is three years. Coupon interest is paid on 30
April and 30 October. Bonds should have been redeemed simultaneously with the last coupon
within 15 business days after the circulation period end. i.e. 24 May 2010. The last coupon is
paid by the Company in full. As at 3l December 2010 debts on the second issue ofcoupon bonds
made: principal - KZT 1,279,523 thousand.

3 3
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AZIA AYTO JSC
Notes to the Financiul Statementsfot the ve Ended31December2010

All anounts arc stated in KZT thausands unless slated othe ise

1I. PAYABLES

Trade payables

Trade payables to related parties
j Labour costs

Ta,\es payable
Interests payable
utner payaDles

Other payables to related parties

31.12.2010 31.12.2009
30 456
t I6194
l9 648

75
7t  5 t5
84 715
8 245

44 955
102 732
4 2 7 r
15 208
107 426
3 426

330 848 278 018

12. PROVISIONS

Provision for employee's vacations accrued
Provisiol for penalties and fines accrued

Changes in the provision for unused vacations are as follows:

Balance at I January
Accnred
Used
Balance at 31 December

31.12.2010
20 103
163 188

31.12.2009
20 077

183 291 20 077

31.12.2010 31.12.2009
20 0'77
20 103

(20 077)

l 6  1 6 3
2D 077

(16 163)
20 103 20 077

Changes in the provision for penalties and fines accrued are as follows:

31,12,2010 31,12,2009
Balance at I January
Accrued
Used
Balalce at 31 December 163 188

The Company assumes liabilities on wananty service and repair in case of any
manufacturing defects, Based on its expedence, the Company decidgd not to form a provision
for wararty service as in 2010 and 2009 the expgnses incurred on waranty service were fully
reimbursed by the components suppliers. The similar agreement has been signed for 201L

163 188

36
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AZIA AWO JSC
Notes to the Financid Statements lor the Yeu En.le.l 3 | Decenber 2010

All anounk ale stated in KZT tho6and: unless stated otheNise

Share capital

Authorized shares (pieces)
' Shares in circulation at the beginning of

the year (pieces)

Paid in cash (pieces)

Paid at nominal value (thous. tenge)

Paid at the placing price (thous. tenge)

Shares in circulation at the end ofthe
year, paid in full (pieces)

Balushkin Anatoliy Mikhailovich
Dzhumaabayev Vladimir Viktorovich
Pomortsev Konstartin Valgntinovich
Bogdanov Anatoliy Nikolayevich
Mandiyev Yerzhan Orazbekovich
Popov Vladimir Olegovich
Potapov Igor Nikolayevich
Turkin Andrey Vladimirovich
BIPEK AUTO LLP

Common shares
2010 2009

Prefered stock
2010 2009

133 33s

100 000

| 407 8s6

9 990

133 335

100 000

1 40',1 856

9 990

1 000 I 000

100 000 100 000

Holders ofcommon shares are entitled to dividends declared from time to time and to vote at the
Company's meetings under "one share-one vote" rule.

(b) The Company's Owners

As at 31 December 2010 ownership shares were as follows:

As at 31 December 2009 ownership shares were as follows:

BalusLrkin Anatoliy Mikhailovich
Khlavnovich Maksim Romanovich
Pomortsev Konstantin Valentinovich
Bogdanov Anatoliy Nikolayevich
Mandiyev Ygrzhan Orazbekovich
Popov Vladimir Olegovich
Potapov Igor Nikolayevich
Turkin Andrey Vladimirovich
BIPEK AUTO LLP

(c) Dividends

In 2010 and 2009 dividends were not declared.

6'7,9320/"
9,99%
5,994%
4,99s%
3,996%
3,996%
1 , 7 l r %
|,286%
o,r%

67,932%
999%
5,994%
4,995vo
3,9960/o
3,996Vo
|,7fi%
1,286vo
0,1%
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shares in circulation during the year. The Company has

AZIA AYTO JSC
Notes to the Fina cial St.ttementsfot the veat Endett 3l Decenber 2010

All dnounts are stated in KZT tha sands nless stated othe^tise

r share are based on net profit for the year and the weighted average number of
no potential dilutive common

shares.

Income (Loss) for the period

Weighted average number ofcommon shares in
circulation (pieces)

Earnings (Loss) per share, basic and diluted (tenge)

Assets (KZT'000)
lntangible assets (KZT'000)
Liabilities (KZT'000)
Share capital (KZT'000)
Nel assets for common shares (KZT'000)
Nunber ofoutstanding common shares (pieces)
Book value of one common sharc (KZT)

31.12.2010 Jl.12.2009

159 089

100 000

(709 613)

100 000

(7 096)

(e) Book value per sharc

As at 31.12.2010 and 31.12.2009 the Company has no prefened stock placed.

In accordance with Appendix 6 to the Listing Rules approved by the resolution ofthe Exchange
Councii of Kazakhstan Stock Exchange JSC (Minutes of the meeting No. 22 dated 4 October
2010), book value per common share is calculated by the fomulal

BVq5 : NAV / NOs5, where

BVcs book value per common share as at the calculation date:

NAV net asset value as at the calculation date;

NOcs number of outstanding common shares as at the calculation date.

Net assets for common shares are calculated by the formula:

NAV: (TA IA) - TL PS, where

TA - total assets in the statement offinancial position ofissuer as at the calculation date;

IA intangible assets in the statement offinancial position ofissuer as at the calculation date;

TL total liabilities in the statement offinarcial position ofissuer as at the calculation date;

PS prcfered stock in the statement offinancial position ofissuer as at the calculation date.

1 5 9 1

31..12.2010 31,12.2009
8 384 797 7 324 450

405 186
6 466 850 5 565 592
1 4t7 846 1417 846
499 696 340 826
100 000 100 000
1997 3 408

3 8



j,j!!;) AZ]A AYTO JSC
Notes to the Finsncial Statemen^ fot the vev Ended 3 I Decenber 20 10

Allanouhts are stated in KZT thousandstnless statedothemise

CEEDS FROM SALE OF OWN PRODUCTS

Revenue from sale of cars assembled by the Company

Cars returned

Revenue from purchased-for-sale cars sold and other
lnventones

Revenue ftom other finished goods sold
Revelue liom operating lease

16. COST OF OWN PRODUCTS SOLD

Cost ofcars assembled by the Company sold (including salaries)

Payroll expenses

Cost ofpurchased-for-sale cars sold and other inventodes
Cost of other finished goods sold
Cost ofoperating lease

2010

7 385 336

(30 s87)

2009

3 s88 974

(29 434)

7 354749 3 559 540

15. PROCEEDS FROM SAI,E OF OTHER INVENTORIES AND SERVICES
PROVIDED

2010 2009

5'78 696
'7 495
1 1  8 0 1

| 1'17 812

24 074
1 4  5 5 1

597 992 r 816 437

2010 2009

5 476 511

156262

2 690 2t0

r  13 954
3 476 'tl 2 690 210

17. COST OF OTHER INVENTORIES SOLD AND SER!'ICES PROVIDED

2010 2009

579 844
6 494
8 273

1 748 683
21 800
13 450

s94 611 t 783 933

39



AZIA AVTO JSC
Notes to the Financiql Stitements fot the Year Ended 3 I Decenber 2010

All anounts arc stated in KZT thousak.ls unless stated athe^tiie

ENSES ON SALE OF PRODUCTS AND PROVISION OF SERVICES

2010 2009
Salaries and deductions
Car tmnspo(ation services
Advertizing services

Agency fee (for car sa.le sewices)

Pre-sale prepaxation
Lease
Depreciation of PP&E and amortization of intangible assets
Other expenses

19. ADMINISTRATIVEEXPENSES

Salaries and deductions

Depreciation ofPP&E and amortization of intangible assets
Public Utilities
Bank fee
Taxes
Security services
Check, Togliatti and Moscow represgntative offices
maintenance costs

Auditing and consulting services
Overhead costs
Airdaft station maintenance costs
Depreciation costs (recovery of receivables)

Foreign exchange costs
Travelling expenses
Expenses on underutilization of capacities
Other expenses

20. FINANCE INCOME AND FINANCE COSTS

8 063
l0l 497
2742

314 652

t27 t t8
2 348
6 545
t'7 863

8 295
29 370
| 502

214235

1 1 6 8 6
8 1 9

7 359
7 828

580 828 28t 094

2010 2009
103 994
28 521
t7 486
57 3't8
44 781
t5 t62

27 149

l t '7 '70
36 062
l9 583

(30 t24)
24 301
32 790
60 42'/
54 26'7

88 565

t6 397

12 718
l0  733
53 264
l 5  3 3 1

24 239

6 820
33 820
42 653

25 283

22 848
l7 244
168 899
42 551

503 s47 581 36s

2010 2009
Income liom discounting (amortization of discount) 120 233 99 228
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Loan-nterest paid in KZT

AZIA AWO JSC
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AIlamoMts are stated in KZT thousands unless state.t athenlise

2010 2009

Loan interest paid i[ foreign curgncy

Bond interest expenses
Bond discount amortisation
Receivables discounting

2I. OTHER GAINS OOSS)

Loss from property, plant and equipment sold
Exchange gain (loss)
Loss ftom foods services
Other gains
Proceeds fiom deposit
Loss ftom fines accrued
Proceeds ftom penalties

22, TNCOME TAX SA!'INGS (EXPENSES)

(a) Income tax savings (expenses)

CuEent income ta,\
Defered income tax
Income tax (expense) / savings

Profit (loss) before tax
Effective income tax rate
Estimated tax at effective mte
Tax effect ofnon-deductible expenses and non-taxable
profit
Deferred ta\ due to changes in tax rates
Income tax expense / (savings)

(272 86s) (e6 161)

41 043

24 628

31 980
l7 500
t56230

358 232

59 541

212 487
57 480
138 770

271381 826 s10

2010 2009
(l 636)
4 393

(6 898)
8 7 t 6

Q97 32'7)
l9  887

(195)
(188 807)
(4 t44)
6 344
300

90 341

2010 2009

(2t4 t42) 74 455
(2r4 142) 74 455

(b) Reconciliation of effective tax rate

The amount of corlorate income ta,r differs from its theoretical ammcourlt calculated as a
product oftaxable profit and corporate income ta{ rate as follows:

2010 2009
373 23r
20,00vo

(784 068)
20,00%

'74 646

54 682

84 814

(1s6 814)

83 2s9

(e00)
214 142 (74 4ss)



2009 amount of defered tax assets and liabilities changed due to change in colporate

AZIA AYTO JSC
Notes to lhe Financidl Stiteme ts fot the veit Entted 3I Decenber 2010

Allanaunh ate stated in KZT thousahds uhless slated othetuise

yatel, ir\ 2009 - 20Vo: in 2010 - 17.syo. ir\ 20ll - 1570 in accordance with the Tax
Code of the Republic of Kazakhstan adopted on I 0 December 2008.
In 2010 canying amount ofdefened tax assets and liabilities were adjusted due to establishment
of 20ol0 corpomte income tax rate for 2010 - 2012.

(c, Deferred tax liabilities

31.12.2010 31.r2.2009
Defeoed ta,\ asset
Defened ta\ liability

(98 659)
437 915

(r42 371)
267 485

339 2s6 t25 tl4

Defered tax assets and liabilities are recognised on the following items:

31.12.2010 31.12.2009
Propgrty, plant and equipment and intangible assets
Provisions
Loss canied forward
Defened tax (asset) liabilif

Movement oftemporary difference was as follows:

At 1 January
Recognised in equity
Charged to income ald expenses
At 3l Decamber

23. STATEMENT OF CASH FLOWS

Non-monetary trarsactions were excluded from the statement
monetary transactions are stated below:

Financing activities
Exchange gains on loans
Exchange loss on loans
Repayment ofbonds through offset oftrade receivables
Operating activities
Offset of trade receivables
Repayment olinterest on bonds through offset oftrade
receivables
Exchange gains on interest
Exchange loss on interest

43'7 9t5
(36 6s8)
(62 001)

267 485
(3  01 r )

(139 360)
339 2s6 t25 tt4

2010 2009
r25 tl4

214142

199 569

(74 4ss)
339 256 125 114

Taxable profit (loss) of the Company for 2010: income of KZT 392,957 thousand; for 2009
loss of KZT 503,616 thousand.

of cash flows. Mate al [on-

2010 2009

19 343
t3 832
75 399

267 306

51 653

534
3 1 1

43 559
246l5l

| 033 t79

| 247
5 298
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RISK MANAGEMENT

Summary

Use of financial instruments exposes the Company to the following dsksl
. credit risk;
. liquidity risk:
. markel risl

(a) Credit risk

Credit risk is a risk of financial losses of the Company resulting from failure of clients or
counterparties on a finalcial inshument to perform their contract obligations and mainly
connected with accounts receivable from the Company clients.
Exposure of the Company to credit risk mainly depends on characteristic features of each
specific client.
The Company establishes a provision for impairment being its estimate of losses incuned with
respect to fade and other receivables. The basic components of this provision are: actual loss
component relating to individually significant risks.
As for advances paid for works and services to be performed, contacts p.ovide for penal
sanctioDs and conditions of advance payment return in case of failule to perfom contact
obligations.

Concentration of credit risk

Maximum gxposure to credit risk equals to the carying amoults offinancial assets:

Cash
Trade and other receivables

r'70124 21 827
2 413 089 2'740 586

Note

5
o

2010 2009

2 583 213 2 762 413

Below are counterparties making 3 or more percent in total sales or trade receivables.

2010 20n9
DIPEK AUTO LLP
State Institution "Head Quaters ofthe Border Service ofthe
RK National Security Committee"
KMakhstan Temirzholy Branch, Facilities Administration
Internal Affairs Department ofEast KMakhstar Oblast

Trade receivables are concentrated in Kazakhstan.

1 %

3%
3%

19%

6%

t %

As at the repofiing date credit sk was conceltrated in tade receivables and loans to related
parlies.

Below are accounts receivables fiom the most material related Dartv.
2010 2009

969 816 1 146144BIPEK AUTO LLP
969 816 1 146 r44
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airment

incurrence.
2010 2009

Undue
Overdue for less than 90 days
Overdue for 91-180 days
Overdue for 181-360 days
Overdue for more than a year

Movements of provision for impairment of tade
follows:

Provision for impairment oftrade receivables from
related parties at I January
(Reversed) accrued in the repodng pe od
Written off against provision
Provision for impairment oftade receivables from
related parties at 31 December

l7 555 4874

receivables fiom related panies were as

Note 2010 2009

52 584
9 935

115 092
954 641
224 452

57 896
6 5  3 l l
100 700
2t 263
138 602

I 356 704 383 712

Overdue receivables of KZT 500,000 thousand were setoff against payables and repaid for the
amount ofKZT 240,000 thousand (Note 6).

Movements ofDrovision for impairment offade receivables were as follows:

Note 2010 2009
Provision for impairment oftrade receivables at 1
January
(Reversed) accrued in the reporting pe od
Written off agaiNt provision
Provision for impairment oftrade receivables at 3l
December

8 874

8 681

t6 026

(7 152)

84 201

(38 804)

5 t  766

32 435

45 397 84 201

Discount recognised in respect oftrade receivables was as follows;
Note

Discount recognised in respect oftrade receivables at I
January
Receivables discounting
Amortisation of receivables discount
Discount recognised in respect of tade receivables at 31
December

2010 2009

8 643

I  106
(2 69s)

r0 244

(1 601)

8 6437 054
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sed in respect ofloars was as followsi
2009Note 2010

Discount recognised in respect ofloans at 1 January

Discounting
Amofi isation of discount
Discount recognised in respect ofloans at 31
December

142 018

t55 t24
( 1 1 7  s 3 8 )

100 875

t38 7'70
(97 62'/)

179 604 142 018

Based on the past experience, the Company believes that no impairment provision needs to be
established for undue trade receivables and debts overdue for less than 30 days. Provision for
debts overdue for more than 30 days is charged on an individual basis.
Allowance account for impailment of trade receivables are used to reflect impairment loss unless
the Company believes that the amount due cannot be recovered; in this case the amount which
cafflot be recovered is written offby direct reduction ofthe respective financial asset value.

(a) Liquidity risk

Liquidity risk is a risk that the Company will fail to perform its financial obligations as they fall
due.
The table below summa es the infomation oD contactual non-discounted payments under the
Company financial obligations by maturities ofsuch obligations with due account for subsequent
events extending the maturities.
Outflow

0 - 6  6  1 2
Note months months 1 - 5 years Total

2010
Loalls
Unsecured bonds
Trade and other payables less
taxes payable

980 245 1 356 8r9 3 22s 436 s 562 500

r0 s97 944 - 2432060 3 030 004
l0 194 459 1 213 888 793 3',76 2201 723

I  1  t87  842 142 931 330'773

Note
0 - 6

months
6 1 2

months Total1 - 5 y e a m
2009
Loans
Unsecured bonds
Trade and other payables less
taxes payable

t 0
l 0

369 457
44 000

2 438 363
2 259 622

2 807 820
2 303 622

1 l
21.8789 74 963 293 '752

s 405 194632 246 4 772 948



Market risk

Market risk is a risk that changes in market prices such as foreign cuaency exchange rates,
interest rates and p ces for equity securities will have adve$e effect on the Company profit or
value of financial iDstruments the Company holds. Market sk is managed to control the
Company's exposurc to market risk and observance of the acceptable market risk limits with
optimisation of retum on risk assets.

Price risk due to changes in prices for finished goods
The Company is exposed to fluctuations in prices for automotive vehicles on the world markets.
The Company monitors changes in prices on a monthly basis.

Currency risk
Cunency risk is a risk that value offinancial instruments will fluctuate due to changes in foreign
cunency exchange rates.
Short-term arrd long-term debts of the Company denominated in USD, EUR and other foreign
curencies are accounted for in KZT. Fall ofKZT versus foreign currencies may cause groMh of
the Company expenses related to exchange rate growlh.
Risk ofchanges in exchange mtes exists in rglation to future business transactions and liabilities.
The management does not use hedge instruments to mitigate the effect of currency risk.
The Company exposure to cunency dsk, based on nomina.l values, was as followsl

AZIA AWO JSC
Notes tothe Finmcial Stutements fot the Yeat Ended 31 Decenbet 2010

Allanounts are stated in KZT thousantls unless state.t athen!ise

Other TotalNote USD EUR
2010
Cash

Trade and other
receivables
Borowings

Tlade aod other
payables

2009
Cash
Trade and other
receivables
Bonowings
Trade and other
payables

t87 647

2 406 256

(4 261 261)

(323 432)

6

6

l 0

l l

5

6

1 0

1 l

5 1 3

(9'70 466)

(5 954) ( l  l 7 l )

I 853 189 500

4 149 2 410 918

(s 231 121)

(2t6) (330 773)

(r 990 790) (97s 907) (1 171) s 786 (2 962 082)

34 038

2 740 069

(4 363 160)

(231 464)

(748 282)

(25 621)

378

517

(5'125)

34 416

2 740 586

(5 111 442)

(262 8r0)

(1 820 517.) (773 903) (4 830) (2 s99 2so)

Interest rate risk

Interest rate risk is a risk of that value of hnancial
market interest rates reducing retum on investments

instruments will fluctuate due to changes ln
and increasing payments on bonowed funds.

4f)
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tnereol.
The Company management is liable for making decisions concerning borro\rings on market
conditions, sk of debt financing at the above market interest rates and risk of influence of
interest rate changes on cash flows to ensure acceptable exposure to these sks. Derivative
financial instruments are not used to decrease exposure to interest rate risk.
Exposure ofthe Company to interest rate risk relates mainly to longlerm debt obligations ofthe
Company.
The Company management has no official policy as to the allocation ofinterest rate risk between
fixed rate and floating rate loans.
When bonowing funds, the management resolves, based on its professional judgement, what
interest rate will be the most favourable.
(c) Fair value

The Company management beligves that the fair values of financial assets and liabilities
approximately equal their carrying amounts.
As for trade receivables and payables maturing within six months, the fair values insignificantly
diller from the canying amounts as the time value ofmoney is insignificant.
The fair values of financial assets and liabilities and their canying amounts !r'hereat they are
recognised in the balance sheet are as follows:
The fair values of financial assets and liabilities included in the financial statements are the
amounts, for which an instrument may be exchange iD a cuuent transaction betwecn the
interested parties other than forced sale or liquidation.
The followins methods and assumDtions were used to determine the fair values:

r Fair values of cash, trade receivables and payables, and other current liabilities
approximately equal to their carrying amounts mainly because these instruments will be
' . ^ " i ,1  i -  r l ' . . . . '  C . i , , ' .

r Fair values of inshuments not traded on an active market, loans issued by the bank and
other organisations are detemined though discounting of future cash llows using the
cunent rates for debts with similar conditions, credit risk and telms to maturity. The
Company management believes that the carying amounts of such tools approximately
equal to their fair values.

(d) Capital risk managemcnt

Despile a low debt-to-equity ratio, the Company develops procedures to manage capital risk in
order to continue as a going concem.

31.12 .2010 31.1.2.2009
BoIrowings

Trade and other payables

Less cash
Nct debt
Equity

Net debt to equify ratio

5 23t 727

330 848

(189 500)
5 373 075

5 l l t  4 4 2

2 7 8  0 t 8

(34  416)

5 355 044
| 91.7 947 I 758 858

0,36 0,33
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(a) Transactions with key management personnel

Below are the key management benefits for the reporting period recognised
cxpenses (see Note 18).

2010
Salaries and bonuses 10 733

OIher entities
189 106 | 220 073 984 652

2009

fhere uere no other paymenls or benefils to the management.

(b) Othcr Related-Party Transactions

For the purposes ofthese financial statements parties shall be considered related ifone ofthem is
in the position to control the other or render significant influence on making operational and
financial decisions by the other paty, or such pafties are under the common controi. When
considering each possible related pa(y relationship, both the substance of the relationship and
their legal form are considered. Ultimate shareholders are disclosed in Note 13.
Related-pafty transactions include tansactions with the entities wherein the Company
shareholders have participation interests (other entities) and shareholders, effected on the
conditions that were not offered to the third parties.

Sales 1 Purchases
rclate from related Debts ofrelated Debts to related
parli( parties parties* pafties*

2010
189 t06 t220073 984 652

AZIAAYTO JSC
Notes to the Fi nhcial Stitenents fot the veu En.led 3 I Decehbet 2010
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in administrative

2009
1 0  1 6 1

124 439
124 439

Other entities

2010
Company shareholders
Other entities

2009
Company shareholders
Other entities

I 177 398 l  7 r2 558 r 457 665 102 732
I 177 398 1 7 1 2  5 5 8 1 457 665 102 732

Loans issued
Loans Debts oflelated

received parties*
Debts to rclated

parllesr

52' t  t3 947 636
29 824

52 713 977 460

353 693 938 913
2.t 291

353 693 966 204

* See Note 6
** See Note 1l

All debts are unsecured. Debts are repaid based on the related parties' solvency. Repayment
schedules are rer iened on a regular basis.
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a,.l Pricing policy

P ces goods and services for related parties and those for the thild parties arg the same.

26. CONTINGENTLIABILITIES

Insurqnce

Kazakhstan insuance market is at the development stage and many forms of insu€nce
protection, usual for other countries of the world, are rot widely available in Kazakhstan yet.
The Company does not have full coverage in respect of production capacities, business
interruption, or civil liability arising from damage of property or environmgnt as a result of
accidents with the propefiy or operatioDs of the Company. Until the Company obtains adequate
insurance coverage, there is a risk that loss or deshuctions of cetain assets may have matedal
advcrse effect on the Company transactions and financial position.

The Company entered into compulsory civil liability insurance contracts in accordance with the
laws ofthe Republic ofKazakhstan,

Envirohmental issues

The Company measures its environmental pollution liabilities on a regular basis. As the
liabilities are revealed, the same are immediately recognised in the financial statements. The
Company has applied for and obtained a pollution source pennit from East Kazakhstan Oblast
Tenitorial Administration for Environmental Protection.
Expenses lor environmental protection in 2010 made KZT 93 thousand.

TaLxatiorr

Kazakhstan tax system, being relatively new, is characterized by ftequent changes in legislative
regulations, official explanations and cout rulings, which are often unclearly stated and
contladictory. Besides, different ta\ authodties follow different interpretations of tax laws.
Inspgctions are carried out by several regulatory bodies authorized to impose heavy fines and
charge penalties and interests. Tax year is open for inspection by tax autho ties during the
subsequent five calendar years; however under certain circumstances this term may be increased.

These circumstances may result in tax risks in l(azakhstan to be considerabiy higher than in
other count es. The management believes that there is no material uncefiainty in tax issues.

Leg clnirrlt

In the course of its day-to-day operations the Company is an object of court proceedings and
claims. The management believes that total obligations, if any, resulting from such trials and
claims will not have material adverse effect on the Company financial position or performance.
In 2010 the following claims were filed against the Company:
. Insurance Company Kazkommerts-Police JSC filed a claim for recovery ofbond debt of
KZT 232,08'7,900 and reimbursement of the state duty of KZT 6,962,637. Decision of the
Specialized Interdistrict Economic Cout dated 19.03.2010 states: to sustain the claim, to recover
KZT 239,050,53'l from AZIA AVTO JSC. By the ruling of Appeal Judicial Board ol East
Kazakhstan Regional Court dated 13.10.2010 AZIA AVTO JSC was allowed a suspension of
judgment for 1 year.
. Kazkommerts Securities JSC filed a claim for recovery ofbond debt ofKZT 135,440,3i5
and reimbursement of the state duty of KZT 4,063,209.45. Decision of the Specialized
Interdistrict Economic Court dated 25.03.2010 states: to sustain the claim, to rccover KZT
139,503,524 from AZIA AVTO JSC. By the ruling of the Specialized Interdistrict Economic
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20.09.2010 AZIA AVTO JSC was allolv€d a susDension of the East Kazakhstan
pecialized Interdistrict Economic Court judgment for 1 year up to 20 September 2011.

By lhe ruling of Appeal Judicial Board of East Kazaldstan Oblast Court dated 20.10.2010 the
ruling ofSIEC dated 20.09.2010 was affinned.
. Kazkommertsbant JSC filed a claim for recovery ofbond debt ofKZT 522,250,000 and
reimbursement of the state duty of KZT 15,667,500. Decision of the Specialized Interdistrict
Economic Court dated 1 8.03.2010 states: to sustain the claim, to recover KZT 537,917,500 from
AZIA AVTO JSC. By the ruling of Appeal Judicial Board of East Kazakhstan Oblast Court
dated 20.09.2010 AZIA AVTO JSC was allowed a suspension of judgment for 1 y€ar up to
20 September 2011.
. Life Insurance Company Kazkommerts-Life JSC filed a ciaim for recovery of bond debt
of KZT 73,394,934.51 and reimbusement of the state duty of KZT 2,201,848.04. Decision of
the Specialized Interdistrict Economic Cout dated 20.09.2010 states: to sustain the claim, to
recover KZT 75,596,783 from AZIA AVTO JSC. By the ruling of the East Kazakhstan Oblast
Specialized Interdistrict Economic Court dated 21.01.2011 0udge A.K. Kusmanova) an
application ofAZIA AVTO JSC for suspension ofjudgement dated 20.09.2010 in the action of
Lile lnsurance Company Kazkommerts-Life JSC to recover a debt of KZT 73,394,934.51 was
sustained in pafi, AZIA AVTO JSC was allowed a suspension of the East Kazakhstan
Oblast Specialized Interdistrict Economic Court judgment for 1 year up to 21,01,2012. Life
Insurance Company Kazkommerts-Life JSC and AZIA AVTO JSC filed special appeals against
this ruling; the date ofdetermination by the court ofappeals is not established yet.
. Kazkommertsbank JSC filed a claim against AZIA AVTO JSC and its affiliates (15) for
recovery of debt of KZT 2,500,'754,105 and levy of execution upon collateml. Decision ofthe
Almaty Specialized Interdistrict Economic Coun da&d 02.11.2010 statest to recover KZT
2,429,090,274 tom AZIA AVTO JSC to Kazkommeftsbank JSC, to levy execution upon
collateral, to recover judicial expenses for payment of the state duty of KZT 72,8'12,708 and
expenses ofKZT 2,382,418 for the professional services of AlmatyExpertiza LLP (valuation of
oollateral). By the ruling of Appeal Judicial Board dated 06.01.2011 the decision ofthe Almaty
Specialized Interdistrict Economic Court dated 02.11.2010 was modified as follows: to recover
debts of KZT 2,399,739,154 and state duty ol KZT 71,992,1'14.62 from AZIA AVTO JSC.
Cassational appeals were filed on these decisions; the date of detemination by the court of
cassation is not established as at the financial statements issue date.

Guara lee obligations

AZIA AVTO JSC is jointly and severally responsible to Kazkommertsbank JSC for pefomance
by M.R.Khlavnovich of all obligations under the Credit Facility Agreement No.VIP-01/07 dated
28.02.200'7 with a limit of USD 200,000 for the period up to 06.03.2022. During 2010 the
Company paid interest and principal for M.R.Khlavnovich for the amount of KZT 866 thousand.
As at 3l December 2010 AZIA AVTO JSC made guamntee payments for the amount of KZT
9,974 thousa4d tenge.

Conlingent litbilhies

One of ihe Company's contingent liabilities is compiiance with Republic of Kazakhstan
Government Order No. 1054 dated 15.10.03 "On Approval of Product Processing Sufficiency
Criteria". In case of failure to meet this Order the Company falls from the right to use the
decision on the right to establish a free warehouse which entails additional expenses in the fom
of customs duties. The Company management believes that the Company takes all necessary
measures to meet the conditions established by this Order if the Republic of Kazakhstan
Government.
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27. SUBSEQUENT EVENTS

In March 2011 the Company begar production of the following vehicles of KIA brand: compact
crossover KIA Soul, sport utility vehicle KIA Spofiage, business sedan KIA Optima and luxury
sedan KIA Cadenza.

In the 1" quarter of 2011 loans granted 10 related parties were repaid for the amount of KZT
240,000 thousand (Note 6).

In March 2011 receivables of BIPEK AUTO LLP anountins to KZT 500.000 thousand were
repaid through offset (Note 6).

During the period ftom January till March 20ll the Company entered into agreements for
extention of bond debt maturities vp to 2012 2013 for the total amount of KZT 947,950
thousand (Note 10).

President
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G.V.Mokina


