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Translation from the original in Russian

STATEMENT OF MANAGEMENT'S RESPONSIBILITIES FOR THE PREPARATION AND
APPROVAL OF THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2006

The following statement, which should be read in conjunction with the independent auditors” responsibilities
stated in the independent auditors’ report set out on pages 2-3, is made with a view to distinguishing
the respective responsibilities of management and those of the independent auditors in relation to the
consolidated financial statements of Joint Stock Company Central Asian Fuel Energy Company
(“CAFEC”) (hereafter — the “Company™) and its subsidiaries (hereafter — jointly the “Group™).

Management is responsible for the preparation of consolidated financial statements that present fairly the
consolidated financial position of the Group as of December 31, 2006, the consolidated results of its
operations, cash flows and changes in equity for the year then ended, in accordance with International
Financial Reporting Standards (“IFRS™).

In preparing the consolidated financial statements, management is responsible for:

Selecting suitable accounting principles and applying them consistently;
Making judgments and estimates that are reasonable and prudent:

»  Stating whether IFRS have been followed. subject to any material departures disclosed and explained
in the consolidated financial statements: and

e  Preparing the consolidated financial statements on a going concern basis, unless it is inappropriate
to presume that the Group will continue in business for the foreseeable future,

Management is also responsible for:

e  Designing, implementing and maintaining an effective and sound system of internal controls,
throughout the Groug:;

s+  Maintaining proper accounting records that disclose, with reasonable accuracy at any time,
the consolidated financial position of the Group, and which enable them to ensure that the consolidated
financial statements of the Group comply with IFRS;

e  Maintaining statutory accounting records in compliance with legislation of the Republic of
Kazakhstan;
Taking such steps as are reasonably available to them to safeguard the assets of the Group: and
Detecting and preventing fraud, errors and other irregularities,

The consolidated financial statements for the vear ended December 31, 2006 were authorized for issue on
July 5, 2007 by the Management of the Group.

On behalf of the Management

$ .

e L TG | r Kl
Artambayeva G. D. 29\, woxna - Kibdrakhmanova P. O.
President

July 5, 2007



Translation from the original in Russian

INDEPENDENT AUDITORS' REPORT
To the Shareholders and Management of Joint Stock Company Central Asian Fuel Energy Company:

We have audited the accompanying consolidated financial statements of Joint Stock Company Central
Asian Fuel Energy Company (hereafter — the “Company™) and its subsidiaries (hereafter — jointly the
“Grroup”), which comprise the consolidated balance sheet as of December 31, 2006, the consolidated
income statement, and the statements of changes in equity and cash flows for the year then ended. and a
summary of significant accounting policies and other explanatory notes (the “consolidated financial
statements™),

Management’s responsibility for the consolidated financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards. This responsibility includes:
designing, implementing and maintaining internal control relevant to the preparation and fair presentation of
consolidated financial statements that are free from material misstatement, whether due to fraud or crror;
selecting and applying appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances.

Auditors’ responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit.
We conducted our audit in accordance with International Standards on Auditing. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditors’ judgment, including an
assessment of the risk of material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments. the auditors consider internal control relevant to the
Group’s preparation and fair presentation of consolidated financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Group’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion on accompanying consolidated financial statements.



Translation from the original in Russian

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects the consolidated
financial position of the Group as of December 31, 2006, and its consolidated financial performance and cash
flows for the year then ended in accordance with International Financial Reporting Standards.

Emphasis of matters

Without qualifving our opinion, we draw attention to Note 44 to the consolidated financial statements
which discloses the Group's significant operations with related parties on terms that might not be
necessarily available to third parties,

Tatyana Gutova
Engagement Partner
Qualified auditor
Qualification certificate #00003 14,
Republic of Kazakhstan
Deloitte, LLP
Audit license for Republic of Kazakhstan #0000015,
type MFU - 2, issued by the Ministry of Finance of the Nurlan Bekenov
Republic of Kazakhstan dated September 13, 2006. General Director
Deloitte, LLP

July 5, 2007
Almaty, Republic of Kazakhstan
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JOINT STOCK COMPANY CENTRAL ASIAN FUEL ENERGY COMPANY
AND ITS SUBSIDIARIES

CONSOLIDATED BALANCE SHEET

AS OF DECEMBER 31, 2006
(in thousands of tenge)
Notes 2006 2005
ASSETS
NON-CURRENT ASSETS:
Property, plant and equipment 6 12,370,080 11,759,326
Goodwill 7 706,208 692,102
Intangible assets 8 36,003 28.868
Investments 37.557 1,281
Finance lease receivables 9 - 6,219
Loans to customers 10 10,007,335 3.687312
Advances paid for acquisition of non-current assets 14 1,619,150 145,806
Other non-current assets 11 203,623 173,987
Total non-current assets 24,979,956 16,494,90]
CURRENT ASSETS:
Inventories 12 805,770 878,025
Current portion of loans to customers 1o 5,360,210 2. 880,938
Trade accounts receivable 13 Bid.241 907,627
Advances paid 14 919,841 932,071
Taxes recoverable and prepaid 13 103,870 52,737
Current portion of finance lease receivables 9 6219 17.428
Other accounts receivable 16 632,080 2,118.250
Investments 17 1.788.338 300,001
Cash and cash equivalents 18 1,310,988 470,087
Assets held for sale 19 337.208 -
Total current assets 12,098,765 8,757,164
TOTAL ASSETS 37,078,721 25,252,065
EQUITY AND LIABILITIES
EQUITY:
Share capital 20 300,000 300,000
Revaluation reserve 39907 -
Retained eamings 13.453.712 11,238,338
Equity attributable to equity holders of the Parent 13.793.619 11,538,338
Minority interest 21 5,856,833 4.304.062
Total equity 19,650,452 16,042,400




Translation from the original in Russian

JOINT STOCK COMPANY CENTRAL ASIAN FUEL ENERGY COMPANY
AND ITS SUBSIDIARIES

CONSOLIDATED BALANCE SHEET (CONTINUED)
AS OF DECEMBER 31, 2006

(in thousands of tenge)
Notes 2006 2005
NON-CURRENT LIABILITIES:
Bonds issued 22 6.268.385 500,000
Long-term loans 23 575.055 1,070,631
Finance lease obligations 24 7.861 4,660
Deferred tax liabilities 25 1.037,289 598,415
Custamer accounts 26 1,857,174 -
Subordinated debt 27 1,818,128 -
Other non-current linhilities 28 48.730 -
Total non-current liabilities 11,612,622 2,173,706
CURRENT LIABILITIES:
Trade accounts payable 29 483,429 500,231
Current portion of customer accounts 26 2,067,978 1,922,964
Short-term loans and current portion of long-term loans 30 865,954 2,698,898
Advances received 31 485,473 768,045
Taxes and non-budget payable 2 898,350 723,802
Current portion of finance lease obligations 4 10,647 12,748
Other liabilities and accrued expenses 33 342,409 409,271
Liabilities directly associated with assets held for sale 19 161,407 -
Total current liabilities 5815,647 7.035,959
TOTAL EQUITY AND LIABILITIES 37,078,721 25,252 D65

On behalf of Group Management /-5 i)
= ) L o TOMATEEAS "i,.-: Ty = i
Ul {54 e o2 (i 0078
Artambayeva G. D, E X‘: » v /. Kabdrakhmanova P. O.
President - ~ -/ Chief Accountant
July 5, 2007 July 5, 2007

The notes on pages 10-68 form an integral part of these consolidated financial statements, Independent Auditors’
Report is on pages 2-3,
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JOINT STOCK COMPANY CENTRAL ASIAN FUELENERGY COMPANY
AND ITS SUBSIDIARIES

CONSOLIDATED INCOME STATEMENT
FOR THE YEAR ENDED DECEMBER 31, 2006

{in thousands of tenge)
Notes 2006 2005
CONTINUING OPERATIONS
REVENUE N
Electricity and heat production and other 34 8,541,091 7,385,000
Finance services 34 1,782,683 918,139
10,323,779 B.303,148
COST OF SALES
Electricity and heat produiction and other 35 (8,215,640) (6.947,845)
Finance services 35 (314,871) {152,200)
(8,530.511) (7.100.045)
GROSS PROFIT 1,793 268 1,203,103
General and administrative expenses 3 (1,649,042) (916.870)
Sclling expenses 37 (316,623) (347,293)
Recovery of provision/(provision) for losses an loans to customers {1} 1,177,076 (140.917)
Other operating income 38 116,522 267,671
OPERATING INCOME 1. 121201 65,604
Other mcome, net 39 1,799,066 183,026
Gain on disposal of an interest in a subsidiary 40 775,258 346,043
Foreign exchange (loss)/gain, net (32,292) 23,751
Finance costs 41 (295,847) (190,746)
Net gain on recognition of financial assets at fair value through profit 42
or loss 551,216 -
PROFIT FROM OPERATIONS BEFORE INCOME TAX 3918602 427,768
INCOME TAX (EXPENSE)BENEFIT 25 (991,841) 8,673
PROFIT FROM CONTINUING OPERATIONS 2,926,761 436,441
Profit/(loss) for the year from discontinued operations 43 12,623 {204,001)
PROFIT FOR THE YEAR 2,939,384 232,440
Attributable to;
Equity holders of the Parent 2.215374 176,558
Minority interest 724,010 55,882
2,939,384 232,440
On behalf of GI"EII_E_TIII;!‘II‘I.CII: 7 K s

7 Kabdrakhmanova P. Q.
Chiel Accountant

Artambayeva G. D.
President

July 5, 2007 July 5, 2007

The notes on pages 10-68 form an integral part of these consolidated financial statements. Independent Auditors’
Report is on pages 2-3.
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Translation from the original in Russian

JOINT STOCK COMPANY CENTRAL ASIAN FUEL ENERGY COMPANY
AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2006
(in thousands of tenge)

Share capital  Revaluation Retained Equity Minority Total equity
reserve earnings attributable interest
to equity
holders of
the Parent
Balance as of
January |, 20035 300,000 - 11.061.780 11,361,780 3,812,661 15,174,441
Disposal of subsidiaries - - - - (1.613) {1,613)
Disposal of shares - - - - 653,248 633,248
Dividends declared
(see Note 20) - - - - (16, 116) 116,116)
Profit for the year - - 176,558 176,558 55,882 252,440
Balance as of
December 31, 2005 300,000 - 11,238,338 11,538,338 4,304 062 16,042 400
Revaluation of properny,
plant and equipment
taking into account tax
effect 0f 23,489
thousand tenge
{see Note 6) - 39,907 - 39.907 14,933 54,840
Disposal of subsidiaries - - - . {42.621) (42.621)
Disposal of shares - - - - 689,499 639,499
Dividends declared - : - - (33,050) (33,050)
Profit for the year - - 2215374 221534 724,010 2.930 384
Balance as of
December 31, 2006 300,000 39,907 13,453,712 13,793,619 5,856,833 19,650,452
" "-".-‘-:\
On behalf of Group Managementd O
.‘-" et i " o
éé;a‘%#lﬂl-£1 E_E' . rs E_',ﬁ:i"
Artambayeva G. D. ~ 7 Kabdrakhmanova P. O.
President Chiel Accountant
July 5, 2007 July §, 2007

The notes on pages 10-68 form an integral part of these consolidated financial statements. Independent Auditors’
Report is on pages 2-3,
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Translation from the original in Russian
JOINT STOCK COMPANY CENTRAL ASIAN FUEL ENERGY COMPANY
AND ITS SUBSIDIARIES

CONSOLIDATED CASH FLOW STATEMENT
FOR THE YEAR ENDED DECEMBER 31, 2006

(in thousands of tenge)
Notes 2006 2005
OPERATING ACTIVITIES:
Profit before income 1ax 3.931,225 223,767
Adjustments for:
Depreciation and amortization 6,8 1,014,263 959,703
Finance costs 41 205,847 190,746
Disposal of subsidiaries 83,777 -
Accrual of provision for doubtful debts 36 71,385 207,259
Foreign exchange loss/(gain) 32,292 (23.751)
Loss/(gain) on disposal of property, plant and equipment 39 8271 {24,686)
Recovery of provision for guarantees 36 - (6,943)
{Recovery of provision)/provision for loans to customers 10 {1,177,076) 140,917
Gain on disposal of investments 40 (775,258) (346,043)
Met gain on recognition of financial assets at fair value though profit or
loss 42 (551.216) -
Recovery of provision for other non-current assets 36 (455,736) (993,191}
Revaluation (78,329) -
Recovery of provision for obsolete inventory 36 (10,472) (3.402)
Cash flows from operating activities before changes in
operating assets and liabilities 2,388.973 322376
{Increase)/decrease in inventories (120,758) 102,483
Decrease in trade accounts receivible 51,345 B52,563
Decrease/(increase) in advances paid 14,537 (196,337)
(Increase) decrease in taxes recoverable and prepaid (93,117) 19
Decrease in other accounts recejvable 1.859,796 276,342
Increase/(decrease) in trade accounts payable 591,395 (523,757)
{Decrease ) increase in advances received (282.572) 88.623
Increase/(decrease) in taxes and non-budget payable 243,285 (82.210)
Decrease i other liabilities and accrued expenses (1,617 i619,150)
Cash from operating activities 4,651,267 220,952
Income tax paid (621,726) 167.361)
Interest paid (215,686) (161,851)
Net cash generated by/(used in) operating activities 3,813,855 {8,260}
INVESTING ACTIVITIES:
Proceeds from sale of investments 1,845,667 457,696
Proceeds from disposal of subsidiary 69,000 (3,796)
Proceeds from disposal of property, plant, and equipment 36,682 1,350,588
Proceeds from invesiments 31,542 .
Interest received 26,967 -
Proceeds from finance lease 17,428 1577
Proceeds from disposal of intangible assets 11,209 -
Loans to customers (7.622.219) (3,536,458)
Purchases of non-current assets (1,687,254) (798.201)
Advances paid for acquisition of non-current assets (1.473,344) (144,141}
Purchases of investments (1.311,576) (300,913)
Purchases of intangible assels (25,7000 (15,849
Assets available for sale (167) -
Net cash used in investing activities (10,061,765} (3,175,303)




Translation from the original in Russian

JOINT STOCK COMPANY CENTRAL ASIAN FUEL ENERGY COMPANY

AND ITS SUBSIDIARIES

CONSOLIDATED CASH FLOW STATEMENT (CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2006

(in thousands of tenge)
Notes 2006 2005
FINANCING ACTIVITIES: )
Proceeds from issuance of bonds 5.691,965 300,000
Customer accounts 2,002,188 1,821,306
Subordinated debt 1,818,128 -
Proceeds from borrowings 1,236,579 1,478,678
Repavment of finance lease obligations 1,100 (11,092)
Borrowings repaid (3.397.391) (302,324)
Dividends paid (33,050) (16,116)
Payment of bonds (20,869) -
Other non-current assets {9.839) -
Net cash generated by financing activities 7,088,811 3,470,452
NET INCREASE IN CASH AND CASH EQUIVALENTS 840,901 286,889
CASH AND CASH EQUIVALENTS at the beginning of year I8 470,087 183.198
CASH AND CASH EQUIVALENTS at the end of year 18 1,210,988 470,087

Non-cash transactions:

s In 2006 the Group conducted an overhaul of property, plant and equipment and capitalized payroll

expenses and expenses on materials of 7,205 thousand tenge and 25,475 thousand tenge, respectively
(2005 nil).

In 2006 the Group settled withholding tax liability by an offset against other accounts receivable and
interest accrued of 13,800 thousand tenge and |49 thousand tenge, respectively (2005: nil).

In 2006 the Group settled interest on bonds by an offset against other accounts receivable of 278
thousand tenge (2005: nil).

In 2006 the Group amortized a discount on issued bonds of 1,773 thousand tenge (2005; nil).

During 2006 the Group received construction work in progress of 74,107 thousand tenge against the
repayment of accounts payable.

During 2005 the Group purchased property, plant and equipment by offsetting accounts receivable of
688.071 thousand tenge.

On behalf of Group Management:

=R U )
ESHAT VAN

&0 TR

k=2 e ":E'"—-— ":'. HeEATETIAECAN ] L { {:’.f-'f-- 2

b = 4 . PO AN
Artambayeva G. D. A\ fuarax / 'H—‘I' Kabdrakhmanova P. O
President /"2 Chief Accountant
July 5, 2007 July 5, 2007

The notes on pages 10-68 form an integral part of thess consolidated financial statements. Independent Auditors®

Report is on pages 2-3,
9



Translation from the original in Russian

JOINT STOCK COMPANY CENTRAL ASIANFUEL ENERGY COMPANY
AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
- FOR THE YEAR ENDED DECEMBER 31, 2006
(in thousands of tenge)

1. NATURE OF THE BUSINESS
Central Asian Fuel Energy Company (*CAFEC™) JSC (hereafier — the “Company” or the “Parent™)
was established on September 1, 1998, The Company’s registered office is 42, Karatayev Street,
Almaty, Republic of Kazakhstan.

The Company had an interest in the following legal entities:

Subsidiaries: Location Principal activity Ownership interest
December 31, December 31,
2006 2005
Exim Leasing Kazakhstan Almaty l.easing aperations,
LLP general commercial,
trade purchase and
intermediary activity 100.00% -
Bazaltovye Tehnologii LLP  Almaty Production and sale of

thermal insulators and
non-metal mineral

products 100L00%% =
Eximbank Kazakhstan JSC  Almaty Banking
{the “Bank™) 73.014% T2.77%
Pavlodarenergy JSC Pavlodar Electricity and heat
L energy production and
sale 72,000 T72.00%
KTP lnvest LLP Almaty Commercial,
intermediary,
- procurement, metal
works 50.00% -
MacCenter Kazakhstan LLP  Almaty Sale of computer
equipment . 100.00%
Kaustik JSC Almaty Chemical products . 60.00%

The primary activity of the Company and its subsidiaries (jointly the “Group™) is the production,
transmission and allocation of electricity and heat and financial services,

3 10



Translation from the original in Russian

JOINT STOCK COMPANY CENTRAL ASIAN FUEL ENERGY COMPANY
AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2006
(in thousands of tenge)

3.

e IFRIC 11 “IFRS 2 - Group and Treasury Share Transactions™ — effective for accounting
periods beginning on or after March 1, 2007;

e« IFRIC 12 “Service Concession Agreements” — effective for accounting periods beginning on or
after January 1, 2008,

The Group will adopt all of the relevant new, revised and amended standards, and the new IFRIC
interpretations from their respective effective dates. Management anticipates that the adoption of these
Standards and Interpretations in future periods will have no material impact on the Group's
consolidated financial position, consolidated income statement and cash flows.

Basis of presentation — The accompanying consolidated financial statements have been prepared in
accordance with International Financial Reporting Standards (“IFRS”). The accompanying
consolidated financial statements have been presented in thousands of Kazakhstan tenge ("KZT™ or
“Tenge”), if otherwise is not stated.

The Group’s accompanying consolidated financial statements were prepared on the historical cost
basis, except for the following:

» Revaluation of property, plant and equipment in accordance with 1AS 16 “Property, Plant and
Equipment”.

»  Valuation of cenain financial instruments in accordance with [AS 39 “Financial Instruments:
recognition and measurement”™ (“1AS 397).

Key assumptions — The preparation of the consolidated financial statements in conformity with [FRS
requires the Group’s management to make estimates and assumptions that affect the reported amount
of assets and liabilities of revenues and expenses and the disclosure of contingent assets and
liabilities. Due to the inherent uncertainty of such assumptions, actual results reported in future
reporting periods could differ from those estimates,

Functional and presentation currency — The functional and presentation currency of these
consolidated financial statements is the Kazakhstan tenge.

SIGNIFICANT ACCOUNTING POLICIES

Basis of consolidation — The consolidated financial statements incorporate the financial statements
of the Company and other entities controlled by the Group. Control is achieved where the Company
has the power to govern the financial and operating policies of an investee entity so as to obtain
benefits from its activities.

On acquisition, the assets and liabilities and contingent liabilities of a subsidiary are measured at
their fair values at the date of acquisition. Where the cost of acquisition exceeds the fair values of
identifiable net assets is recognized as goodwill. Where the cost of acquisition is less than the fair
values of identifiable net assets acquired (i.e. discount on acquisition) is credited to profit and loss in
the period of acquisition. The interest of minority shareholders is stated at the minority's share in the
fair values of the assets and liabilities recognized. Subsequently, any losses applicable to the minority
interest in excess of the minority interest are allocated against the interests of the Parent.



Translation from the original in Russian

JOINT STOCK COMPANY CENTRAL ASIAN FUEL ENERGY COMPANY
AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2006
{in thousands of tenge)

The results of subsidiaries acquired or disposed of during the year are included in the consolidated
income statement from the effective date of acquisition or up to the effective date of disposal, as
appropriate,

Where necessary, adjustments are made to subsidiaries’ financial statements to bring accounting
policies used into line with those used by the Group.

All intra-group transactions, balances, income and expenses are eliminated on consolidation.

Goodwill — Goodwill arising on consolidation represents the amount the cost of acquisition exceeds
the Group’s interest in the fair value of the identifiable assets and liabilities of a subsidiary, associate
or jointly controlled entity at the date of acquisition.

Goodwill is recognized as an asset and reviewed for impairment at least annually. Any impairment is
recognized immediately in profit or loss and is not subsequently reversed.

On disposal of a subsidiary, associate or jointly controlled entity. the attributable amount of goodwill
is used to determine profit or loss on disposal.

Foreign currency transactions — Transactions in currencies other than the functional currency of the
Group are initially recorded at the rates of exchange prevailing on the dates of the transactions.
Monetary assets and liabilities denominated in such currencies are translated at the rates prevailing
on the consolidated balance sheet date. Gains and losses arising on exchange are included in
consolidated income statement.

Property, plant and equipmemt — Property, plant and equipment is initially recognized in
consolidated balance sheet at deemed cost (hereafter “cost™) as at the date of adoption of IFRS, less
any accumulated depreciation and impairment loss. For the [FRS transition purposes the Group
appointed an independent appraiser to determine the fair value of property, plant and equipment as of
January 1, 2005 which was determined primarily with reference to depreciated replacement cost.
Management believes that the valuation result appropriately reflects the economic condition of the
Group's property, plant and equipment at that time.

The cost of purchased property, plant and equipment represents the value of funds paid to acquire the
respective assets and other directly related costs incurred in bringing of assets to the object and
preparing them for their planned use.

The cost of the Group’s self-constructed facilities includes the cost of all construction materials,
direct labor used in the project and directly related project financing costs, variable and fixed
overheads in a certain ratio. The facility is not capitalized once it is ready for planned use.

After initial recognition property, plant and equipment are stated at revalued cost, which represents
the fair value of an item of property, plant and equipment as at the date of revaluation, less
accumulated depreciation and other subsequent impairment. Property, plant and equipment is
revalued sufficiently regularly in order that the possible difference between the carrying value of
property, plant and equipment and its estimated fair value at the reporting date is immaterial.
Accumulated depreciation at revaluation date is eliminated against the asset’s total carrying value,
after which the net book value is considered the revalued value of the asset.



Translation from the original in Russian

JOINT STOCK COMPANY CENTRAL ASIAN FUEL ENERGY COMPANY
AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2006
(in thousands of tenge)

Any increase in the carrying value arising from revaluation is stated in the credit of the revaluation
provision which is stated in equity, except when revaluation recovers the decrease in the assel’s
carrying value, which was previously recorded as income or expense. In this case the increase in
carrying value is included in income within the previously recognized expense. A decrease in
carrying value is recognized as income or expense, except when the decrease in carrying value
directly decreases the previous carrying value increase on this asset. In such cases the decrease in
carrying value decreases the provision relating to this asset, which is recorded in the revaluation
reserve.

Capitalized costs include major expenditures for improvements and replacements that extend the
useful lives of assets or increase their revenue generating capacity, Repairs and maintenance
expenditures that do not meet the foregoing capitalization criteria are charged to the consolidated
income statement as incurred.

Depreciation on property, plant and equipment is charged to consolidated income statement.
Depreciation of assets under construction commences when the assets are ready for their intended
use. Depreciation is charged so as to write off the cost of assets, other than assets under construction,
over the estimated useful lives of the assets, using the straight-line method. on the following basis:

Buildings and constructions 10-20 years
Machinery and production equipment 5-20 years
Vehicles 5-15 years
Other property 2-20 years

Gains and losses on disposal of property, plant and equipment are calculated as the difference
between an asset’s selling price and carrying amount, and are included in other income/{expense) in
the consolidated income statement.

Intangible assets — Intangible assets are stated at cost less accumulated amortization. Amortization is
computed according to straight-line method over the estimated useful lives of assets, which amount to
7-10 years.

Impairment of non-current assets — At each consolidated balance sheet date, the Group reviews the
carrving amounts of its tangible and intangible assets to determine whether there is any indication
that those assets have suffered an impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the extent of the impairment loss (if any).
Where the asset does not generate cash flows that are independent from other assets. the Group
estimates the recoverable amount of the cash-generating unit to which the asset belongs. An
imtangible asset with an indefinite useful life is tested for impairment annually and whenever there is
an indication that the asset may be impaired.

The recoverable amount is the higher of fair value less costs to sell and value in use. In assessing
value in use, cstimated future cash flows are discounted to their present value using # pre-fax
discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset for which the estimates of future cash flows have not been adjusted. If the
recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount.
An impairment loss is recognized as an expense immediately. Where an impairment loss
subsequently reverses, the carrying amount of the asset (cash-generating unit) is increased to the
revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed
the carrying amount that would have been determined had no impairment loss been recognized for the
asset (cash-generating unit) in prior years. A reversal of an impairment loss is recognized as income
immediately.

15



Translation from the original in Russian

JOINT STOCK COMPANY CENTRAL ASIAN FUEL ENERGY COMPANY
AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTIN UED)
FOR THE YEAR ENDED DECEMBER 31, 2006
(in thousands of tenge)

Leasing — Leases are classified as finance lcases whenever the terms of the lease 'Eransfcr
substantially all the risk and rewards of ownership to the lessee. All other leases are classified as
operating leases.

Group as a lessee — Amounts payable by lessees under financial lease are recorded as accounts
receivable in the amount of Group’s net investments in lease. Income from finance lease is allocated
to accounting periods to reflect the permanent rate of income from the Group’s net investments
received from lease.

Income from operating lease is recognized according to the straight line basis during the respective
lease period.

Group as a lessor — Assets held under finance leases are recognized as the Group’s assets at their fair
value at the date of acquisition, or if it’s lower, at the current minimum rent determined at the
beginning of the lease. The corresponding liability to the lessor is included in consolidated balance
sheet as a finance lease obligation. The rent is allocated to finance costs and decreases in the lease
liability to achieve the fixed interest rate on the remaining balance of liabilities. Finance costs are
charged to income if they are not directly qualifying assets. In this case they are capitalized in
accordance with the Group’s general policy on borrowing costs (see below).

Rent paid under operating leases are charged to expenses using the straight line basis during the
respective lease period.

Benefits received or receivable as an incentive to enter into an operating lease are also allocated on
the straight line basis during the respective lease period.

Inventories — Inventories are stated at the lower of cost or net realizable value. Cost comprises direct
materials and, where applicable, direct labor costs and those overheads that have been incurred in
bringing the inventories to their present location and condition. Cost is calculated using the weighted
average method. Net realizable value represents the estimated selling price less all estimated
marketing, selling and distribution costs.

Financial instruments — Financial assets and financial liabilities are recognized on the Group's
consolidated balance sheet when the Group becomes a party to the contractual provisions of the
instrument. The regular way purchase and sale of the financial assets and liabilities are recognized
using settlement date accounting.

Financial assets and liabilities are initially recognized at fair value plus, in the case of a financial
asset or financial liability not at fair value through profit or loss transaction costs that are directly
attributable to the acquisition or issue of the financial asset or financial liability. The accounting

policies for subsequent re-measurement of these items are disclosed in the respective accounting
policies set out below.

Cush and cash equivalents — Cash and cash equivalents include cash on hand, free balances on
correspondent and deposit accounts in the National Bank of the Republic of Kazakhstan ("NBRK™)
with maturity up to 90 days, funds in Organization of Economic Cooperation and Development
(*OECD"™) countries hanks. Deposits with initial maturity of over three months are recorded in
consolidated balance sheet as short-term investments. Deposits with initial maturity of over one year
are recorded in consolidated balance sheet as other financial assets. In preparation of the consolidated
cash flow statement, the amount of obligatory provisions deposited in the NBRK was not included in
cash equivalents due to existing limitations in their use.
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Translation from the original in Russian

JOINT STOCK COMPANY CENTRAL ASIAN FUEL ENERGY COMPANY
AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2006
(in thousands of tenge)

Trade and other accounts receivable — Trade and other receivables are recognized and stated at the
amounts of issued invoices less provision for doubtful debts. Provision for doubtful debts is
determined in cases when it is probable that debts will not be repaid in full. The Group acerues
provision for doubtful debts when accounts receivable are not repaid within contractual terms.
Provision for doubtful debts is regularly reviewed and if there is a need for adjustments the relevant
amounts are reflected in the consolidated income statement of the reporting period in which such a
need was revealed. Doubtful debts are written off as discovered against a previously created
provision.

Loans and advances to banks — In the normal course of business, the Group maintains advances or
deposits for various periods of time with other banks. Loans and advances to banks with a fixed
maturity term are subsequently measured at amortized cost using the effective interest method.
Those that do not have fixed maturities are carried at cost. Amounts due from credit institutions are
carried net of any provision for impairment losses, if any.

Financial assets and labilities at fair value through profit or loss — Financial assets and liabilities
at fair value through profit or loss represent derivative instruments or securities acquired principally
for the purpose of selling them in the near future, or are the part of a portfolio of identified financial
instruments that are managed together and for which there is evidence of recent and actual pattern of
short-term profit taking or securities that upon initial recognition are designated by the Group at fair
value through profit or loss or as a derivative, Financial assets at fair value through profit or loss are
initially recorded and subsequently measured at fair value. The Group uses quoted market prices to
determine fair value for financial assets and liabilities at fair value through profit or loss. A fair value
adjustment on financial assets and liabilities at fair value through profit or loss is recognized in the
consolidated income statement for the period. The Group does not reclassify financial instruments in
or out of this category while they are being held.

The Group enters into derivative financial instruments to manage currency and liquidity risks. The
Group enters into derivative financial instruments principally for rading purposes and include
forwards on foreign currency, precious metals and securities. The Group uses no derivatives for
hedging purposes.

Repurchase and reverse repurchase agreements — The Group enters into sale and purchase back
agreements (“repos™) and purchase and sale back agreements (“reverse repos”) in the normal course of
its business. Repos and reverse repos are used by the Group as an element of its treasury management
and in its trading business.

Repo is an agreement to transfer a financial asset to another party in exchange for cash or other
consideration and a concurrent obligation to reacquire the financial assets at a future date for an amount
equal to the cash or other consideration exchanged plus interest. These agreements are accounted for
a5 financing transactions. Financial assets sold under repo are retained in the consolidated financial
statements and consideration received under these agreements is recorded as collaterized deposit
received.

Assets purchased under reverse repos are recorded in consolidated financial statements as cash
placed on deposit which is collaterized by securities and other assets.

In the event assets purchased under reverse repo are sold to third parties, the results are recorded with
the gain or loss included in net gains/(losses) on the respective assets. Any related income or expense
arising from pricing difference between the purchase and sale of underlying assets is recognized as
interest income Or an expense,
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JOINT STOCK COMPANY CENTRAL ASIAN FUEL ENERGY COMPANY
AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2006
(in thousands of tenge)

Loans fo customers — Loans to customers are non-derivative asseis with fixed or determinable
payments that are not quoted in an active market other than those classified in other categories of
financial assets,

Loans granted by the Group with fixed maturities are initially recognized at fair value plus related
transaction costs. Where the fair value of consideration given does not equal the fair value of the loan,
for example where the loan is issued at a rate lower than the market one, the difference between the
fair value of comsideration given and the fair value of the loan is recognized as a loss on initial
recognition of the loan and included in the consolidated income statement according to the nature of
these losses. Subsequently, loans are carried at amortized cost using the effective interest method.
Loans to customers are carried net of any provision for impairment losses.

Write off of loans and advances — Loans and advances are written off against an provision for
impairment losses if the loans and advances are not deemed collectible, including through collateral
repossession. Loans and advances are written off after management has exercised all possibilities
available 1o collect amounts due to the Group and after the Group has sold all available collateral.
The decision on writing off bad debt against the impairment loss provision or all major, preferential,
unsecured and insider loans should be confirmed with a procedural document from the judicial or
notary bodies certifying that at the time of the decision the debt could not be repaid (partially repaid)
with the debtor's funds.

Pravision for impairment losses — The Group establishes an provision for impairment losses with
respect to financial assets when there is objective evidence that a financial asset or group of financial
assets is impaired. The provision for impairment losses is measured as the difference between
carrying amounts and the present value of expected future cash flows, including amounts recoverable
from guarantees and collateral, discounted at the financial asset's original effective interest rate, for
financial assets which are carried at amorfized cost. If' in a subsequent period the impairment loss
decreases and the decrease can be related objectively to an event occurring after the impairment was
recognized, the previously recognized impairment loss is reversed by adjusting an provision account.
For financial assets carried at cost the provision for impairment losses is measured as the difference
between the carrying amount of the financial asset and the present value of estimated future cash
flows discounted at the current market rate of return for a similar financial asset. Such impairment
losses are not reversed.

An impairment loss provision is based on an analysis of risk assets and reflects the amount which, in the
judgment of management, is needed to provide for losses incurred. Provisions are made as a result of an
individual risk appraisal for financial assets that are individually significant, and an individual or
collective assessment for financial assets that are not individually significant.

A change in the provision for impairment losses is charged to the consolidated income statement and
the total provision for impairment losses is deducted in arriving at assets as shown in the consolidated
balance sheet. Factors that the Group considers in determining whether it has objective evidence that
an impairment loss has been incurred include information about debtor’ or issuer’ liquidity, solvency
and business and financial risk exposures, levels of and trends in delinquencies for similar financial
assets, national and local economic trends and conditions, and the fair value of collateral and

guarantees.

These and other factors may, either individually or taken together, provide sufficient objective
evidence that an impairment loss has been incurred in a financial asset or group of financial assets.
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JOINT STOCK COMPANY CENTRAL ASIAN FUEL ENERGY COMPANY
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2006
(in thousands of tenge)

It should be understood that estimates of losses involve an exercise of judgment. While it is possible that
in particular periods the Group may sustain substantial losses relative to the provision for impairment
losses. it is the judgment of management that the provision for impairment losses is adequate to absorb
losses incurred on the risk assets.

Impairment of financial assets — Financial assets, other than those at fair value through a
consolidated income statement, are assessed for indicators of impairment at each consolidated
balance sheet date. Financial assets are impaired where there is objective evidence that, as a result of
one oF more events that occurred after the initial recognition of the financial asset, the estimated
future cash flows of the investment have been impacted. For financial assets carried at amortized
cost, the amount of an impairment is the difference between the asset's carrying amount and the
current value of estimated future cash flows, discounted at the original effective interest rate,

The carrying amount of financial asset is reduced by the impairment loss for all financial assets, with
the exception of trade accounts receivable where the carrying amount is reduced through the use of a
provision on doubtful debts. When trade accounts receivable are not collectible, they are written off
against provision on doubtful debts. Subsequent recoveries of amounts previously written off are
credited against provision for doubtful debts. Changes in the carrying amount of the provision
account are recognized in the consolidated income statement,

Except for equity instruments available for sale, if in subsequent period an impairment loss is
decreased and the decrease can be objectively related to an event occurring after recognition of
impairment, then the previously recognized impairment loss is reversed in the consolidated
income statement to the extent to which the carrying value of the investment at the date of
reverse does not exceed the amortized value, if impairment had not been recognized.

Gains and losses arising from changes in the fair value of available-for-sale investment
securities are recognized directly in equity, through consolidated statement of changes in equity.

Financial liabilities and equity — Financial liabilities and equity instruments issued by the Group are
classified according to the nature of signed contractual agreements and the definitions of financial
liability and equity instruments. An equity instrument is any contract which confirms the residual
share in the Group's assets after deduction of all its liabilities. The accounting policy accepted for
specific financial liabilities and equity instruments is stated below,

Bank loans — Interest bearing bank loans, overdrafis and issued promissory notes are initially
measured at fair value plus transaction costs, and are subsequently measured at amortized value using
the effective interest method. Any difference between gains (less transaction costs) and the estimate
or repayment of loans is recognized during the borrowing terms using the Group’s accounting policy
on borrowing costs (see below).

Debt secarities — Debt securities represent bonds issued by the Group. Bonds are carried according to
the same principles used for bank loans.

Barrowing costs — Borrowing costs are recognized as an expense in the period in which they are
incurred.

Accounts payable and other liabilities — Accounts payable and other liabilities are initially stated at
their fair value and subsequently at their amortized value using the effective interest method.
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Deposits from banks and customers — Customer and bank deposits are initially recognized at fair
value, which amounts proceeds from issuance less transaction costs incurred. Amounts due are
subsequently stated a1 amortized cost, while any difference between net proceeds and the redemption
value is recognized in the consolidated income statement over the borrowings period using the
effective interest method.

Subordinated debt — Subordinated debt is initially recognized at its fair value. Subsequently,
subordinated debt is stated at amortized cost using the effective interest method.

Financial guarantee contracts issued and letters of credit — Financial guarantee contracts and letters
of credit issued by the Group are credit insurance that provides for specified payments to be made to
reimburse the holder for a loss it incurs because a specified debtor fails to make payment when due under
the original or modified terms of a debt instrument. Such financial guarantee contracts and letters of credit
issued are initially recognized at fair value. Subsequently they are measured at the higher of (a) the amount
recognized as a provision and (b) the amount initially recognized less, where appropriate, the cumulative
amortization of initial premium revenue received under the financial guarantee contracts or letter of
credit issued.

Offset of financial assets and liabilities — Financial assets and liabilities are offset and reported net
on the consolidated balance sheet when the Group has a legally enforceable right to offset the
recognized amounts and the Group intends either 1o settle on a net basis or to realize the asset and
settle the linbility simultaneously.

Derecognition of financial assets and liabilities
Financial assets

A financial asset (or. if applicable, a portion of a financial asset or portion of a group of similar
financial assets) is derecognized where:

e the rights to receive cash flows from the asset have expired;

¢ the Group retains rights to receive cash flows from the asset, but assumed an obligation 1o pay
them fully without significant delay to a third party in accordance with transfer agreement. and
transferred, all risks and rewards of the asset; or

s  the Group has transferred its nghts to receive cash flows from the asset and either (a) has
transferred substantially all the risks and rewards of the asset, or (b) has neither transferred nor

retained substantially all the risks and rewards of the asset, but has transferred control of the
asset.

Where the Group has transferred its rights to receive cash flows from an asset and has neither
transferred nor retained substantially all the risks and rewards of the asset nor transferred control of
the asset. the asset is recognized to the extent of the Group's continuing invelvement in the asset.
Continuing involvement that takes the form of a guarantee over the transferred asset is measured at
the lower of the original carrying amount of the asset and the maximum amount of compensation that
the Group could be required to repay.
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JOINT STOCK COMPANY CENTRAL ASIAN FUEL ENERGY COMPANY
AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
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{in thousands of tenge)

Financial liabiliti

A financial liability is derecognized when the obligation under the liability is discharged. cancelled or
expired.

Where an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified. such an exchange or
modification is treated as a the derecognition of the original liability and the recognition of a new
liability, and the difference in the respective carrying amounts is recognized in the consolidated
income statement.

Recognition of revenue from electricity, heat, etc. — Revenue is measured at the fair value of the
consideration received or receivable and represents amounts receivable for electricity and heat
provided in the normal course of business, net of discounts and value added tax (“"VAT"),

Revenue from sales of electricity and heat is recognized in consolidated income statement at the
moment of delivery to consumers. The basis for accrual of revenue from sales of electricity and
transfer of heat is tariffs approved by the Agency of the Republic of Kazakhstan on the Regulation of
Natural Monopolies.

Sales of goods are recognized in consolidated income statement when goods are delivered and title
has passed 1o the buyer.

Recognition of revenue and expenses on financial services - Interest income and expenses are
recognized on an accrual basis calculated using the effective yield method. The effective yield
method is the method of calculating the amortized value of a financial asset or financial liability (or a
group of financial assets/group of financial liabilities) and allocating the interest income and expense
to a respective period. The effective interest rate is the interest rate by which expected future
payments or cash proceeds are brought to net carrying value of the financial asset or financial
liability. The discounting is made for the estimated life of the financial asset or, if applicable, for a
shorter period.

If a financial asset or a group of similar financial assets has been written off (partially written off) as
a result of impairment, interest income is determined taking into account the interest rate used for
discounting future cash flows for the purpose of accruing impairment losses.

Interest income also includes that earned on investment and trading securities. Commission and other
income are credited to income when the related transactions are completed.

Fees and commission income includes loan origination fees, loan commitment fees, loan servicing
fees and loan syndication fees, Loan origination fees are deferred, together with the related direct
costs, and recognized as an adjustment to the effective loan interest rate. Where it is probable that a
loan commitment will lead to a specific lending arrangement, loan commitment fees are deferred,
together with the related direct costs, and recognized as an adjustment to the cffective interest rate of
the resulting loan. Where it is unlikely that a loan commitment will lead to a specific lending
arrangement, loan commitment fees are recognized in profit and loss over the remaining period of the
loan commitment. Where a loan commitment expires without resulting in a loan, the loan
commitment fee is recognized in profit and loss upon expiry. Loan servicing fees are recognized as
revenue as the services are provided. Loan syndication fees are recognized in profit and loss when the
syndication has been completed. All other types of commission are recognized when services are
provided.
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Taxation — Income tax expense represents tax currently payable and deferred tax.

Tax currently payable is based on taxable profit for the year. Taxable profit differs from profit before
income tax as reported in the consolidated income statement because it excludes items of income or
expense that are taxable or deductible in other years and it further excludes items that are never
taxable or deductible. The Group's current tax liability is calculated using tax rates that have been
enacted or substantively enacted by the consolidated balance sheet date.

Deferred tax is recognized on differences between the carrying amounts of assets and liabilities in the
consolidated financial statements and the corresponding tax bases used in the computation of taxable
profit, and is accounted for using the balance sheet liability method. Deferred tax liabilities are
generally recognized for all taxable temporary differences and deferred tax assets are recognized to
the extent that it is probable that taxable profits will be available against which deductible temporary
differences can be used. Such assets and liabilities are not recognized if a temporary difference arises
from goodwill or from the initial recognition (other than in a business combination) of other assets
and liabilities in a transaction that affects neither taxable profit nor accounting profit.

Deferred tax is calculated at the tax rates that are expected to be applicable in the period when the
liability is settled or the asset is realized. Deferred tax is charged or credited to profit or loss, except
when it relates to items charged or credited directly to equity, in which case deferred tax is also dealt
with in equity.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current
tax assets against current tax liabilities and when they relate to income taxes levied by the same
taxation authority and the Group intends to settle its current tax assets and liabilities on a net basis.

During 2008, income tax and property tax rates for Pavlodarenergyservice JSC were 15% and 0.5%,
respectively, due to tax preferences granted to Pavlodarenergyservice JSC for 3 years (see Note 1),

During 2006 and 2005, Pavlodarenergy JSC was granted corporate income tax investment
preferences for 5 years (see Note 1).

Retirement benefit costs — In accordance with the legislative requirements of the Republic of
Kazakhstan the Group pays amount equivalent to 10% of each employee's salary into an employee
pension fund but not more than 69.000 tenge per month in 2006 (52.500 tenge per month from
January |, 2005 to June 30, 2005 and 69,000 tenge per month from July 1, 2005 to December 31,
2005) as contributions to accumulative pension funds. These amounts are expensed when they are
incurred. Pension fund payments are withheld from employees' salaries and included with other
salary costs in the consolidated income statement. The Group does not have other liabilities related 1o
pension payments.

Provisions — Provisions are recognized when the Group has a current legal or constructive obligation
(either based on legal regulations or implied) as a result of past events, and it is probable that an
outflow of resources embodying economic benefits will be required to settle the obligation and a
reliable estimate of the obligation can be made. Provisions are revised for each consolidated balance
sheet and adjusted to reflect the best current estimate.

Where the effect of time value of money is material, a provision is calculated as the carrving value of
expenses that are expected to be able to repay liabilities.
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Where discounting is used, any increase in the provision reflecting a past period is recognized as
interest income.

Contingencies — Contingent liabilities are not recognized in the consolidated financial statements
unless it is probable that an outflow of resources will be required to settle an obligation and a reliable
estimate can be made. A contingent asset is not recognized in the consolidated financial statements
but disclosed when an inflow of economic benefits is probable.

Reclassifications — Certain reclassifications have been made to the consolidated financial statements as
of December 31, 2005 and for the vear then ended to conform to presentation requirements as of
December 31, 2006. These changes did not affect consolidated financial position, consolidated
results of operations and equity. The result of reclassification is as follows:

Nature of reclassification Amount as Amount Differcnce
previously currently
reported reported

Consolidated balance sheet
Non-current investments 1.000 1.281 (281}
Current investments 500,282 500,001 281
Other non-current assets - 173,987 (173.987)
Other accounts receivable 2202257 2,118,250 173,987
Taxes receivable and prepaid 6,239 52,737 (46,498)
Taxes and non-budget payable 677,304 T723.802 46,498
Consolidated income statement
Cost of sales (6,803,227 (7.100,045) 206818
General and administrative expenses (1,213,688) (216.870) (296.818)

4. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATES AND
UNCERTAINTY

The preparation of the consolidated financial statements in conformity with IFRS requires Group’s
management to make estimates and assumptions that affect the reported amounts of assets and
liabilities, revenues and expenses and the disclosure of contingent assets and liabilities. Due to the
inherent uncertainty in making those estimates, actual results reported in future periods could differ
from such estimates.

The following are the key assumptions regarding future and other key sources of uncertainty at the
consolidated balance sheet date, which bear a significant risk of having to make a material adjustment
in the carrying value of assets and liabilities in the next fiscal year.

Goodwill impairment — Definition of goodwill impairment requires an evaluation of value in the use
of cash generating units to which goodwill is allocated. Calculating value in use requires the Group to
evaluate future cash flows expected from cash generating units and the respective effective discount
rate for calculating the current value. The Group applied an effective interest rate of 1% to
calculate value in use, which represented the Group’s market financing rate. As of December 31,
2006 and 2005 the carrying value of goodwill was 706,208 thousand tenge and 692,102 thousand
tenge, respectively. Goodwill impairment was not recognized during the years ended December 31,
2006 and 2005 (see Note 7),
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Remediation liability — For production purposes the Group uses two ash dumps of TETS -3 and
TETS-2. The ash dumps should be reclaimed once their useful lives have passed. In order to
determine the remediation liability of these ash dumps the Group's management is required to
evaluate the future remediation value of the ash dumps. As of December 31, 2006 the Group
evaluated the total remediation liability of the ash dumps of 88,743 thousand tenge {see Note 28),
which was discounted at the effective interest rate of 11%, and which is the Group's market financing
rate.

Impairment of non-current assets — At each balance sheet date, the Group reviews non-current
assets to determine whether there is any indication that those assets have suffered an impairment loss.
If any such indication exists or annual testing is required for impairment, the Group evaluates the
recoverable amount. The recoverable amount of an asset is the greater of the fair value of the asset or
cash generating unit less selling costs or value in use. and is determined for a scparate asset except
for cases when the asset does not generate cash flows that are mainly independent of cash flows
generated by other assets or groups of assets. [f the carrying value of an asset exceeds the
recoverable amount. the asset is considered 1o be impaired and its value is decreased to the
recoverable amount. In evaluating the value in use, estimated future cash flows are discounted to their
current value using an 11% effective interest rate before taxes, which reflects the current market
evaluation of the time value of money and risks inherent in assets, As of December 31, 2006 and
2005 no impairment of non-current assets was discovered.

5. SEGMENT REPORTING

A segment is a distinguishable component of the Group that is engaged either in providing services
(business segment) or in providing services within a particular economic environment (geographical
segment), and which is subject to risks and rewards that are different from those of other segments.
Information on segments is reported separately for the Group's activity. A business segment is
initially based on the Group's management and internal reporting structure.

The results of segments, assets and liabilities include items directly related to the segment as well as
those that can be allocated based on a reasonable estimate. Unallocated items represent income tax,
deferred tax and dividends payable.

The main activity of the business segments is as follows:

Electricity production — The main activity of Pavlodarenergy JSC is the production, transmission and
distribution of electricity and heat in the Pavlodar region and citv. As of December 31, 2006 and
2005 Pavlodarenergy JSC owned 84.81% and 92.5% of the shares of Pavlodarenergyservice 1SC
(transmission and distribution of electricity), respectively, and 100% of the shares of Energycenter
JSC (purchase and sales of electricity and heat).

Financial services — The main activity of Eximbank Kazakhstan JSC is to provide financial services.
The Bank also works with securities and other instruments of interbank money market

Other — The Group's business segments include leasing operations, the production and sales of
goods, etc. Leasing operations. general commercial, trading purchases, trading intermediary
activities, consulting services are conducted by Exim Leasing Kazakhstan LLP. The segment dealing
with the production and sale of heat-insulating materials and non-metal mineral products is
represented by Bazaltovye Tehnologii LLP.
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Translation from the original in Russian

JOINT STOCK COMPANY CENTRAL ASIAN FUEL ENERGY COMPANY
AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2006
(in thousands of tengs)

As of December 31, 2006 and 2005 property. plant and equipment of Paviodarenergy JSC valued at
4.987.714 thousand tenge and 4,689,636 thousand tenge, respectively, was pledged under morigage
agreement #491 dated February 7. 2004 concluded with Eurasian Bank JSC under the loan agreement
with Pavlodarenergy JSC (see Note 23).

Property. plant and equipment of Pavlodarenergy JSC valued at 286,073 thousand tenge as of
December 31, 2006 (2005: 310,944 thousand tenge) was pledged under mortgage agreement #63
dated February 14, 2003, which was concluded with Eurasian Bank JSC under a loan agreement,
bank guarantees and letters of credit with Investment Technologies JSC and Centrkazenergomontazh
JSC. In February 2006 Investment Technologies JSC made an early repayment of the loan and
terminated the loan agreement with Eurasian Bank JSC.

Property, plant and equipment of Energycenter JSC of 22,945 thousand tenge was pledged under a
loan received from Halyk Bank of Kazakhstan JSC (see Note 23) (2005: ml).

The property, plant and equipment of Kaztrubprom LLP, a subsidiary of KTP Invest LLP, of 377,993
thousand tenge was pledzed under a loan received from Halyk Bank of Kazakhstan JSC (see Note 23)
(20035: nil).

As of December 31, 2006 and 2005 fully depreciated property, plant and equipment was 115,897
thousand tenge and 585,599 thousand tenge, respectively,

During the vears ended December 31. 2006 and 2005 property, plant and equipment purchased from
related parties amounted to 40,377 thousand tenge and 134,244 thousand tenge, respectively
(see Note 44).

7. GOODWILL

For the years ended December 31 changes in goodwill were as follows:

1006 2005
Cost
As of January | 692,102 728,031
Purchase of imerest in KTP lnvest LLP 45,648 -
Goodwill on disposed investments (31,542) (35,929)
Net book value
As of December 31 706,208 692,102
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Translation from the original in Russian

JOINT STOCK COMPANY CENTRAL ASIAN FUEL ENERGY COMPANY
AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2006
(in thousands of tenge)

Goodwill acquired in a business combination is allocated, at acquisition, to the cash generating units
expected to benefit from that business combination. The carrying amount of goodwill was allocated
as follows:

Paviedar- Energy- Paviodarskie KTP Invest Total
energy- center JSC Teplovye Seti LLP
service JSC JSC

Idemifiable assets and

liabilities at the

acquisition dare 3,416,988 (233,139) 78,000 3,261,849
Cost of business

combination 3.863.080 48,800 78,000 3,986,880

Goodwill at the
acquisition dote 446,092 281,939 T28.031

Groodwill disposed with
investments (35,929) (35,929)

Goodwill as of
December 31, 2005 410,163 281.939 692,102

Identifiable assets and

linbilities at the

acquisition date (42.110) 42,110
Cost of business

combination 3,538 3.538

Goodwill at the
acquisition date 45,648 45,648

Goodwill disposed with
investments (31.542) (31,542)

Goodwill as of
December 31, 2006 378,621 281939 45 648 706,208

Pavlodarenergyservice JSC, Energycenter JSC and Pavlodarskie Teplovye Seti JSC are subsidiaries
of Paviodarenergy JSC. KTP Invest LLP is a subsidiary of the Company.
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Translation from the original in Russian

JOINT STOCK COMPANY CENTRAL ASIAN FUEL ENERGY COMPANY

AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2006

{in thousands of tenge)

8. INTANGIBLE ASSETS

For the vears ended December 31 changes in intangible assets were as follows:

Cost

As of January 1, 2005
Additions

As of December 31, 2005

Additions
Disposals

As of December 31, 2006
Accumulated amortization
As of January |,2005
Charge for the period

As of December 31, 2005

Charge for the period
Disposal

As of December 31, 2006

Net book value
As of December 31, 2006

As of December 31, 2005

Software Other Total
26,542 601 27.143
15,693 156 15,849
42,235 757 42,992
14,658 11,042 25,700
(11,4620 {6.408) (17.870)
45,431 5,391 50,822
{9,122 (180) (9,302)
{4,726) {96) {4,822)
(13,848) (276) (14,124)
(6.956) (400) (7.356)
6. 162 499 6,661
(14,642) (177 (14,819)
30,789 5.214 t3‘!'}.(?"}3
28,387 481 28.86%




Translation from the original in Russian

JOINT STOCK COMPANY CENTRAL ASIAN FUEL ENERGY COMPANY
AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2006
(in thousands of tenge)

9. FINANCE LEASE RECEIVABLES

On October 12, 2004, the Group entered into a finance sub-leasing arrangement with its associated
company ATP Energetic LLP for vehicles obtained under a finance lease agreement from Astana-
Finance JSC (see Note 24), The finance lease term is 3 years. The interest rate inherent in the leases
is fixed at the contract date for the entire lease term and equals 14%.

Minimum lease payments Present value of minimum lease
payments
2006 2005 2006 2005
Amounts receivable under linance
lease:
Within one year 6,356 19,067 6,219 17.428
In the second to fifth years inclusive - 6,356 . 6219
6,356 25423 6,219 23,647
Less: unearned finance income (137) (1,776) N/A N/A
Present value of minimum lease
payments receivable 6,219 23,647 6,219 23,647
=z —
Presented as:
Non-current finance lease receivables
{recoverable after 12 months) - 6,219
Current finance lease receivables
(recoverable within 12 months ) 6219 17,428
Total 6219 23.647

As of December 31, 2006 and 2005 finance lease receivables from related parties amounted to 6,219
thousand tenge and 23,647 thousand tenge, respectively (see Note 44).

10. LOANS TO CUSTOMERS

As of December 31 loans to customers were as follows:

2006 2005

Loans to customers 15,720,970 8,458,909
Loans and advarices to banks 1.381.798 157,480

17,102,768 8.616389
Provision for impairment losses {1.735.223) (2.048,139)
Total 15,367,545 6,568.250
Long-term loans 10,007,335 3,687,312
Shor-term loans 5.360.210 2,880,938
Total 15,367,345 6.568,250
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Translation from the original in Russian

JOINT STOCK COMPANY CENTRAL ASIAN FUEL ENERGY COMPANY
AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2006

(in thousands of tenge)
For the vears ended December 31 the movements in the provision for impairment losses were as
follows:
Loans and Loans to Total
pdvances (o customers
banks
As of January |, 2005 151,450 1,822,078 1,973,528
Accrual of provision 4,637 136.280 140917
Recovery of assets previously written-off - 160,152 160,152
Write off of assets - (226,438) (226,438)
As of December 31, 2005 156,087 1,892,052 2,048,139
Provisions/( Recovery of provisions) 23,618 (1,200,694) (1L177.076)
Recovery of assets previously writtenroff - B6d. 160 864,160
As of December 31, 2006 _I 79,705 1,555,518 1,735,223
Analysis of loans to customers by currency:
2006 2005

KZT 12,979,176 6,065,076
Lsp 2,268,210 502,709
Euro W7,775 99
Oither 2,384 366

15,367,545 6,568.250

As of December 31, 2006 and 2005 loans to customers provided to related parties amounted to

59,051 thousand tenge and nil, respectively. The provision for impairment losses on those loans for
the years ended December 31, 2006 and 2005 and as at those dates amounted to 2,011 thousand tenge
and nil, respectively (see Note 44).

11. OTHER NON-CURRENT ASSETS

As of December 3| other non-current assets were as follows:

2006 2005
Debtors on guarantess 635,000 669,900
Accounis receivable from factoring operations 214,341 284,809
Other - [12,112
£49,341 1,066,821
Provision for impairment losses (645,718) (892.834)
Total 203,623 173,987




Translation from the original in Russian

JOINT STOCK COMPANY CENTRAL ASIAN FUEL ENERGY COMPANY
AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2006
(in thousands of tenge)

12.

For the years ended December 31 the movements in the provision for impairment losses were as
follows:

2006 2005
As of January | 892,834 1,888,025
Recovery of provision for impairment losses (455,736) (995,191)
Recovery of assets previously written-off 208.620 -
As of December 31 645,718 §92.834

As of December 31, 2006 and 2005 other non-current assets are expressed in tenge.

INVENTORIES
As of December 31 inventories consisted of the following:

2006 2005

Raw materials 230,424 226,005
Spare parts 175,587 338,294
Metal-roll and production 134,684 48238
Tubing 123,534 63,195
Instruments 22,600 28,243
Fuel 16.748 14,426
Overalls 15620 13,548
Construction materials 14,904 22,866
Semi-finished goods 9,388 14,817
Insulating materials 3,992 26,856
Goods 1,504 49 389
Other 94,051 75,886

843,036 925,763
Provision for obsolete inventory (37,266) (47,738)
Tonal 803,770 878,025

For the years ended December 31 the movements in the provision for obsolete inventory were as
follows:

2006 20058
As of January | 47,738 51,140
Recovery (10472) (3,402}
As of December 31 37.266 47,738

During the years ended December 31, 2006 and 2005 the purchase of inventories from related parties
amounted to 198,124 thousand tenge and 1,624 thousand tenge, respectively (see Note 44).
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Translation from the original in Russian

JOINT STOCK COMPANY CENTRAL ASIAN FUEL ENERGY COMPANY
AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2006
(in thousands of lenge)

13. TRADE ACCOUNTS RECEIVABLE

As of December 31 trade accounts receivable, net of provision for doubtful debts, consisted of the

following:
2006 2005

Energy and heat supply 1,012,836 1,139,587
Sales of inventories and the provision of other services 82,536 351
Rent 45,795 45402
Other 63,217 73.806

1,204,384 1,259,146
Provision for doubtful debis {370,143} (351.519)
Total 834,241 907.627

For the vears ended December 31 the movements in the provision for doubtful debts were as follows:

2006 2005
As of January | 351,519 146,930
Accrual of provision 21,294 204,589
Write off (2.670) -
As of December 31 370,143 351.519

As of December 31, 2006 and 20035 trade accounts receivable were expressed in tenge.

As of December 31, 2006 and 2005 trade accounts receivable from related parties amounted to
11,668 thousand tenge and 117,232 thousand tenge, respectively (see Note 44),

14. ADVANCES PAID

As of December 31 advances paid, net of the provision for doubtful debts, consisted of the following:

2006 2005

For acquisition of nor-current assets 1,619,150 145,806
For goods 468,240 558,804
For services 300.479 375.937
For other 151,427 .

2,539.296 1,080,547
Provisions for doubtful debts (303) (2.670)
Total 2,538,991 1.077.877
Long-term 1,619,150 145,800
Short-term 919,841 932,071
Total 2.538.991 1.077.877
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Translation from the original in Russian

JOINT STOCK COMPANY CENTRAL ASIAN FUEL ENERGY COMPANY
AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS {CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2006
{in thousands of tengs)

For the years ended December 31 the movements in the provision for doubtful debts were as follows:

2006 2005
As of January | 2,670 -
{Recovery ) acorual of provision (2.365) 2,670
As of December 31 i0s 2.670
Analysis of advances paid, by currency:
2006 2005

KZT 2.520.845 1,077,869
Euro 0221 3
UsD R.925 2

2.538.991 1.077.877

As of December 31, 2006 and 2005 advances paid to related parties amounted to 66.939 thousand
tenge and 59,880 thousand tenge, respectively (see Note 44).

15. TAXES RECEIVABLE AND PREPAID

As of December 31 taxes receivable and prepaid consisted of the following:

2006 2005
VAT receivable 46,322 25930
Income tax 38388 14.717
Withholding tax 13,800 -
Property tax 3,799 6,658
Other 1,341 5,432
Total 103,870 52,737

As of December 31, 2006 and 2005 taxes receivable and prepaid are expressed in tenge.
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Translation from the original in Russian

JOINT STOCK COMPANY CENTRAL ASIAN FUEL ENERGY COMPANY
AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2008
(in thousands of tenge)

16. OTHER ACCOUNTS RECEIVABLE

As of December 31 other accounts receivable, net of the provision for doubtful debts, consisted of the

following:
2006 2005

Receivables from factoring operations 235,234 -
Receivables from employees 156,519 22,782
Shares sales 83,092 745,386
Accrued penalties 56,888 60,929
Accrued commission income 50,380 -
Receivables from count proceedings 23.005 -
Short-term financial aid 6,330 27220
Deferred expenses 3,125 69,863
Sale of property, plant and equipment . 1,200,381
Other 93,726 15,443

708,299 2,142,004
Provision for doubtfol debts (76.219) (23,754)
Total 632.080 2118250

For the vears ended December 31 the movements in the provision for doubtful debts were as follows:

2006 2005
As of January | 23,754 26,028
Accrual of provision 52,4635 -
Write off - (2.274)
As of December 31 76.219 23,754

As of December 31, 2006 and 2005 other accounts receivable from related parties amounted to
252,649 thousand tenge and nil, respectively (see Note 44).

As of December 31, 2006 and 2003 other accounts receivable are expressed in tenge.

17. INVESTMENTS

As of December 31 investments consisted of the following:

2006 2005
Shares 923,409 -
State debt securities 864,929 -
Securities purchased under repurchase agreements - 00,001
Total 1,788,338 500,001
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Translation from the original in Russian

JOINT STOCK COMPANY CENTRAL ASIAN FUEL ENERGY COMPANY
AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2006
(in thousands of tenge)

Interest to December 31, Interest to December 31,

nominal 1006 nominal 2005
% e
State debt securities:
Treasury bonds of the Ministry of
Finance of the Republic of
Kazakhstan 5.5-6.1 §64,520 - -
564,929 -
2006 2005
Equity investments:
Temirbank JSC 586,433 -
ED KazMunaiGas JSC 271,831 -
Alliance Bank ISC 64,431 -
Kazkommertsbank JSC T4 -
923409 =

As of December 31, 2006 accrued interest income on debt securities of 24,234 thousand tenge was
included in assets at its fair value in the consolidated income statement

As of December 31. 2006 shares of Temirbank JSC, pledged as collateral for repurchase agreements

with banks, were included in assets at their fair value of 500,002 thousand tenge in the consolidated
income statement.

18. CASH AND CASH EQUIVALENTS

As of December 31 cash and cash equivalents consisted of the following:

2006 2005
Balances with the NBRK 1,257,883 324,791
Petty cash 4614 61,687
Current accounts in banks 18.491 83.609
Total 1,310,988 470,087
Analysis of cash and cash equivalents by currency:
2006 2005
KZT 1,301,517 470,054
usp 8,925 33
Euro 546 -

Total 1,510,988 470,087




Translation from the original in Russian

JOINT STOCK COMPANY CENTRAL ASIAN FUEL ENERGY COMPANY
AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2006
(in thousands of tenge)

19.

20.

21.

ASSETS HELD FOR SALE

The Group intends to sell its interest in the subsidiaries Sanatorium Energetic LLP and Rest-house
Energetic LLP by July 31, 2007. The Group also intends to sell land and constructions in Almaty by
May 31, 2007.

The major classes of operating assets and liabilities are classified as held for sale in the consolidated
balance sheet as follows:

Sanatorium Rest-house Land and Total
Energetic LLP  Energetic LLP constructions

Property, plant and equipment

(see Note 6) 12,780 112,610 186,000 311,390
Inventories 2.367 4,148 - 6.515
Trade accounts receivable R 139 . 747
Advances paid - 58 - 58
Taxes receivable and prepaid 969 17,344 - 18,313
Other accounts receivable i i5 - I8
Cash 141 26 - 167
Assets held for sale 16,268 134,940 186.000 337,208
Other accounts payable 1,869 105328 - 108,197
Taxes payable 7 87 - 94
Onther liabilities and accrued

expenses 7,260 45,856 - 53.116
Liabilities directly associated with

assets held for sale 10,136 151271 - hu:ll]?
SHARE CAPITAL

As of December 31, 2006 and 2005, share capital consisted of authorized, issued and fully paid
shares of 300,000 thousand tenge, made up by 300,000 shares with a par value of 1,000 tenge each.

In 2006 and 20035, Eximbank Kazakhstan JSC declared and paid dividends to third parties of 33,050
thousand tenge and 16,116 thousand tenge, respectively.

MINORITY INTEREST

As of December 31 minority interest was as follows:

2006 2005
Pavlodarenergy 1SC 3222818 2,767,605
Eximbank Kazakhstan JSC 2,634,015 1,693,607
Kaustik JSC - 42,850
Total 5,856,833 4,504,062
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Translation from the original in Russian

JOINT STOCK COMPANY CENTRAL ASIAN FUEL ENERGY COMPANY
AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2006
(in thousands of tenge)

22. BONDS ISSUED

As of December 31 bonds issued were as follows:

Bonds allocated at the price Maturity date  Interest rate 2006 2005
%

Bonds issued November 2013 0% 3,955,000 -
Bonds issued December 2010 9% 1.999.210 500,000
Premium 249503 -
Accrued mierest on bonds issued 95,926

Discount on bonds issued (9,911 -
Repurchase of bonds issued {21,343) -
Total 6,268,385 500,000

In December 2005, Pavlodarenergyservice JSC registered 20,000,000 outstanding coupon bonds for a
total of 2,000,000 thousand tenge with nominal value each of 100 tenge, at 9% interest, with
semiannual coupon payments, and maturity of 5 years.

On August 11, 2006 general meeting of the shareholders of Eximbank Kazakhstan JSC made a
decision to register a bond issue program to create resource in order to improve bank activities in the
area of trade and project funding.

On October 12, 2006, the Agency for Financial Control (“AFC™) registered the Bank's first bond
program (Certificate of state registration of securities #C29 dated October 12, 2006) and in
November 2006 the Bank issued its first bonds (coupon bonds, without security). The scope of the
bond program was 30,000,000 thousand tenge.

On October 12, 2006, the AFC registered the first bond issue within the Bank's first bond program.
The total scope of the bond issue was 10,000,000 thousand tenge . and amounted to 100,000,000
shares with par value each of 100 tenge (Certificate of state registration of securities #C29-1 dated
October 12, 2006). These bonds are included in the official KASE list as “A" category bonds (NIN -
KZPCIY07C299).
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23. LONG-TERM LOANS

As of December 31 long-term loans were as follows:

Interest  Currency 2006 Interest  Currency 2005
rate rate
Yo B

Halyk Bank of 7.50%-

Kazakhstan JSC 12.00% Euro 260 466 - a -
Halyk Bank of

Kazakhstan J5C 12.00% LSD 157,202 = -
Kreditanstalt Fur

Wiederaufbau 2.00% Euro 80,448 2.00% Euro 73,741
Halyk Bank of

Kazakhstan 1SC 13.00% KZT 77,321 -
World Bank 4.59% UsD 20.695 4 59% UsD 27421
Astana Holding

Corporation - KZT 4,028 - KZT 4,028
Eurasian Bank JSC 10.50%%- 10,50~

12.00% USD 3,060 12.00% UsD 1.411,140

Small Business

Development Fund - - = 5.00% UsD 29,713
Total 603,220 1.546,103

Kaztrubprom LLP, subsidiary of KTP Invest LLP, received loans from Halyk Bank of Kazakhstan
JSC to finance the construction and purchase of equipment for the Uralsk pipe plan. As of December
31, 2006, the debt of Kaztrubprom LLP to Halyk Bank of Kazakhstan JSC amounted 1o 260,466
thousand tenge in Euro, 157,202 thousand tenge in USD, 76,188 thousand tenge in tenge,
respectively. Kaztrubprom LLP used its property, plant and equipment of 377,993 thousand tenge as
collateral (see Note 6).

On October 27, 2006 Energycenter JSC, a subsidiary of Pavlodarenergy JSC, received loans from
Halyk Bank of Kazakhstan JSC with maturity on October 27, 2009. Interest is accrued on a monthly
basis. The interest rate on the loan is 13% per annumn. The debt of Energycenter JSC to Halyk Bank
of Kazakhstan JSC as of December 31, 2006 was 77,321 thousand tenge. As of December 31, 2006
Energycenter JSC pledged land and buildings of 22,945 thousand tenge as loan collateral (2005: nil)
(see Note 6).

In 1995 the Bank signed a loan agreement with Kreditanstalt Fur Wiederaufbau (Frankfurt-on-Main,
Germany) for a total of 29,500,000 DM, with interest at 2% per annum to finance individual expon
contracts on goods’ deliveries and related services in Kazakhstan, and which was concluded between
buyers and an exporter in the Federate Republic of Germany. The loan agreement is based on
resolutions of the Government of the Republic of Kazakhstan dated July 14, 1994 and May 6, 1996
“On Loans from German Credit Institutions”. The Bank services these projects within the agency
agreement with the Ministry of the Finance of Republic of Kazakhstan (“MFRKT) dated December 8,
1998, The loan is due for repayment on December 30, 2026.

On April 26, 1996, the Bank concluded a loan agreement with the “MFRK™ under the World Bank
credit line for 500,000 US dollar. The loan was issued to purchase computers, equipment, software
tools and consulting services for the integration of computer technologies to be used in the Bank’s
operations. The loan is due for repayment on September 1, 2010.
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1n June 2004, Pavlodarenergy JSC raised a loan from Eurasian Bank JSC to mature on June 7, 2009,
The initial intcrest rate was 10% and as of December 31, 2005 it was changed to 12%.
Pavlodarenergy JSC took the loan to upgrade property, plant and equipment, increase working capital
and refund other debt obligations. According to the loan agreement, the principal is paid between
January and April and between October and December (the principal is not paid between May and
September), while interest is repaid on a quarterly basis.

As of December 31, 2006 and 2005 Pavlodarenergy JSC secured the loan from Eurasian Bank JSC
using its property, plant and equipment of 4,987,714 thousand tenge and 4,689,636 thousand tenge,
respectively (see Note 6).

On October 8, 1999, the Bank entered into a loan agreement with the Small Business Development
Fund for 1,000,000 US dollar with an interest rate of 5% per annum, The loan was issued to further
finance the OJSC Kazakhstan Tractor project “Tractor production and its transfer to rural commodity
producers on leasing conditions”. The loan is due for repayment on September 15, 2006. In
accordance with an addendum to the agreement dated March 17, 2000 the interest rate was changed
to 1%. In 2006 the Bank fully repaid the loan.

Borrowings are repayable as follows:

2006 2005
Within one year (see Note 30) 28,165 475472
In the second and fifth years inclusive 534,360 1,043,210
After five years 20,695 27421
Total 603 220 1.546.103
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24, FINANCE LEASE OBLIGATIONS

The Group has finance lease obligations in accordance with Finance Lease Agreement #18/1497.05
dated April 2, 2004 concluded with Astana-Finance JSC and agreements #757 dated November I,
2005 and #976 dated October 4, 2006 concluded with BTA ORIX Leasing JSC.

The lease term is 3 vears with a borrowing rate of 14% per annum. Interest is fixed at the contract

date. Lease payments are made on a fixed basis and no arrangements have been made for contingent
lease pavments.

Minimum lease Present valoe of minimum
payments lease payments
2006 2005 2006 2005

Amounts payable under the finance

lease
Within one year 12,619 14,388 10,647 12,748
In the second to fifth years inclusive 8,921 4,796 7.861 4.660

21,540 19,184 18,508 17,408

Less: furure finance charges (3,032) (1,776) MNIA NIA
Present value of lease obligations 18,508 17,408 18.508 17,408
Less: Amount due for semtlement

within 12 months (10,647} i(12,748)
Amount due for settlement after

12 months 7,861 4 660
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25. TAXES

The Group's income tax expense/(benefit) for the years ended December 31 is presented below:

2006 2005
Current income 1ax expense 576,456 23,435
Deferred income tax expense/(benefit) 415385 (32,108)
Total incomie tax expense/(benefit) 991,841 (8.673)
As of December 31 deferred tax assets and liabilities were as follows:
2006 2005
Deferred tax assets arising from:
Provision for doubtful debis 111,044 238,551
L.oss carry forward 58.688 128,347
Unused vacation reserve 20,819 16,929
Taxes payable 11,538 58,994
Other 15,579 5,366
217,668 448,187
Valuation allowance {129,442) {195,681)
Total deferred tax assets 88,226 252 506
Deferred tax linbilities arising from:
Carrying value of property, plant and equipment (1,125,515) (850,377)
Inventories - (544)
Total deferred tax linbilities (1,125,515) (850,921)
Net deferred tax linbilities (1,037,289) (398.415)
Movements in deferred taxes during the years ended December 31 were as follows:
2006 2005
As of January | (598 415) (630.523)
Effect of the decrease in revaluation reserve (23,489) -
{ Decrease )increase in deferred tax liability (415,385) 32,108
As of December 31 (1.037.289) {398.415)
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The income tax expense/(benefit) for the years ended December 31 is reconciled to profit from
operations before income tax per the consolidated income statement as follows:

2006 2005

Profit before income tax from:

Continuing operations 3,918,602 427,768

Discontinued operations 13,988 (204,001)

3.932,590 223,767

Teax at the 30% stautory rate 1,179,777 67,130
Effect of lower tax rate (see Note 1) - (39.539)
Change in the valuation provision (66,239) (136,594)
Tax effect of gains from the disposal of interest in subsidiaries (232,577 (103.813)
Tax effect of permanent differences 110,880 204,143
Income tax expense/(benefit) 091.841 _ (8.673)
Income tax expense/(benefit) - recorded in the consolidated income

statement 990,476 {8.673)
Income 1ax expense charged to discontinued operations{see Note 43) 1,365 -
Income tax expense/{benefit) 951.841 (8.673)

26. CUSTOMER ACCOUNTS
As of December 31 customer accounts consisted of the following:
2006 2005

Long-term deposits 1,842 665 -
Repavable on demand 1,181,647 175,566
Short-term deposits 899_590 1,746,079
Deposit-guarantees 1.250 1.319
Total 3,925,152 1,922 964
Within one vear 2.067.978 1.922.964
In the second and fifth years inclusive 1,857,174 -
Total 3,925,152 1,922 964

As of December 31, 2006 and 2005, accrued interest included on customer accounts amounted to
22,839 thousand tenge and 23,106 thousand tenge, respectively.
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27.

28.

As of December 31, 2006 and 2005, 4 and 6 customers’ accounts comprised 77% and 92% of the
total balance, respectively, which is a significant concentration.

As of December 31, 2006 and 2003, the accounts of related parties were 68,214 thousand tenge and
nil, respectively (see Note 44),

Analysis of customer accounts by currency:

2006 2005
KELT 2,773,849 1.919,965
LsD 1,150,668 2,999
Euro 442 -
Other 193 .
Total 3,925,152 . 1,922,964
SUBORDINATED DEBT
As of December 31 subordinated debt consisted of the following:

2006 2005

Preferred shares (Mote 20) 1.818.128 -
Toal 1,818,128 -

Tn 2006, the Bank's share capital increased due to the issue of common and preferred shares. The
issue was divided into 10,000,000 common and 2,000,000 preferred shares. AFC registered the
Bank’s declared shares (Certificate of state registration of securities #A3611 dated October 27,
2006). A decision of the exchange board of the Kazakhstan Stock Exchange (“KASE™) dated
December 8, 2006 included the Bank's common (KZ1C36110019) and preferred (KZ1P36110115)
shares in the KASE list as “A" category shares, with codes EXBN and EXBNp, respectively.

The par value of preferred shares amounts to 1,000 tenge. Minimum annual dividends on these shares
amount to 100 tenge per share.

IAS 32 “Financial instruments: Disclosure and Presentation™ states that presentation requires
preferred shares or their components to be classified as a financial lability or equity instruments
according to the nature of a contractual agreement and definitions of the financial liability and equity
instrument.

OTHER NON-CURRENT LIABILITIES

As of December 31 other non-current liabilities consisted of the following:

2006 2005
Ash dump remediation linbility 36,601 -
Accounts payable 12,129 -
Total 48,730
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The Group uses two ash dumps belonging to TETS-3 and TETS-2 for its products. At the end of
their useful life the ash dumps should be reclaimed. As of December 31, 2006 the Group evaluated
the total remediation liability of the ash dumps to be 88,745 thousand tenge, which was reflected in
the consolidated balance sheet at the discounted amount of 26,762 thousand tenge, using an effective
discount rate of 11%. In 2006 the Group recognized site restoration interest expenses of 9,839
thousand tenge (see Note 41), The movement in provision were as follows:

2006
As of January 1
Arising during the year 26,762
Interest expense 9,839
As of December 31 36,601
Current portion =
Mon-current portion 36.601
Total 36,601

29, TRADE ACCOUNTS PAYABLE
As of December 31 trade accounts payable consisted of the following:
2006 2005

For work and services rendered 447 B9R 303,689
For property, plant and equipment and construction services 304,019 44,826
For purchased goods 213.558 140,689
For maintenance - 11,027
Cther 17.954 -
Total 983.429 300,231

As of December 31, 2006 and 2005 trade accounts payable to related parties amounted to 199,456
thousand tenge and 440 thousand tenge, respectively (see Note 44).

As of December 31, 2006 and 2005 trade accounts payable were expressed in tenge.
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30. SHORT-TERM LOANS AND CURRENT PORTION OF LONG-TERM LOANS

As of December 31 short-term loans and current portion of long-term loans consisted of the

following:
interest Cur- 2006 Interest Cur- 2005
rate rency rate rency
L Yo

Loans under repurchase

agreements - - 506,330 - - .
Neftebank JSC 6.0% KZT 230,383 4.0% KZT 39,249
Temirbank 1SC 9.5% KZT 101,056 - - -
Halvk Bank of Kazakhstan

JSC - current portion

(see Note 23) 13.0% KZT 28.165 - - -
Correspondent accounts - KZT 20 - KLT 20
Halyk Bank of Kazakhsian

ISC - - 13.0% KZT 78.000
Halyk Bank of Kazakhstan

I8C - - - 14.0% KZT 1.273,121
Fexaka Bank Kazakhstan

IsC - - - 15.0% KZT 621,775
Eurasian Bank JSC — current

portion (see Note 23) - - - 10.0% KZT 442,904
Alliance Bank J5C - - - 10.0% usp 211,106
Small Business Development

Fund - current portion

(see Note 23) - - - 5.0% uUsD 29773
Kreditanstalt Fur

Wiederaurbau — current

portion (see Note 13) . . - 2.0% Euro 2,795
Eurasian Bank JSC - - - 11.0% KZT 155
Total 865,954 2,698,898

As of December 31, 2006 and 2005 payable to banks included accrued interest of 28,284 thousand
tenge and 43,087 thousand tenge, respectively.

As of December 31, 2006 loans under repurchase agreements included accrued interest of 6,328
thousand tenge, with maturity in February 2007 (see Note 17).

As of December 31, 2006 and 2005 fair value of assets pledged as collateral, and the carrying value
of obligations under repurchase agreements comprised:

December 31, 2006 December 31, 2005
Carrying value  Fair value of  Carrying value  Fair value of
of loans collateral of loans collateral
Shares of Kazakhstan companies 506.330 586,433 - -
Total 506,330 586,433 - -
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3.

3L,

33.

ADVANCES RECEIVED

As of December 31, 2006 and 2005 advances received consisted mainly of advances received for
electricity and heat, and other services. As of December 31, 2006 and 2005 advances received were
expressed in tenge.

TAXES AND NON-BUDGET PAYABLE

As of December 31 taxes and non-budget payable were as follows:

2006 2005
VAT 396,408 289,003
Fines 277.041 207,853
Social tax 73,540 49816
Pension contributions 51,9499 28,654
Personal income tax 42,557 32471
Environment tax 32.269 30,587
Income tax - 68,643
Other 24,536 16,775
Total 898.350 723,802

As of December 31, 2006 and 2005 taxes and non-budget payable were expressed in tenge.

OTHER LIABILITIES AND ACCRUED EXPENSES

As of December 31 other liabilities and accrued expenses consisted of the following:

2006 2005
Payable 10 employees 167,138 157,112
Unused vacation reserves 80,679 64,436
Provision for impairment contingencies 17,218 6,943
Accrucd expenses 13,050 15,618
Prepaid commission for issued guarantees 11,966 -
Insurance pavable 6,379 3,093
Payable for shares 5,863 65,712
Accrued dividends on preferred shares (see Note 27) 1,667 -
Financial aid received - 46,376
Fines - 17.001
Other 38447 32.980
Total 342,409 409271

As of December 31, 2006 and 2005 other liabilities and accrued expenses were expressed in tenge.
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34. REVENUE

Revenue for the years ended December 31 consisted of the following:

2006 2008
Electricity and heat production and other
Sales of electricity 5,242,513 4,533,006
Sales of heating 2,969,053 2134271
Income from rent services 138,279 44,113
Transmission of electricity 95,632 359,236
Sale of chemical products - 175,380
Sale of computer equipment - 72,013
Other 95,614 66,990
8,541,091 7.385,000
Finance services
Irterest on loans and advanees to customers 1.488.714 822 734
Interest on loans and advances to banks 148416 20,792
Fee and commission income 145,142 T4.493
Income from the amortization of premium on Issued debt securities 410 -
Interest on securities available-for-sale - 120
Onher 1] -
1,782 688 918,139
Total 10,323,779 8,303,148

In 2006 and 2005 revenue from operations with related parties was 26,068 thousand tenge and nil,

respectively (sce Note 44),
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35, COST OF SALES

The cost of sales for the years ended December 31 consisted of the following:

Electricity and heat production and other
Fuel

Payroll expenses and related taxes

Services purchased

Inventories

Electricity and heat purchased for own purposes
Depreciation and amortization

Electricity supply

Other

Finance services

Interest on customer accounts

Interest on bank loans

Fee and commission expense

Interest on debt securities issued

Interest on preferred shares

Interest on loans from other organizations

Total

In 2006 and 2005 expenses from operations with related parties
36,639 thousand tenge, respectively (see Note 44).

2006 2005
2,178,110 1,868,248
1,628,109 1,405,169
1,387,339 903,821
1,173,627 980,076
862,193 696,856
830,184 828,377
22233 11,764
133,845 253,534
8.215.640 6,947 845
231,055 26,071
69,725 110274
7.101 14,066
3,955 -
1,667 .
1.368 1,789
314,871 152,200
8.530,511 7.100,045

were 316,587 thousand tenge and
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36. GENERAL AND ADMINISTRATIVE EXPENSES

General and administrative expenses for the years ended December 31 consisted of the following:

2006 2005
Payroll expenses and related taxes TI2810 607,376
Taxes other than income tax 232,397 208,624
Depreciation and amortization 135,961 118,769
Transportation 98.865 73.546
Sponsorship and charity 97,989 60,003
Security 93,102 89,291
Professional fees 77.768 49,871
Penalties and fines 77120 131,406
Heat shortages 76,375 44,053
Provision for doubtful debty T1.394 207,259
Telecommunication services 44,092 30,106
Maintenance of property, plant and equipment 41,321 -
Administrative expenses 40,324 -
Electricity shorages 37,003 40,935
Inventories 33,577 23,692
VAT for heat and electricity shortages 26,146 18,572
Write off of construction in progress 23,688 -
Rent and maintenance 14,082 13,811
Unused vacation reserve 11,482 3,900
Consulting services 11,008 -
Provisions/(recovery of provision) for guarantees 10.275 (6.943)
Ltilities 9,615 11,061
Bank charges 6,718 32,541
Business trip expenses 6.6%96 4.560
Recovery of provision for obsolete inventory (see Note 12) (10.472) (3,402)
Recovery of provision for fines and penalties on income tax (10,823) .
Recovery of provision for other non-current assets (see Note 11) (455,738) {995,191)
Other 136,265 152,540
Total 1,649,042 916,870

Heat and electricity shortages represent the cost of heat and electricity produced, which were lost by

technical problems heat and electricity through power networks, theft or other reasons,

In 2006 and 2005 operations with related parties were 68,295 thousand tenge and nil, respectively

(see Note 44).
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37. SELLING EXPENSES
Selling expenses for the years ended December 31 consisted of the following:

2006 2005
Payroll expenses and related 1axes 197,027 227,092
Transportation 46,588 47,308
Bank charges 17,928 -
Depreciation and amortization 13,344 12,557
Security expenses 11,851 10,547
Inventories 11,316 11.264
Communication expenses 6,251 7266
Rent expenses 5,498 8,910
Business trip expenses 3,380 5.204
Advertising and marketing . 14,231
Other 3,440 2,914
Total 316,623 347.293

38. OTHER OPERATING INCOME

Other operating income for the years ended December 31, 2006 and 2005 consisted of income from
fines, accrued by the Group based on court decisions for noncompliance with contracts terms related

to excess use of electricity and heat.

39, OTHER INCOME, NET

Other income, net for the vears ended December 31 consisted of the following:

2006 2005

Income from factoring operations 1,700,000 -
Income from accounts payable writen off 39,052 4,465
Recovery insurnnoe payments 28,756 -
Income from the placement of bonds 22,461 -
Rent income 18.063 .
Income from the producis of subsidiaries 8.754 11,319
Income from the sale of inventories, net 7.085 92,109
Income from the verification of inventories 5431 .
Interest income from cash placed on deposit with maturity

less than one year 4,506 -
Income from sublease agreemens 1,640 3,296
Income from construction-and-assembling operations - 20,329
Income from storage services - 8,959
Surplus from property, plant and equipment verification - 1,333
{ Loss) gain on property, plant and equipment disposal (8.271) 24,686
Expenses on the depreciation of property, plant and equipment transferred

to operating lease ( 16,960) -
Other income, net (11451} 16.530
Total 1,799,066 183,026
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41.

On May 11, 2006 Pavlodarenergy JSC and Eximbank Kazakhstan JSC signed a purchase factoring
contract. According to the contract, Eximbank Kazakhstan JSC factored accounts receivables from
Kuralay LLP and Rossin LLP with a nominal value of 17,098,372 US dollar to Pavlodarenergy J5C
for 850,000 thousand tenge. Subsequently on May 11, 2006 Pavlodarenergy J5C concluded a sale
factoring contract with Progressivnye Tehnologii LLP. According to the contract, Paviodarenergy
JSC sold accounts receivable from Kuralay LLP and Rossin LLP for 2,550,000 thousand tenge. As a
result of these transactions the Group recorded other income from factoring operations of 1.700,000
thousand tenge.

In 2006 and 2005 the Group received other income, net from operations with related parties of 91,148
thousand tenge and 52,619 thousand tenge, respectively (see Note 44).
GAIN ON DISPOSAL OF AN INTEREST IN A SUBSIDIARY

The gain on disposal of an interest in a subsidiary for the years ended December 31 consisted of the
following:

2006 2005
Sale of investments 1,845,667 674,884
Cost of investments (1,070.409) (328.841)
Total 775,258 346,043

In December 2005 the Group decided to sell 40% of its shares in Pavlodarenergyservice JSC through
KASE. As of December 31, 2006 and 2005 the Group sold 15.19% and 7.5% of their total
authorized, issued and fully paid shares in Pavlodarenergyservice JSC, respectively.

FINANCE COSTS

Finance costs for the years ended December 31 was as follows:

20046 2005
Interest expenses on issued bonds 179,340 -
Interest expenses on bank loans 92,248 186,422
Interest expenses on finance lease agreements 14,420 4324
Interest expenses on the dump restoration liability (see Note 28) 9,839 -
Total 205,847 190,746
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42. NET GAIN ON RECOGNITION OF FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT OR LOSS

The net gain on recognition of financial assets at the fair value through profit or loss comprises:

2006 2005

Trading gain on operations with financial assets recognized at fair value

through profit or loss
- Bonds 485,215 -
- Shares 15,295 -
Fair value adjustment on recognition of financial assets at fair value through
profit or loss
- Bonds (62,641) -
- Shares 113,327 -
Total net gain on recognition of financial assets at fair value

through profit or loss 331,216 -

43. GAIN/(LOSS) FROM DISCONTINUED OPERATIONS

On April 14, 2006 and September 29, 2006 the Group’s Board of Directors approved the decision to
sell 60% of its shares of Kaustik JSC and 100% of its shares in MacCenter Kazakhstan LLP, The
main activity of Kaustik JSC was production of technical products, while the main activity of
MacCenter Kazakhstan LLP was sale of computer equipment.

The results of the discontinued operations of Kaustik JSC and MacCenter Kazakhstan LLP for the
years ended December 3| were as follows:

2006 2005
Net gain/{loss) of subsidiaries 3,924 (5.673)
Gain/(loss) from disposal 8.699 ({198,328)
Profit(loss) from discontinued operations 12,623 (204.001)
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The results of activities for the period from January 1, 2006 till the date of disposal were as follows:

Soles
Cost of sales

Giross profit

Selling and service provision expenses
General and administrative expenses

COperating income

Financing costs

Other income

Other expenses

Profit/{loss) before incame tax
Income tax expense
Profit/{loss) for the period
Attributable to:

Equity holders of the Parent
Minority interest

57

MacCenter Kaustik JSC
Kazakhstan Period ended
LLP April 14, 2006
Period ended
September 19,
2006

128.005 95,296
{106,992) (83.103)

21,013 12,193
(1,612) (757
(11,423) (10.070)

7.978 1,366

(1,187 (2,057

= il

(1.115) {25)

5676 (BA5)

(1,365) z

4,311 (645)

4311 (387)

- (258)

4311 (645)
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Net assets disposed as at the date of disposal and January 1, 2006 were as follows:

MacCenter Kazakhstan LLF Kaustik JSC
September January 1, April 14, January 1,
29, 2006 2006 2006 2006
ASSETS:

Property, plant and equipment and

intangible assets 8,454 807 152,339 155,629
[ntangible assets 10 [ 255 259
Inventories 44,434 41,836 32,400 30911
Trade debtors of subsidiaries 8,426 13,302 29,986 13.246
Advances paid 4.216 2,603 6,789 232M
Value added tax 3.339 4,118 - -
Other accounts receivable 241 286 6,243 6,129
Cash and cash equivalents 4,395 7171 580 1,399
Total assets 73.515 70,135 228592 230,850

LIABILITIES:
Trade creditors of subsidiaries 53,643 23,747 18,816 12,029
Loans from banks - 24,975 71,1717 71,923
Advances received 5014 11,646 9,793 19,487
Taxes payahle 1,170 1,118 5313 1,932
Other liabilities and accrued expenses 18,507 17,779 14,832 10,775
Total liabilities 78,334 79,265 120,531 122,146
Net assels (4.819) {9.130) 108,061 108,704
Minority interest - (42,621)
Proceeds from disposal of a subsidiary 4,906 3.793
87 69,233

Total consideration satisfied by:

Receivable on disposal 87 233

Cash received - 69,000

87 69,233
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44. RELATED PARTIES TRANSACTIONS
The Group's related parties include Group’s shareholders and their subsidiaries, companies that are
associated by means of common control of the sharcholders or entities over which the Group or its
shareholders have significant control, and key management personnel.

Transactions between the Company and its subsidiaries are excluded upon consolidation and are not
presented in this Note.

During 2006 the Group had significant operations with the following related parties:

Name of the related party Relationship

Klebanov A.Y. Shareholder

Amirkhanov EA. Shareholder

Kan 8.V, Sharcholder

CapitalimpartCorp LLP Associated company
ATP Energetic LLP Associated company
Energyinvest-PV LLP Associated company
MacCenter Kazakhstan LLP Associated company
Enter-Unit LLP Associated company
Bicycle team CAFEC Associated company
Kaustik JSC Associated company
Kompstroi LLP Associated company
Kunaev D.1. OAPE J5C Associated company

In 2006 and 2005 the Group had the following significant transactions outstanding with related
parties:

Purchases of property, plant and eguipment (see Note 6)

2006 2005
Kaustik JSC 23,047 -
Energyinvest-PV LLP 17,330 -
Other - 134,244
Total 40,377 134,244
Finance lease receivables (see Note 9)

2006 2005

ATP Energetic LLP:
Finance lease receivable within the current vear 6,219 17,428
Finince lease receivable in the second to fifth yvears inclusive - 6,219
Total 6219 23,647
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Loans to customers (see Note 10)

MacCenter Kazakhstan LLP
Kompstroi LLP
Other

Total

Provision for impairment losses on loans to customers (see Note 10)

MacCenter Kazakhstan LLP
Other

Total

Purchases of inventories (see Note 12)

Kaustik J5C
ATP Energetic LLP
Energyinvest-PV LLP

Total

Trade accounts receivable (see Note 13)

Energyinvest-PV LLP

ATP Energetic LLP
Enter-Unit LLP

MacCenter Kazakhstan LLP
CapitallmportCorp LLP
Kokshe ISC

Total

Advances paid (see Note 14)

ATP Energetic LLP

Total

60

2006 2005
20,500 =
200 -
30,351 -
59051 .
2006 2005
1,025 ;
986 =
2011 -
2MM 2005
191,258 =
6,866 62
- 1.562
198.124 1.624
20 2008
9246 -
2037 1,172
233 233
152
5.827
11.668 117,232
2006 2005
66,939 59 880
66,939 50,880
=
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Other accounts receivable (see Note 16)

CapitalimportCorp LLP

Due from key personnel Paviodarenergy JSC
ATP Energetic LLP

MacCenter Kazakhstan LLP

Total

Customer accounts (see Note 26)

Kunaev D.1. OAFF JSC
MacCenter Kazakhstan LLP
Enter-Unit LLP

Total

Trade accounts payable (see Note 29)

CapitallmpontCorp LLP
Kaustik JSC
ATP Energetic LLP

Total

Liabhilities on loans and unused credit lines

MacCenter Kazakhstan LLP

Total

Guarantees issued

MacCenter Kazakhstan LLP

Total

6l

2006

160,620
75220
12.037

4772

2005

252 49

63,795
4,030
389

68.214

2006

179,000
20456

2005

199,456

2006

9,081

2005

9.081

2006

17,780

2005

17,780
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The following amounts, which arose from transactions with related parties, have been included in the
consolidated income statement for the years ended December 31:

Interest income (see Note 34)

2006 2005

MacCenter Kazakhstan LLP L3 -
Kan S.V. 491 .
Dﬂ]er I .Iﬂﬂ =
Tonal 3202 -
Revenue (see Note 34)

2006 2005
Kaustik JSC 22 866
Total 22.866 -
Cost of sales (see Note 35)

2006 2005
ATP Energetic LLP 316,519 -
Kaustik JSC 68 =
Cost of sold shares of Kokshe J5C - 36,639
Total 316,587 16,639
General and administrative expenses (see Note 36)

2006 2005
ATP Energetic LLP 51,840 -
Bicycle team CAFEC |6.455 -
Total 68295
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Other income (see Note 39)

2006 2005
Kaustik J5C 63,346
EncrgyinvestPV LLP 20,437 -
ATP Energetic LLP 3,868 9,276
MacCenter Kazakhstan LLP 1,497 -
Sales of shares of Kokshe J5C - 43,343
Total 91,148 52,619

Key personnel of the Group

In 2006 the compensation of members of the Board of Directors and other key Group’s management
personnel, which consisted of 8 people, was 167,453 thousand tenge (2005: 102,176 thousand tenge).

45. TRANSITION TO IFRS

The Group’s transition date to IFRS is Janvary 1. 2005, except for the Bank whose IFRS transition

date was prior to the Group's, Below is the reconciliation of the latest KAS consolidated balance
sheet to the IFRS opening consolidated balance sheet.
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- Reconciliation of consolidated balance sheet as of January I, 2005:;
KAS Effect of IFRS
transfer to
IFRS
ASSETS
NON-CURRENT ASSETS 1098208 1715259 12913467
Property, plant and equipment d 3 2,913 467
- Gmdwfll e 2,475.953 (1,747.924) T28.031
Intangible assets 17,841 = 17.841
Investments %0 ., 90
¥inmee lease receivables - 23,647 23.647
Lons 0 customers 1727233 = 2.227.233
Advances pald for acquisition of non-Current assets - L.66s 1663
Total non-current assels 14,919,327 902647 15911974
CURRENT ASSETS:
Inventories B19.384 180,977 1000361
Current portion of loans to customers 9454706 . 945,476
= Trade accounts receivihble 2,093,648 (101,559 1,992,089
Advances paid §.635 733,258 741,893
Tuxes recoverable and prepaid 2,490 3,768 6,258
Curreni portion of finance lease receivables - 15771 15.771
E Other accounts receivable 2,196,600 (673, 366) 1,523,234
Investments 279 - 9
Cash and cash equivalenis 183,198 - 183,198
Total current assets 6,249,710 158,849 6,408,559
TOTAL ASSETS 21,169,037 1151496 22320533
EQUITY AND LIABILITIES
EQUITY
Share capital 300,000 - 300,000
Retained earmings 1.168.462 3893318 11,061,780
Equity attributable to equity holders of the Parent 7,468,462 3,893.318 11,361,780
Minority interest 1.812.661 - 1R12.661
Total equity 11,281,123 3.4893,11% 15,174,441
MNON-CURRENT LIABILITIES:
Long-term loans 1477448 - 1477448
Finamee lease ohligations - 17,408 17.408
Dieferred tax liabilitics 7.942 622,581 630,523
Negative goodwill 265,729 (3,265,729) -
Other non-current linbilities L.286 - 1,286
Total nonscurrent liabilities 4. 732405 {2 625.740) 2,126,665
' CURRENT LIABILITIES
Trade aceounts pavable 1,174,851 24611 1.199.462
Customer accounts 101,658 - 101,658
2 Shor-term loans 1L.211.028 14,192 1.225220
Advances received 490,116 189306 679,422
Taxes and non-budget payable 22141 751,554 173,695
Current portion of finance lease obligaiions - 1.092 11,092
(her Habilities and accrued expenses 2,135,715 A1, 106.837) 1,028,878
Total current Habilities 5.135.509 {116,082) 5,019,427
TOTAL EQUITY AND LIABILITIES iihlﬁﬂ.l}i? 1,151,496 2232513
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Substantially all IFRS transition adjustments relate to the revaluation of property, plant and
equipment, the valuation of goodwill and reclassifications in the presentation of consolidated
financial statements in accordance with IFRS.

46. FAIR VALUE OF FINANCIAL INSTRUMENTS

The estimated fair values of financial instruments are disclosed in accordance with the requirements
of IAS 32 “Financial instruments: Disclosure and Presentation™ and [AS 39 “Financial Instruments:
Recognition and Measurement™. Fair value is defined as the amount for which an instrument can be
exchanged between knowledgeable willing parties in an arm’s length transaction, other than in a
forced or liquidation sale. As no readily available market exists for a part of the Group's financial
instruments, judgment is necessary in arriving at fair value, based on current economic conditions
and specific risks attributable to the instrument. The estimates presented herein are not necessarily
indicative of the amounts the Group could realize in a market exchange from the sale of its full
holdings of a particular instrument.

As of December 31, 2006 and 2005 the Group used the following methods and assumptions to
estimate the fair value of each class of financial instrument for which it is practicable to estimate
such value:

Cash and cash equivalents — The carrying amount of cash and cash equivalent balances represents
their fair value.

Trade and other accounts receivable — The carrying amount of trade and other accounts receivable is
considered a reasonable estimate of their fair value as the provision for doubtful debts is considered a
reasonable estimate of the discount required to reflect the impact of credit risk.

Long-term loans — The carrying amount of long-term loans is considered a reasonable estimate of
their fair value as the nominal interest rate on long-term debt is considered to be a reasonable
approximation of the fair market rate with reference to loans with similar credit risk level and
maturity period at the reporting date.

Cash and balances with the NBRK — For these short-term instruments the carrying amount is a
reasonable estimate of fair value.

Loans and advances to banks - For these assets, the carrying amount is a reasonable estimate of fair
value,

Finance lease obligations — The carrying amount of finance lease obligations represents the fair
value or, if lesser, the current value of minimum rent as determined when the rent period starts.

Laans to customers — The fair value of a loan portfolio is based on the credit and interest rate
characteristics of the individual loans within each sector of the portfolio. The estimation of the
provision for impairment losses includes consideration of risk premiums applicable to various types
of loans based on factors such as the current situation of the economic sector in which each borrower
operates the economic situation of each borrower and guarantees obtained. Accordingly, the
provision for impairment losses is considered a reasonable estimate of the discount required to reflect
the impact of credit risk.
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47. RISK MANAGEMENT POLICIES

Risk management is an essential element of the Group's operations. The main risks inherent to the
Group's operations are those related to credit risk exposures, market movements in interest rates and
foreign exchange rates. Description of the Group’s risk management policies in relation to those risks
follows.

Credit risk — The Group is exposed to credit risk which is the risk that one party to a financial
instrument will fail to discharge an obligation and cause the other party to incur a financial loss.

The Group structures the levels of credit risk it undertakes by placing limits on the amount of risk
accepted in relation to single customer or group of customers. Limits on the level of credit risk by
customer are approved monthly by the Group management.

Liquidity risk — Liquidity risk refers to the availability of sufficient funds to meet deposit
withdrawals and other financial commitments associated with financial instruments as they actually
become due.

Interest rate risk — The Group's interest rate risk relates to issued bonds and is the risk that the value
of bonds will fluctuate due to changes in market interest rates. The Group manages fair value interest
rate risk through the periodic estimation of potential losses that could arise from adverse changes in
market conditions. The Budget-Economy Department monitors Group's current consolidated
financial performance, estimates the Group's sensitivity to changes in fair value interest rates and its
influence on the Group’s profitability.

Currency risk — Currency risk is defined as the risk that the value of a financial nstrument will
fluctuate due to changes in foreign exchange rates. The Group does not hedge its currency risks.
48. COMMITMENTS AND CONTINGENCIES

In the normal course of business the Group is a party to financial mstruments with off-balance sheet
risk in order to meet its customers’ needs. These instruments, involving varying degrees of credit risk,
are not reflected in the consolidated balance sheet.

The Group's maximum exposure to credit loss from contingent liabilities and commitments to extend
credit. in the event of the other party fails to perform, and where all counterclaims, collateral or

security prove value less. is represented by the contractual amounts of those instruments,

The Group uses the same credit control and management policies in undertaking off-balance sheet
commitments as it does for on-balance sheet lending.

As of December 31, 2006 and 2005 the loss provision on letters of credit and guarantees amounted to
17,218 thousand tenge and 6,943 thousand tenge, respectively.

The risk-weighted amount is obtained by applying credit conversion factors and counterparty risk
weightings according to the principles employed by the Basle Committee on Banking Supervision,
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As of December 31, 2006 and 2005 nominal or contractual amounts and the risk weighted credit
equivalents of instruments with off-balance sheet risks were:

December 31, 2006 December 31, 2003
Nominal Risk Nominal Risk
amount weighted amount weighted
amount amount
Contingencies and obligations on
letters of credit
Guarantees issued and similar
liabilities 2,369,876 2,352,658 235,722 228,779
Liabilities on loans and unused credit
lines 2.013.474 1,007,737 1,509.991 754,996
Total contingencies and liabilities on
letter of credit 4,385,350 3.360.395 1,745,713 983,775

Agency agreements — The Group served the credit lines received by the Government of the Republic
of Kazakhstan from international financial institutions within intergovernmental credit agreements.
The Group may incur losses due to MFRK failing 1o officially notify of borrower’s failure to execute
its liabilities. Following the Group’s acquisition in 2004 by private enterprises Group management
began transferring certain bad debis and related liabilities to the newly-established State
Rehabilitation Fund.

Legal issues — The Group can be the subject of legal proceedings and adjudications from time to
time. none of which has had, individually or in total. a material adverse impact on the Group,

Tax and regulatory environment — The Government of the Republic of Kazakhstan continues to
reform business and commercial infrastructure in its transition to a market economy. As a result laws
and regulations affecting businesses continue to change rapidly. These changes are characterized by
poor drafting, different interpretations and arbitrary application by the authorities.

In particular taxes are subject to review and investigation by a number of authorities authorized by
law to impose fines and penalties. While the Group believes it has provided adequately for all tax
liabilities based on its understanding of tax legislation, the above facts may create tax risks for the
Group.

Pensions and retirement plans - In accordance with the Law of the Republic of Kazakhstan “On
Pension Provisioning in the Republic of Kazakhstan™ dated June 20, 1997, the Group transfers its
employees pension contributions to accumulative pension funds in according to the size of employees
salaries and be in the appropriate deadline. As of December 31, 2006 and 2005 the Group was not
liable for any additional pensions, post-retirement health care. insurance benefits, or retirement
indemnities to its current or former employees.

Environment protection matters — The Group believes it is currently in compliance with all existing
Kazakhstan environmental laws and regulations. However, Kazakhstan environmental laws and
regulations may change in the future. The Group is unable to predict the timing or extent to which
these environmental laws and regulations may change. Such a change, if it occurs, may require the
Group to modemize technology to meet more stringent standards.
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49.

Insurance — As of December 31, 2006 and 2005 the Group insured the TETS-2, TETS-3 and oxygen
workshop production facilities. The Group did not insure the administrative building. Since the lack
of insurance had not led 10 a decrease in the value of assets or the creation of liabilities, no provision
was made in these consolidated financial statements for contingent expenses relating to the damage
or loss of such assets.

Capital investments — Pavlodarenergy JSC has developed and agreed a capital investment plan for
1007-2013 with the Agency for Regulation of Natural Monopolies. According to the plan,
Pavlodarenergy JSC is to invest 8.000 million tenge into production assets.

EVENTS AFTER THE BALANCE SHEET DATE

On January 31, 2007 the Group and Askar-Pavlodar LLP concluded agreement #3-204 for the sale of
property (interest in the partnership’s share capital) on the sale of 100% interest in the share capital
of Energetic rest-house LLP for 360 thousand tenge exclusive of VAT, On May 8, 2007 the Company
and GKP Almatyzher concluded a real estate land and construction repurchase agreement for 500,000
thousand tenge and 110,000 thousand tenge, respectively (see Note 19).

In 2007, Pavlodarenergy JSC approved new price tariffs from June 1, 2007, The Group's steam
supply service increased to 16 kg/em — by 57%, steam 40 kg/em — by 31%, while hot water supply
service increased - by 26%.

In January 2007, Eximbank Kazakhstan JSC placed 608,341 common shares for subscription worth
1,000 tenge per share for a total of 608,341 thousand tenge on the unorganized stock market

In 2007, as & part of its first bond program, Eximbank Kazakhstan JSC had the AFC register bonds on
October 12. 2006 worth 38,020,000 shares, with a par value of 1,000 tenge for a total of 3,846,000
thousand tenge. The bonds discount amounted to 2.192 thousand tenge, while the premium on the
bonds amounted to 46,192 thousand tenge.

In May 2007, the Company became a major shareholder in D.I. Kunayev OAPF JSC by purchasing a
99% interest in the company

In May 2007, the Company purchased a TETS (heating and electricity station) and heat distributing
facilities in Ekibastuz, Pavlodar oblast from Access Industries.

CONCENTRATION OF BUSINESS RISK

The Group's business activities are in the Republic of Kazakhstan. Laws and regulations affecting
businesses operating in the Republic of Kazakhstan are subject to rapid changes, while the Group’s

assets and operations could be at risk due to negative changes in the political and business
environment.
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