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“KMF" Microfinance Organisation” LLC (KMF,
the Company) has been the undisputed
leader of the Kazakhstani microfinance
market for many years. The main focus

of the Company is on financing micro

and small businesses mainly in rural areas.
Since its foundation, KMF has invested over
KZT 1.8 trillion in the Kazakhstan economy,
disbursing over 3.4 million loans mainly

in rural areas.

KMF has an extensive branch network,
including 17 branches and 109 outlets

in the territory of the Republic

of Kazakhstan. Branches are located

in the cities of Almaty, Astana, Aktobe,
Zhezkazgan (Ulytau), Karaganda,
Kokshetau, Kostanay, Kyzylorda, Pavlodar,
Petropavlovsk, Semey, Taldykorgan, Taraz,
Turkestan, Ust-Kamenogorsk, Uralsk

and Shymkent.

KMF was established in 1997 with

the support of USAID and was originally
called the “Kazakhstan Loan Fund”.

On January 5, 2015, “KazMicroFinance”
MCO LLC underwent the re-registration
procedure in the justice authorities

and changed its name to “KMF"
Microfinance Organisation LLC".

On February 6, 2023, the General

Meeting of Participants of the Company
decided to change its legal form from

a limited liability company to a joint-stock
company. The procedure of re-registration
of the Company and its transformation
into a joint-stock company was completed
on May 30, 2024.

The Company has received international
recognition as a socially oriented company,
acting in accordance with the principles
of client protection, which allowed it

to establish fruitful copperation with
international development institutions.
The Company’s partners include IFC,
EBRD, OeEB, SIFEM, Proparco, ADB, EIB.
The Company closely cooperates with
major international organizations engaged
in microfinance: responsAbility, Triodos,
Triple Jump, Incofin, DWM, BlueOrchard,
Symbiotics, Frankfurt School.

A priceless contribution to the development
of the Company was also made

by Kazakhstani financial organizations,

such as Altyn Bank, Halyk Bank, ForteBank,
as well as DAMU Entrepreneurship
Development Fund.
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DYNAMICS OF KEY INDICATORS

Loan portfolio and market share,
billion tenge at period-end

PaR90+, billion tenge at period-end

25.2% 22.2% !
19.7%
2455
203.5
1617
2021 2022 2023

@ KMF loan portfolio (net)
= KMF share in the total MFI portfolio

Structure of the client base. by place
of residence / carrying out of
activities, at period-end

(@ (@ i~
32% 33% 33%
68% 67% 67%
2021 2022 2023
@ Urban
@ Rural

41%
2.2%
101
m 3.6
2021 2022 2023
® NPL90+

=1 Share of NPL 90+ in the loan portfolio

Number of active clients and loans
disbursed, in thousand at period-end

367
333.2 P
257.3 2651
Loans disbursed Active clients

2021 @ 2022 @@ 2023

Structure of the loan portfolio. by
lending types, at period-end

8.8% 10% 8.7%
| 51.6% 54.3% 56.1%
2021 2022 2023 i

@ Retail commerce, service and production
sector loans
@ Consumer loans
Agricultural loans .

Dynamics of profitability indicators

27% (
30% 23.4% .

8.5% ™N
2021 2022 2023

m ROA

= ROE

"*KMF [ Annual report 2023



FEBRUARY

¥ Start of transition to IT solutions
of Colvir Software Solutions as part
of the plan to automate business
processes and transform into
a bank

¥ IFC provided KMF with
a $20 million loan to support
entrepreneurs

MARCH

¥ Launch of KMF-Qurmet loyalty
program

¥ Opening of “Auyl Bereke” sub-office
in Taraz

¥ KMF was awarded
“The Best Financial Partner
for Financing Micro-Businesses
and SMEs" by the European
Bank for Reconstruction
and Development

¥ Signing of a loan agreement with
Proparco for $30 million

APRIL

® Opening of Teriskey sub-office
in Turkestan region

¥ Holding an agro-forum in Taraz
together with KMF-Demeu Fund

MAY

® EBRD provided KMF with
a $35 million loan to finance women'’s
entrepreneurship and support
“green” initiatives

¥ KMF became a sponsor of a large-
scale exhibition of Kazakh producers
“Ulttyg Onim 2023"

Holding agro-forums in Saryagash
and Shieli village

AUGUST

¥ Fitch Ratings affirmed KMF’s Long-
Term Issuer Default Rating (IDR)
at ‘B+' with a ‘stable’ outlook

OCTOBER

¥ Launch of a joint project of KMF
and OLX to enable marketplace
clients to obtain microloans online

¥ Holding the KMF Isker Hanymy
2023 award ceremony to support
women's entrepreneurship

NOVEMBER

¥ US Fund Accion has awarded
a $100,000 grant to the KMF Product
Lab to develop ecosystem products
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MESSAGE FROM THE CEO

Dear Clients, Partners, Investors and Colleagues!

We present to your attention the Annual Report of KMF
Microfinance Organisation for 2023. While following
the principles of openness and transparency of business,
the annual report reflects the results of our activities
in the reporting year to the maximum extent possible.

I would like to note that this report summarizes the results
of our activities as a microfinance organization. We
have made one of the most important decisions
for the development of the company - to transform into
a second-tier bank. | believe that this transition will open
up a wide range of new opportunities for us. We will be
able to expand our product range and open a full package
of financial services to our clients.

These changes will contribute to the realization of KMF
strategy, which we adopted at the very beginning
of the company's existence — support of micro, small
and medium businesses, development of agro-industrial
sector and support of women entrepreneurship
in the Republic of Kazakhstan. For 27 years, we have stayed
loyal to our strategy and believe that the transformation
into a bank will help us to further develop our activities
in this direction.

In 2023, KMF disbursed 91% of loans for the purposes
of commerce, services, manufacturing and agriculture.
In general, speaking about our performance, | am proud
to note that KMF has not slowed down its development.
Our loan portfolio grew by 21% compared to 2022; we
disbursed over 367,000 loans and kept our portfolio-at-risk
at a low level of 4.11%.

% KMF

The efforts of the entire company in building
a diversified and short-term loan portfolio were justified
by the assessment of KMF's default rating at ‘B+ with
a ‘Stable’ outlook by the international company Fitch
Ratings. KMF'’s national rating was also affirmed at ‘BBB
(kaz)' with a ‘Stable’ outlook.

One of our advantages has always been access
to domestic and international financing. In 2023, through
our collaboration with major financial institutions, we
continued to expand our capabilities. IFC, a member
of the World Bank Group, and the European Bank
for Reconstruction and Development (EBRD) together
provided us with more than $55 million, which was
used to support rural entrepreneurs, women-owned
businesses, and green economy projects. And as
a result of our commitment to our strategy, KMF was
awarded “The Best Financial Partner for Financing Micro-
Businesses and SMEs” by the EBRD.

Growth and development of clients, employees
and partners is the path KMF has been following for over
26 years. Despite the classical approach to microfinance,
we pay great attention to the introduction of digital
technologies. Digitalization at KMF means applying
modern methods of team management, creating unique
digital products so that every client, even in the most
remote region, can receive a decent service that fully
meets their needs.

Last year we launched the process of introducing the Agile
approach among the top and middle management
of the company. Using the example of the IT department,



we saw that Agile helps employees to be closer to the client,
to have more freedom and responsibility for their product.

Thanks to this approach, the company cultivates a flexible way
of thinking, because in the current realities managing “as before”
is no longer possible. Products become obsolete before they
reach the market, and it is necessary to continuously generate
and test hypotheses, not be afraid of mistakes, and quickly
implement ideas. KMF has always been a proactive leader,
which is why the Agile approach fits perfectly into our culture.

Summarizing the results of the past year, | would like
to distinguish and thank the entire team of our company. All
these achievements are the result of efforts of the KMF team.
Employees, who put the interests of clients as their main goal,
constantly work on improving services and conditions for them,
are the main asset of our company. Thanks to the professionals
working in KMF, every year we can set ambitious goals and be
sure that we will be able to achieve them.

Best regards,

Shalkar Zhussupov

CEO of

JSC “Microfinance Organization “KMF"
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GENERAL INFORMATION

“Microfinance Organisation “KMF" LLC
(from May 30, 2024 - JsC
“Microfinance  Organisation  “KMF") is

the longest-standing MFO in Kazakhstan
and the undisputed flagship of
the Kazakhstani microfinance market
for many years. The company is
focused on financing micro and small
businesses mainly in rural areas, as well
as women entrepreneurship. Since its
foundation, KMF has invested over KZT
1.8 trillion in Kazakhstan's economy,
disbursing over 3.4 million loans mainly
in rural areas.

KMF was established in 1997 with
the support of USAID and was originally
called the “Kazakhstan Loan Fund”
On January 5, 2015, “KazMicroFinance” MCO
LLC underwent the re-registration procedure
in the justice authorities and changed its
name to “KMF Microfinance Organization
LLC". On February 6, 2023, the General
Meeting of Participants of the Company
decided to change its legal form from
a limited liability company to a joint-stock
company. The procedure of re-registration
of the Company and its transformation
into a joint-stock company was completed
on May 30, 2024.

KMF has an extensive branch network, which
as of the end of the reporting year included
17 branches and 109 outlets in the territory
of the Republic of Kazakhstan. Branches are
located inthecities of Almaty, Astana, Aktobe,
Zhezkazgan (Ulytau), Karaganda, Kokshetau,
Kostanay, Kyzylorda, Pavlodar, Petropavlovsk,
Semey, Taldykorgan, Taraz, Turkestan, Ust-
Kamenogorsk, Uralsk and Shymkent.

The Company has received international
recognition as a socially oriented company,
acting in accordance with the principles
of client protection, which allowed it
to establish fruitful cooperation with
international  development institutions.
The Company’s partners include IFC, EBRD,
OeEB, SIFEM, Proparco, ADB, EIB.

The Company's partners also include
the reputed foreign organizations engaged
in microfinance: responsAbility, Triodos,
Triple Jump, Incofin, DWM, BlueOrchard,
Symbiotics, Frankfurt School. A priceless
contribution to the development
of the Company was also made
by Kazakhstani financial organizations, such
as Altyn Bank, Halyk Bank, ForteBank, as well
as DAMU Entrepreneurship Fund.

HISTORY OF THE COMPANY

In 1996, the United States Agency
for International Development (USAID)
announced a competition for the allocation
of funds for the implementation
of microfinance development projects
in  Kazakhstan. The international non-
governmental organization ACDI / VOCA,
headquartered in Washington (USA), won
the comptetition and received funding
from USAID in the amount of $14 million
for the implementation of its project.

ACDI / VOCA became the founder
of “Kazakhstan Community Loan Fund”
non-for-profit  corporate  fund, which
started operating on November 20, 1997
Initially, Kazakhstan Community Loan Fund
disbursed unsecured short-term microloans
in the amount of 7,500 tenge (approximately
$100 at the exchange rate as of the end
of 1997), which were backed by group
and several joint liabilities.

In March 2003, Kazakhstan adopted the Law
“On Microcredit Organizations”, which
became the basic legal act to regulate
microfinance in Kazakhstan. In order to align
its legal status with the new regulatory
requirements, in 2004 Kazakhstan
Community Loan Fund was re-registered
as Kazakhstan Loan Fund microcredit

organization (KLF), which continued to be
non-commercial in nature.

Further development of Kazakhstan Loan
Fund, including in terms of expanding
opportunities for attracting additional
debt financing, required a transition to a
commercial format. In November 2006,
KLF founded a subsidiary commercial
organization KazMicroFinance MCO
LLC, and in 2007 KLF transferred all core
microlending activities, loan portfolio, fixed
assets and liabilities to KazMicroFinance
MCO LLC. In 2008, by the decision of ACDI /
VOCA, Kazakhstan Loan Fund changed its
name to KMF-Demeu.

In connection with the enactment in
November 2012 of the law “On Microfinance
Organizations”?, on January 5, 2015,
KazMicroFinance MCO LLC was re-registered
in the justice authorities and changed its
name to LLC *“Microfinance Organization
“KMF".

On 30 May 2024, the company was
transformed into a joint stock company
and changed its name to “Microfinance
Organisation “KMF" JSC".

" Law of the Republic of Kazakhstan dated March 6, 2003 N0.392. Ceased to be in force by virtue of the Law
of the Republic of Kazakhstan dated November 26, 2012 No. 56-V “On microfinance activities”.
2 Law of the Republic of Kazakhstan No. 56-V of 26 November 2012 “On Microfinance Activities”.
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1997

1998
1999

2000
2001

2002

2003

2004

2005
2006

Registration of Kazakhstan Community Loan Fund on November 20, 1997
and opening of an outlet in Taldykorgan
Disbursement of the first loans to 21 residents of the city

Number of Kazakhstan Community Loan Fund'’s clients increased to 1,000 people
The first issue of “Isker” customer edition was published

Adoption of thefirst three-year strategy of the Company, which defined the mission
and key strategic goals, as well as captured the decision to scale KLF's activities
in Kazakhstan

Opening of a branch in Shymkent

Opening of a branch in Almaty
Adoption of the methodology of individual micro-lending

The Company celebrated its fifth anniversary. The number of clients reached 4,487
people, and the loan portfolio increased to 217.5 million tenge
Adoption of the methodology of micro-lending for consumer purposes

Opening of branches in Turkestan and Taraz, opening of the first office in a regional
center

The Company received its first financial rating from M-Crill international rating
agency (India) with the highest score

Kazakhstan Community Loan Fund was transformed into a non-for-profit
microcredit organization Kazakhstan Loan Fund
M-Crill rating agency affirmed the Company’s rating

Opening of a branch in Astana
Adoption of the methodology of micro-lending for agricultural producers

Kazakhstan Loan Fund established a subsidiary commercial organization
KazMicroFinance MCO LLC. All clients and employees of KLF were transferred to a
new organization

Opening of branches in Kostanay and Kyzylorda

World Bank’s Mix Market informational platform gave KazMicroFinance MCO LLC
the highest score - “Five Diamonds”. The Company ranked third in Mix Market’s
rating in terms of loan portfolio quality among the top 100 MFOs in the world

2007
2008

2009

2010

201

2012

2013

2014

The US financial and economic magazine Forbes included KazMicroFinance MCO
LLC in Top 50 MFOs in the world, where the Company ranked 37t

By decision of the founder — ACDI/VOCA non-for-profit corporation — KLF was
transformed into KMF-Demeu Corporate Fund

USAID recognized KazMicroFinance MCO LLC the best organization in Kazakhstan
in the field of economics and presented the Company an award “For effective
management and leadership in financial inclusion for micro-entrepreneurs”
KazMicroFinance MCO LLC changed its corporate style: the short “KMF” logo
began to be used both in external and internal design

Branches were opened in Ust-Kamenogorsk, Kokshetau, Paviodar, Semey

The international non-for-profit organization Center for Financial Inclusion
recognized the Company as the best MFO as part of the Smart Campaign initiative
and awarded it “For success in protecting the client rights”

A branch was opened in Aktobe

By the decision of the General Meeting of the Founders of the Company in 2011,
the Supervisory Board was formed at KazMicroFinance MCO LLC, which included
qualified and experienced professionals

The Company celebrated its fifteenth anniversary: by November 2012, KMF's loan
portfolio reached 12 billion tenge

A branch was opened in Uralsk

The Company, together with KMF-Demeu corporate fund, launched a project
to improve the financial literacy of the population of Kazakhstan. The initiative
involves distribution of free brochures with lessons and a presentation
at the company’s offices for borrowers. Lessons were also available in Kazakh
and Russian on the website of KMF-Demeu Fund

A branch was opened in Petropavlovsk

The Company raised international capital investments in the amount
of $13.6 million. The largest international funds responsAbility Management
Company S.A., responsAbility SICAV (Lux), Triodos Custody B.V., TRIODOS SICAV I
became the Company’s participants
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2015

2016

2017

2018

2019

2020

The Company became the first in Kazakhstan and the 31t in the world to receive
the Smart Campaign certificate, which confirms the compliance of the Company's
business processes and policies with the principles of social protection of clients

In accordance with changes in the legislation, the Company was re-registered as
an MFO and began to bear the name “KMF Microfinance Organization LLC"

The Company began cooperation with the EBRD under the “Women in Business”
project to provide microloans to women-entrepreneurs

The Company began cooperation with Damu Entrepreneurship Development
Fund in three areas of lending to microentrepreneurs: direct financing, providing
funds under a guarantee and providing funds as an operator of state programs

KMF celebrated its twentieth anniversary: the Company's loan portfolio exceeded
80 billion tenge, and the number of borrowers surpassed 200 thousand people.
Over 20 years of its operation, the Company has disbursed a total of 1.7 million
microloans in the amount of over 560 billion tenge

KMF organized the first international conference in Kazakhstan on financial literacy
of the population

The Company received the largest syndicated loan in the history of the MFO
market in the amount of $44 million from the International Finance Corporation
(IFC), which is a member of the World Bank Group

KMF received the first syndicated loan from the EBRD in Kazakhstan in the amount
of $50 million to finance micro, small and medium-sized enterprises

KMF became a finalist of the prestigious European Microfinance Award 2019,
entering the top three MFOs in the world with the “Mobile Expert” project

KMF received a $40 million loan from the EBRD in tenge equivalent to support
Kazakh entrepreneurs during the COVID-19 pandemic

A mobile application for customers was launched, the number of users of which
by the year-end exceeded 150 thousand

A borrower support program that covered dozens of thousands of clients was
developed and successfully implemented

KMF received an award from the EBRD for success in the adoption
and implementation of sustainable development projects in the field of gender
and economic integration

KMF, having received a $5 million credit facility in tenge equivalent, became
the first Kazakhstani partner of the EBRD under the “Green Finance” program

2021

2022

2023

The company raised 10 billion tenge on the securities market by placing two bond
issues on KASE with a coupon rate of 13% and a two-year maturity

The company launched a car loan program through a partner network of dealership
centers

An automated scoring of all applications from loan officers was launched

The international agency Fitch Ratings assigned the Company a long-term issuer
default rating of ‘B+" with a ‘Stable’ outlook

Launch of the updated mobile application “KMF MFO"

KMF and KMF-Demeu corporate fund made $2 million capital investment to MOST
Venture Fund

Opening of branches in Aralsk (Kyzylorda region) and Urzhar (East Kazakhstan
region), as well as in Zhetysay district of Turkestan region

Fitch Ratings affirmed KMF's long-term issuer default rating at ‘B+ / outlook
‘Stable’

KMF signed a $15 million loan agreement with the Asian Development Bank
to expand financial inclusion for micro, small and medium-sized enterprises
in Kazakhstan

KMF signed a $25 million loan agreement with the EBRD for lending to SMEs led
by women

Holding an agricultural forum dedicated to the 25" anniversary of KMF in the village
of Zhanakorgan, Kyzylorda region, with the support of KMF Demeu Corporate
Fund

Opening of a smart office in Almaty

Release of the book “25 Customer Stories” in honor of the 25™ anniversary
of the Company

Orda outlet was opened in Kyzylorda

The Company started transition to IT-solutions of Colvir Software Solutions as part
of the plan to automate business processes and transform into a bank

Launch of loyalty program “KMF-Qurmet”

KMF was awarded “The Best Financial Partner for Financing Micro-Businesses
and SMEs" by the European Bank for Reconstruction and Development

KMF became a sponsor of a large-scale exhibition of Kazakh producers “Ulttyq
Onim 2023”

Holding agro-forums in Taraz, Saryagash and Shieli village

Holding the KMF Isker Hanymy 2023 award ceremony to support women's
entrepreneurship. Launch of a joint project of KMF and OLX to enable marketplace
clients to obtain microloans online
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KMF-Isker line - lending for entrepreneurial activities

Loan amount: from 5
to 69 million tenge
Maturity: 12 to 84
months

Down payment:

at least 20% of the cost
of the purchased
equipment

¥ Microcredits
for the purchase
of special equipment

Loan amount: from 50
thousand to 69 million
tenge

Maturity: from 3 to 84
months

9 Microcredit
for business entities
for the acquisition
of fixed assets,
replenishment of current
assets and refinancing
of existing debt

Loan amount: from

10 million to 300 million
tenge

Maturity: from 7 to 120
days

9 Factoring service
to the Company'’s clients

Loan amount: from 50
thousand to 69 million
tenge

Maturity: from 21 days
to 84 months

9 Microcredit
for clients engaged
in agricultural business
for the acquisition
of fixed assets,

replenishment of current

assets and refinancing
of existing debt

RISKMANAGEMENT

SUSTAINABILITY ANNEXES

Loan amount: up

to 7 million tenge
Maturity: from 3 to 60
months

¥ A product focused
on a group of 2-10
people. They are
jointly and severally
liable to each other
for the received
microcredits

4 KMF

\ \ < .
N \\\\< 3
| \ e

WO

L KMAAROSERort2023, |




ABOUT US

CORPORATE STRATEGY

PERFORMANCE REPORT

KMF-Niyet line - consumer lending

Loan amount: from 50
thousand to 3 million
tenge

Maturity: from 3 to 60
months

¥ Consumer microcredit
for any purpose
and for any task,
including repairs, travel,
buying a car, paying
for education, major
purchases

Loan amount: from 50
thousand to 3 million
tenge

Maturity: from 3 to 36
months

¥ Microcredits are
processed in 15 minutes
on the KMF app with
funds transferred to a
bank card

Loan amount: from 300

thousand to 20 million
tenge

Maturity: from 3 to 84
months

¥ Microcredits
for the purchase of cars
through the Partner’s
network

CORPORATE GOVERNANCE

RISKMANAGEMENT SUSTAINABILITY ANNEXES

4 KMF

KMF-Insurance lineup

The Company’s clients have an opportunity to receive a range of insurance services
via KMF mobile application. The insurer is JISC “Basel Insurance Company”.

9
& MANDATORY
INSURANCE OF CIVIL
LIABILITY OF MOTOR VEHICLE
i OWNERS (MICLMVO)

OLUNTARY
INSURANCE
FOR TRAVELLERS ABROAD

Policy term: from 1day
up to 1year
Sum insured: from $10
to $100,000

Policy term:
12 monthes

Policy term:
12 monthes

9 Voluntary insurance
against sudden
iliness, accident or loss
of luggage when
travelling abroad

¥ Voluntary motor
insurance covering
damage to a motor
vehicle caused by road
traffic and other
accidents

¥ By purchasing
the service through
the KMF mobile
application, you can
track your policy online,
reissue it and submit
documents for payment
without having to visit
the insurance company’s §
office
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Additional non-financial services

The Company's clients have the opportunity to access additional services, including medical advice and access
to the electronic traging platform, via a mobile application.

=

8 =
MEDICINE ONLINE i

The service is purchased for a 12 month Wholesale of livestock, meat, dairy products
period and plant products

‘Individual’ package - unlimited access

to consultations with a therapist

and specialist doctors

Family’ package - up to 5 family members

can receive the service

) Remote doctor consultations with our telemedicine ) Online platform for selling agricultural products
service provider “Dariger Online” : and services

L KMP AN &Rt 2023 1
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GEOGRAPHIC FOOTPRINT

KMF services are available in all regions of Kazakhstan. The company has an
extensive branch network, including 17 branches and 109 sales offices throughout
the country.

PETROPAVLOVSK

v

KOSTANAY KOKSHETAU

URALSK
AKTOBE

KARAGANDA

KYZYLORDA

TURKESTAN v

SHYMKENT

¥

PAVLODAR

v

TALDYKORGAN

v

UST-KAMENOGORSK

i 11

branches
—|000|=
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c m 3

outlets

4,000

remote settlements
r& 700
E-@©
personal manager

more than

4% 2,000

employees
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MISSION AND VISION OF THE COMPANY'S POSITION IN THE INDUSTRY

The best microfinancing for your Global leader in microfinance

prosperity

To achieve our mission, we strive:

¥ toachieve coverage of all target groups of clients, including representatives of small, micro and agribusiness;
to apply the best microfinance practices in our activities;

to develop a culture of providing microfinance services;

to expand access to microfinance services in rural areas;

v v v @

to contribute to the prosperity of customers.

17



CORPORATE VALUES OF KMF

K

e Uniqueness
Knowledge e Responsibility
e Quality

For twenty years of responsible and high-quality work, we have
accumulated unique experience and knowledge. This helped us
become a leader in the microfinance market. But we rely not only
on the successes of the past. The unquenchable thirst for new
knowledge is an important driving force of KMF.

UNIQUENESS

Knowledge of our business, combined with the fact that
we understand, appreciate and develop the individuality
of everyone in the team, allows us to create a unique and sought-
after offer on the market.

RESPONSIBILITY

We know how much depends on us, and we realize that
responsibility is the foundation of long-term success. We
understand that we are responsible to:

e ourclients and partners;

e ourteam;

® our city, region, country.

QUALITY

We apply the best international microfinance practices. We
understand the criteria for high quality and strive to meet them
as much as possible in every action.

e |nnovation
Motivation e Development
e Flexibility

We motivate clients, because our service is aimed at their
development. Our innovative products make workflows more
flexible, convenient and efficient. And the success of our clients
motivates our entire team.

INNOVATION

We are inspired by new. We are constantly looking for fresh,
bold, more productive solutions, tools, technologies.

DEVELOPMENT

We are focused on continuous development of business, our
products, our customers. We do not stand still. We sincerely
believe that continuous development is the key to our success.
We are energetic and productive because our development
affects the well-being of our customers and our employees.

FLEXIBILITY

We are open to change. We do not give up in the face
of unpredictability. We are always ready to be flexible, try again
and again, look at the problem from a different perspective, see
new opportunities, change and achieve success.

F

Freedom

e Accountability
e Care
e Confidence

We help our clients and employees find the freedom
to achieve their goals. Financial freedom is built

on the principles of transparency and mutual trust.
And truly strong trust is based not only on amontilado
manner of work, but also on a caring attitude.

ACCOUNTABILITY

Everything we do is honest, open and transparent. We have
nothing to hide. It gives us confidence, freedom from negative
emotions.

CARE

Sincerely caring about our customers and staff, we help them
feel comfortable and free. Customer care necessarily includes
an individual approach to each, faith in their success.

CONFIDENCE

We trust people. We believe in those whom other financial
institutions do not believe in. Because we are free from
stereotypes. We are sure that everyone has one more chance,
everyone can become better.
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DIGITAL TRANSFORMATION OF BUSINESS

KMF is aware that maintaining a leading
position in the market and further full-
fledged business development is impossible
without the introduction of advanced digital
technologies. The company is constantly
working to automate all business processes,
including reviewing customer applications
and making decisions on microloans
disbursement and developing digital
communication channels with customers.

THE FIELD OF DIGITALIZATION EXPECTED EFFECT

e Significant reduction in the average time for consideration of customer applications;

e Reducing the number of changes to the automated system associated with changes in lending
conditions;

e Managing the flow of loan applications within a single product;

e Automation of the process of pre-credit verification of information about the borrower.

Creation of an automated decision-
making center (ADMC)

e Creation of an electronic repository of business processes with a description of all business processes
and procedures;

Application of a visual utility for the development of business processes;

Optimization of business processes;

Integration of information systems of the Company within business processes;

Flexible management of loan disbursement procedures;

Monitoring of business processes and their optimization.

Implementation of a business
process management system based
on the Business Studio software
product

e Automation of assessment of the level of competence of employees;
e Automation of employee performance evaluation;

Development of an automated
human capital management system

KMF | Annual report 2023 19
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GOALS WITHIN THE CORPORATE STRATEGY

Number of borrowers, in thousands of active clients  300.8
Loan portfolio, bln tenge 2971
Annual growth rate of the loan portfolio 15%

Growth in number of active clients 15%

345.4

344.5

16%

15%

3972
403.2
17%

15%

460.9

4377

17%

16%

538.2

561.0

18%

17%

A top priority of KMF's corporate strategy is
the digitisation of lending, which includes:

Automating the loan application review
and decision process;

Developing and expanding the function-
ality of the mobile application;
Developing cashless channels for loan dis-
bursement and repayment;

Launching BNPL (‘Buy Now — Pay Later’)
digital products with instalment payment
at the time of purchase of goods from
a partner store that is a KMF borrower.
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MACROECONOMIC CONDITIONS

GDP dynamics,

trillion tenge for the period

104% 103.2% 105.1%
—_— -
120.5
101.5
81.27
2021 2022 2023
@ GCDRP. trillion tenge
= GDP volume index, y/y
Export and import of goods,
billion dollars for the period
86.1
79.9
49.8 597
36.4
I 20.2
Balance Import Export
2021 @» 2022 @ 2023

Kazakhstan's GDP in nominal terms
increased to 120.5 trillion tenge in 2023,
18.7% higher than in the previous year.
In real terms, GDP growth was 5.1%.

The highest growth was observed
in trade (+11.3%) and construction (+13.3%).
Industry grew by 4.2% in real terms, while
agricultural production fell by 7.9%.

Kazakhstan's exports decreased
from $861bn to $79.9bn mainly due
to the deterioration in global commodity
markets. Imports increased $49.8bn
to $59.7bn. The increase in imports with
a decrease in exports led to a reduction
in the trade surplus from $36.4bn
to $20.2bn.

Volume of industrial production,
trillion tenge for the period

103.8% 101.4% 104.3%
(@
48.01 46.4
37.05
2021 2022 2023

@ Industrial production
= Industrial production index, y/y

Output of products by SMEs,

trillion tenge for the period

421421

9.79.7
33 4545
Saq ang LU ONT
peasant individual small medium-sized
farms entrepreneurs  enterprises enterprises

2021 @ 2022 @ 2023

Source: Bureau of N

Industrial production in 2023 totalled
46.4 trillion tenge, including mining - 21.8
trillion tenge, manufacturing — 21.6 trillion
tenge. The growth of industrial production
in real terms was 4.3%, mining - 4.6%,
manufacturing — 4.1%.

The output of products by SMEs grew
by 16.0% and amounted to KZT68.7 trillion,
of which KZT47.2 trillion is accounted
for by small enterprises in the form of legal
entities. The volume of output of medium-
sized enterprises grew by 24.7%, small
enterprises - by 122%, individual
entrepreneurs — 49.9%. At the same time,
the volume of output of peasant farms
decreased by 9.5%.
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Domestic trade,
trillion tenge for the period

0,
10%2%  osw  MZ¥
=
ol
42.3 506
2021 2022 2023

@ Internal commerce volume
= |nternal commerce volume index, y/y

u of

for Strategic

Average monthly nominal wage,
th.tenge

108.8% 107.6% 102.3%
™
360.8
3097
248.8
2021 2022 2023

@ Average monthly nominal wages

= Real wage index, % of the previous year

The total volume of domestic trade
(wholesale and retail) increased from KZT
50.6 trillion to KZT 61.0 trillion in 2022.
At the same time, the Index of Actual
Volume of domestic trade increased from
105.0% in 2022 to 111.3% in 2023.

The average monthly salary increased from
309.7 thousand tenge in 2022 to 360.8
thousand tenge in 2023. At the same
time, the real growth of average wages
decreased from 7.6% to 23% under
the influence of inflationary processes.

4% KMF

119%

~ T15.2% 1159 12-2%

9 114.8%
o e

Paid services Non-food products Food products Goods and services

2021 @» 2022 @@ 2023

Source: Burea
the Agency for Strategic Planning and reforms o

The rate of consumer inflation in 2023 remained high: CPI in January-December totalled 115.2%
against the same period of 2022, which was a record high.

Prices for food products increased by 15.2%, non-food products — by 14.8%, paid services —
by 13.2%.
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THE STATE OF THE MICROCREDIT MARKET

Demand for credit resources from businesses
and households remains the main driver
of growth in the microcredit industry.
At the end of 2023, the total loan portfolio
of MFOs (net) increased by 35.6% compared
to 2021 and totalled KZT 12431 billion.
Total assets of MFOs increased by 26.0%
and totalled 1.39 trillion tenge.

According to the National Bank
of the Republic of Kazakhstan, the number
of operating MFOs was 229 at the end
of 2023. While in 2022 there was a decrease
in the number of MFOs due to the withdrawal
of weak players, in 2023 this process was

Assets and loan portfolio of MFOs,
billion tenge at the end of the period

1,388
@ 1,243
1,101.7
814.5 916.7
696.5
2021 2022 2023
@ Assets

@ |[oan portfolio (net)

Source: NBRK

completed - the number of MFOs decreased
by only one unit during the year.

The total volume of microloans with overdue
payments increased from 154.3 to 220.0
billion tenge in 2023, and their share
in the total loan portfolio of MFOs increased
from 15.4% to 17.7%. The volume of non-
performing loans (NPL 90+), i.e. loans with
overdue payments over 90 days, increased
in absolute terms from 61.9 to 771 billion
tenge, while their share in the loan portfolio
remained unchanged at 6.2%.

Number of active MFOs,
units at the end of the period

< 228 229
N (@
2021 2022 2023
Source: NB RK

At the end of 2023, the degree of MFO market
concentration slightly decreased. The share
of assets of the three largest MFOs in the total
assets of the sector decreased from 49.7%
to 46.4%, and the share of the five largest
companies - from 611% to 59.0%. KMF
maintained its leading position; MFO Toyota
Financial Services Kazakhstan LLP returned
to the second position, displacing MFO MyCar
Finance LLP; MFO OnlineKazFinance LLP
(trade name Solva) and MFO Shinkhan
Finance LLP occupied the fourth and fifth
positions, as in the previous year.

4% KMF

The quality of the loan portfolio of
MFQOs, billion tenge at the end of the period
17.7%

13.6%

6.9% 6.2%
l 511 | FI'T”
2021 2022 2023
Overdue loans
@ NPLO9O+

m Share of overdue loans in the loan portfolio
m Share of NPL 9O+ in the loan portfolio

Source: NB RK

Five largest MFOs in Kazakhstan as of the end of 2023

_ ASSETS, BILLION TENGEE SHARE IN TOTAL ASSETS

LLC “MFO “KMF| 2881 20.76%
LLC “MFO “Toyota Financial 186.2 13.42%
Services Kazakhstan”

LLC “MFO “MyCar Finance” 169.9 12.25%
LLC "MFO “OnlineKazFinance” 15.4 8.32%
LLC “MFO “Shinhan Finance” 591 4.26%
Five largest MFOs 818.9 59.0%
All MFOs 1,388.0 100.0%

Source: NB RK
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OPERATING PERFORMANCE

At year-end 2023, KMF micro loan portfolio
grew by 20.7% and reached 245.5 billion
tenge. The company maintains a leading
position among MFOs in terms of loan
portfolio size, but its share in the total
loan portfolio of the industry decreased
in the reporting year from 22.2% to 19.7%.
The decline in KMF's market share is due
to its more conservative policy compared

Loan portfolio and market share,
billion tenge at the end of the period

23.2% 22.2% A
19.7%
2455
2035
1617
2021 2022 2023

@ KMF loan portfolio (net)
= KMF share in the total MFI portfolio

to other MFOs: The company maintains
a balanced risk profile and does not engage
in aggressive credit expansion

The number of active KMF clients increased
from 257.3 to 265.1 thousand during the year.
A total of 367.0 thousand microloans were
disbursed in 2023,10.2% more than in 2022.

Number of active clients and loans
disbursed, in thousand at period-end

367

333.2 4

257.32651

Loans disbursed Active clients

2021 @ 2022 @ 2023

At the end of the reporting year, the share
of microcredits granted to enterprises
operating in  retail trade, services
and production increased from 54.3%
to 56.1% in the credit structure. The share
of consumer loans decreased from
10.0% to 8.7%; the share of loans granted
to agricultural producers decreased from
35.7% to 35.2%.

Structure of the loan portfolio. by
lending types, at period-end

8.8% 10% 8.7%
| 51.6% 54.3% 56.1%

2021 2022 2023

@ Retail commerce, service and production
sector loans

@ Consumer loans
Agricultural loans

4% KMF

The share of KMF borrowers living in rural
areas has remained stable over the last
few years and accounts for about one third
of the company’s total client base.

Structure of the client base. by place
of residence / carrying out of
activities, at period-end

(@ (@ i~
32% 33% 33%
68% 67% 67%
2021 2022 2023
@ Urban
@ Rural



>

Economic uncertainty and the related
decline in the creditworthiness of some
borrowers caused the growth of the total
volume of NPL 90+, which increased from
KZT 7.2bn to KZT 10.1bn in the reporting
year. At the same time, the share of NPL 90+
in the loan portfolio increased from 3.5%
to 4.1%. Nevertheless, the share of NPL 90+
remains significantly below the average level
of 6.2% for the microcredit market.

PaR90+, billion tenge at period-end

41%
2.2%
10.1
m 3.6
2021 2022 2023
® NPL90+

== Share of NPL 90+ in the loan portfolio

The volume of reserves (provisions) for asset
impairment increased from KZT 12.2 billion
at the beginning of the year to KZT 171 billion
at the end of the year due to the increase
in the volume of loans with overdue
payments, including NPL 90+ At the same
time, the level of NPL 90+ provisions coverage
is more than sufficient and amounted
10 169.5% at the end of the reporting year.

Provisioning level,
billion tenge at the end of the period

211.7%

169.5% 169,59

17.1

76

2021 2022 2023

@ Provisions made
= Coverage of NPL 90O+

4% KMF

FHINANCIAL PERFORMANCE

The balance sheet value of the Company's
assets at the end of 2023 increased by 23.4%
and totalled 288.3 billion tenge. The main
factor in the growth of asset value was
the increase in the loan portfolio from 203.5
to 2379 billion tenge. In addition, such
items (balance sheet lines) as cash and cash
equivalents (from 7.0 to 9.7 billion KZT),
fixed assets (from 9.1 to 10.9 billion KZT)
and intangible assets (from 413.2 millionto 2.2
billion KZT) increased significantly. The book
value of derivative financial assets decreased
from KZT 1.2 billion to KZT 39.8 million,
investment securities - from KZT 10.2
billion to KZT 8.4 billion. At the end of 2023,
the Company'’s total portfolio of investment
securities included bonds of the Ministry
of Finance of the Republic of Kazakhstan

in the amount of KZT 24.6 billion, including
securities in the amount of KZT 16.1 billion
pledged under repurchase agreements.

The Company'’s liabilities increased by 30.3%
and totalled KZT 236.1 billion. The growth
of total liabilities was mainly due to an
increase in funds raised from other credit
institutions (from KZT 163.7 to KZT 190.0
billion).

The Company's equity capital decreased
from KZT 52.3 billion to KZT 52.2 billion,
with the authorised capital increased
by KZT 14.4 billion to KZT 50.0 billion due
to the conversion of retained net profit into
participants’ contributions.

Balance sheet structure, billion tenge at the end of the period

INDICATOR 2021 2022

Assets

CHANGES
2022/2021

including loans to customers

Liabilities

including funds from credit institutions

Equity

including retained earnings

182.9 233.6 23.4%
161.8 203.5 17.0%
140.5 181.3 30.3%
1239 163.7 16,0%
42.5 52.3 -0.2%
26.7 36.7 -93.3%

KMF | Annual report 2023 26



>% >

Structure of KMF liabilities
by country of attraction

33.51%

Kazakhstan

Luxembourg

UK

France

USA

Netherlands, Germany, Austria,
Switzerland, Philippines

Dynamics of profitability indicators

27%
20% 23.4%

8.5%
— s
2021 2022 2023
m ROA
= ROE

In the country structure of KMF liabilities
at the end of 2023, the share of Kazakhstani
funding was 35.37%. The largest volumes
of funding were attracted in Luxembourg
(33.51% of the total for all countries), the UK
(9.33%) and France (6.62%).

Net interest income at year-end 2023
increased by 10.8% year-on-year and totalled
KZT 56.8 billion. At the same time, interest
income increased by 189% (from KZT
71.4bn to KZT 84.9bn) and interest expenses
increased by 39.7% (from KZT 20.0bn to KZT
28.0bn). Operating expenses increased
by 207% (fromm KZT23.2bn to KZT28.0bn);
Provisioning expenses increased by 35.9%;
non-interest expenses decreased by 17.8%
mainly due to a gain on revaluation
of currency items.

Insignificant growth in net profit (+1.1%) with
significant growth in assets led to a decrease
in the return on assets ratio from 6.1%
in 2022 to 5.1% in 2023. Return on equity also
decreased from 27.0% to 23.4%.

4% KMF

The Company's operating profit decreased by 5.3% year-on-year (from KZT22.7bn to KZT21.5bn)
mainly due to higher staff costs, servicing of borrowings and provisioning for loan losses.
At the same time, net profit for the reporting year increased by 1.1% year-on-year to KZT13.2bn

due to lower Corporate Income tax payments.

Income and expenses, billion tenge for the period

INDICATOR 2021 2022

70.1

22.7

(6.1) e

Interest income, including: 54.5 7.4
remuneration on microloans 537
Interest expenses, including: (16.5) (20.0)

borrowing costs (16.0) (18.6)
Net interest income 38.0 51.3
Operating expenses, including: (18.4) (23.2)
personnel costs (12.9) (15.9)
amortization (1.7) (1.3)
taxes (except CIT) (0.2) (0.3)
Provisioning expenses (1.2) (5.4)
Operating profit (loss) 18.5
Non-interest expenses (1.0)

Net loss on operations with financial assets (0,6) (4.8)
Profit (loss) before tax 17.5 16.6
Corporate income tax (3.5) (3.6)
Net profit 14.0 13.1

CHANGES
2023/2022

+18.9%

+18.4%

+39.7%

+26.8%

+10.8%

+20.7%

+20.0%

+22.7%

+60.2%

+35.9%

-5.3%

-17.8%

+40.4%

-0.7%

-7.3%

+1.1%
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COMPLIANGE WITH PRUDENTIAL NORMATIVES

During the reporting year, the Company complied with all statutory capital requirements.
The capital adequacy ratio at the end of 2023 amounted to 20.9%, which significantly exceeds
the minimum level set by the National Bank of the Republic of Kazakhstan. The Company actively
manages its capital adequacy level in order to protect against the risks inherent in its activities.

position.

Compliance with prudential standards by the Company in 2022

Name of normative

Paid-in nominal capital

1January 2023

1April 2023

Normative value

>100 min tenge* 14.4 bin tenge

Estimated equity capital >100 miIn tenge * 52.6 bin tenge

Equity capital adequacy ratio (k1) =07 0.214 0.218

Limit on the share of NPLOO+** <20%

Coefficient of maximum risk per borrower (k2) 055 D
<0. !

Coefficient of maximum limit of total liabilities (k3) <10

* From 1July 2023 - over 150 million tenge, from 1January 2024 — over 200 million tenge.
** Introduced in 2023.

14.4 bin tenge

55.5 bin tenge 58.3 bin tenge

5.369%

4% KMF

The risk ratios per borrower (k2) and the maximum limit of total liabilities (k3) were also met with
a significant margin, which indicates the stability and sustainability of the Company’s financial

1July 2023 1 October 2023 1January 2024

14.4 bln tenge 14.4 bln tenge

50 bin tenge

62.0 bin tenge

52.0 bIn tenge

0.215 0.263 0.209
6.088% 5:793%

0.007 0.008

3.489 4.543
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CORPORATE GOVERNANCE SYSTEM

KMF  considers corporate governance
as a means of improving performance,
strengthening reputation and reducing
the cost of raising capital. In addition,
the Company believes that a good corporate
governance system contributes to its
contribution to the rule of law in the Republic
of Kazakhstan.

The corporate governance of the Company is
built on the foundations of fairness, honesty,
responsibility, transparency, professionalism
and competence. The Company’s corporate
governance system provides for a clear
delineation of powers and responsibilities
between bodies, officials and employees
of the Company.

The fundamental principles of the Company's

corporate governance are:

e The principle of effective management
of the Company;

e The principle of transparency, timeliness

and objectivity of disclosure of information

about the Company’s activities;

Principles of legality and ethics;

Principles of effective personnel policy;

The principle of environmental protection;

The principle of regulation of corporate

conflicts.

The governing bodies of the Company are:

e Supreme body - the General Meeting
of Shareholders (Participants);
Collegial executive body - the Board;
Control body — Supervisory Board.

GCAPITAL STRUCTURE

The authorised capital of the Company
amounts to 14,430,993,204 as
of 1 January 2023 and 50,008,939,084 as
of 1 January 2024. On 10 November 2023,
the General meeting of Shareholders
made a decision to increase the authorised

capital

by additional

List of the Company’s participants as of the beginning and end of 2022

OWNERSHIP SHARE
AS OF JAN 1, 2024

OWNERSHIP SHARE
AS OF JAN 1, 2023

PARTICIPANT

Crorporate fund “KMF-Demeu”

MultiConcept Fund Management S.A
Triodos Funds B.V.
Triodos SICAV |l

Management and employees 6.226%

of the Company
responsAbility SICAV (Lux)

Total 100%

45.435%

127 %
12.085%
12.085%

6.042%

60.425%

contributions from
the participants of the Company. As a result
of the additional capitalisation, the share
of the main owner - KMF-Demeu Corporate
Fund - in the authorised capital increased
from 45.435% to 60.425%.

16.627%

9.585%

7.085%

6.226%

0.042%

100%
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DISCLOSURE

KMF discloses information in accordance
with the requirements of the legislation
of the Republic of Kazakhstan and KASE.

The Company adheres to the principles
of ensuring equal rights of access for all
current and potential investors to public
information about its activities and non-
discrimination on any grounds. Current
and potential investors have the opportunity
of free and easy access to information
about the Company, necessary for making
appropriate  decisions. The Company
promptly discloses information about
the main results, plans and prospects of its
activities, which may significantly affect
the property and other rights of investors.

>

RIGHTS OF THE COMPANY'S MEMBERS

The Civil Code of the Republic of Kazakhstan,
the Law of the Republic of Kazakhstan
dated April 22, 1998 No. 220-1 “On Limited
and Additional Liability = Partnerships”
and the KMF Charter assign the following
rights to KMF participants:

e to participate in the management of KMF
affairs in the manner prescribed by law
and this Charter;

e to nominate candidates for KMF
management bodies;

e to receive information about the activities
of KMF and get acquainted with its
accounting and other documentation
in the manner prescribed by the Charter
and internal documents of KMF;

e to receive income from the activities
of KMF in accordance with the law,
the Charter of KMF and decisions of its
General Meeting;

e to receive, in case of KMF liquidation,
the value of a part of the property
remaining  after settlements  with
creditors, or, by agreement of all KMF
participants, a part of this property in kind;

e to withdraw from KMF MFO by disposing
of its interest therein in such manner as
provided by the laws;

e tochallenge in court the decisions of KMF
bodies that violate the participant’s rights
provided for by law and/or the Charter
of KMF.

DISTRIBUTION OF NET
PROFIT

In accordance with the decision
of the General Meeting of Participants
held on 10 November 2023, the Company
declared dividends for 2022 in the amount
of 49,005,434 thousand tenge.

On 10 November 2023, the participants
of the Company decided to allocate
the declared dividends to increase
the authorised capital in the amount
of 35577946 thousand tenge and to
pay dividends in cash in the amount
of 13,427,488 thousand tenge.
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GENERAL MEETING OF PARTICIPANTS

The General Meeting of Participants is

the supreme governing body of KMF

Microfinance Organisation LLP. Six meetings

of the General Meeting of Participants were

held in 2023, including two ordinary and four
extraordinary meetings. At the meetings
of the General Meeting of Participants held
in 2023, the following issues were considered:
® reorganisation of the Company
by transforming it from a limited liability
company into a joint-stock company;

e revision of remuneration of the members
of the Partnership’s Supervisory Board;

e approval of the annual financial
statements of ‘MFO ‘KMF for 2022,
certified by the external auditor Ernst &
Young LLP;

e approval of the external auditor Ernst
& Young LLP to audit the financial
statements of ‘MFO ‘KMF' LLC for 2023-
2025;

e approval of the new version of the rules
for issuing micro loans;

e dissolution of the reserve capital
and distribution of the Company’s net
profit received based on the results of its
activities for 2022 and 2023;

e payment of dividends to the participants
of ‘MFO ‘KMF' LLC;

approval of the plan of transformation
of the Limited Liability Company into
a JSGC;
adoption and approval of the Charter
of JSC;
approval of the deed of transfer

of the Company;
conclusion of the JSC's Founders
Agreement;

formation of the authorised capital of JSC
by means of additional proportional
contributions made by all participants
of the Company;

setting the amount of preliminary
payment for shares by the founders;
issuance of authorised JSC shares,
determination of the total number
and types of authorised JSC shares, as
well as the number and types of shares
to be placed in favour of the Partnership’s
participants, as well as the number
and types of shares to be placed in favour
of the Partnership's participants;
establishing the conditions and procedure
for the conversion of JSC securities to be
exchanged for shares in the company;
determination of responsible persons
who, in accordance with the legislation
of the Republic of Kazakhstan, will assess

the property contributed as payment
for the authorised capital by the founders
of the company;

e election of persons authorised to carry out
financial and economic activities of the es-
tablished JSC and to represent its interests
to third parties before the formation of ISC
bodies;

SUPERVISORY BUARD

The Supervisory Board exercises control over
the activities of the Management Board, acts
in the interests of KMF and its participants,
and is accountable to the General Meeting
of the Company's participants. In its activities,
the Supervisory Board is guided by the Law
of the Republic of Kazakhstan dated April 22,
1998 No. 220-1 “On Limited and Additional
Liability Partnerships”, the KMF Charter,
the regulations of the Supervisory Board
and other internal documents of KMF
approved by the General Meeting
of Participants and the Supervisory Board.

Membersofthe Supervisory Board areelected
by the General Meeting of KMF in the amount
of not more than seven people for a period
of two years with the right to (further) re-

e on the assignment of the obligation
to perform actions for the state registra-
tion of the JSC, as well as to sign on behalf
of the JSC the documents required for its
state registration;

e other matters within the competence
of the General Meeting of Participants.

election. The requirements for candidates
for members of the Supervisory Board are
established by the Laws of the Republic
of Kazakhstan dated April 22, 1998 No.
220-1 “On limited and additional liability
partnerships” and dated November 26, 2012
No. 56-V “On microfinance activities”, as well
as the Charter of the Company.

The competence of the Supervisory Board

of KMF includes the following issues:

e determination and approval of annual
and long-term strategic plans
and priority business development areas
of the Company and related principal
business issues of the Company, including
approval of the annual Business Plan and/
or budget and any changes thereto;
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e approval of any financial obligations

or costs in excess of 10% of the net asset
value of KMF MFO in one or a series
of related transactions, regardless
of whether they were included
in the Annual Business Plan; provided
that no additional approval is required
for financial obligations or costs approved
as a separate line item in the Annual
Business Plan;

proposal of appointment or dismissal
of the CEO and any changes
in the structure and number of members
of the Management Board prior
to the approval thereof by the General
Meeting;

preliminary approval of the Company's
net profit distribution issues, including
determination of amounts and time
for their payment to the shareholders,
and the matters of a full or partial buyout
by the Company of the participatory
interests from the shareholders prior
to their approval by the General Meeting;
preliminary approval of the resolution
on increasing the Company’'s charter
capital and adjusting the amounts
of the shareholders’ participatory interests
prior to its approval by the General
Meeting;
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preliminary approval of the resolutions
on amending the Company's Charter
or reorganizing the Company (eg.
through merger, consolidation or other
reorganization) prior to their approval
by the General Meeting;

adoption of any resolution on delegating
any of the powers of the Supervisory
Board;

adoption of any resolution on acquisition,
lease, sale, transfer or any other disposal
of the Company’'s property or assets
exceeding 25% (twenty five percent)
of the Company's net asset value;
adoption of any resolution on approval
of a loan, making of disbursement
or any other transaction with interested
parties, including any participants,
employees or directors of KMF MFQO, if
such transactions are not carried out
in the normal course of business, or if such
transactions are provided for in applicable
policies or under the conditions of the plan
for the participation of employees of KMF
MFO in the authorized capital, approved
by the Supervisory Board;

adoption of a preliminary resolution
on the acquisition of shares of or
participatory  interests in another
company, enterprise, venture and/or

any other legal equity or any other legal
structure to be submitted to the General
Meeting;

Other issues as may be provided for by
the applicable laws of the Republic

As of December 31, 2023, the Supervisory
Board consists of five people,
including the Chairman and members
of the Supervisory Board, one of whom is
an independent member. By the decision

Gulnara Shamshiyeva
Geoffrey Morris Chalmers
Joachim Bald

Philipp Georg Pott

Andrew Pospielovsky

of Kazakhstan, Charter, internal
regulations or resolution of the General
Meeting of the Company.

of the General Meeting of Members dated
13 October 2022, the powers of the current
Supervisory Board will continue until
31 December 2024.

Members of the Supervisory Board of KMF in the period from January 1, 2023
to January 1, 2024

Chairman of the Supervisory Board
member of the Supervisory Board
member of the Supervisory Board
member of the Supervisory Board

member of the Supervisory Board
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| 'Geoffrey Morris
Chalmers

Gulnara
Shamshiyeva

Career summary:

December 18, 2014 — May 30, 2024 - KMF
MFO LLC, Kazakhstan, Chairperson
of the Supervisory Board and member
of the Audit Committee and the HR
and Remuneration Committee.

May 21, 2018 - January 1, 2022 - Kyrgyz
Investment and Credit Bank CIJSB,
Kyrgyzstan, member of the Management
Board, Financial Manager.

April 11, 2001 - October 18, 2017 - Bai
Tushum Bank OJSC, Kyrgyzstan, CEO;
February 1, 2001 — April 11, 2001 - Bai
Tushum Microfinance Fund, Kyrgyzstan,
Internal Auditor.

August 1, 1996 - October 30, 2002 -
USAID program of monetization
and establishment of credit associations
in Kyrgyzstan, Osh region, Accountant.
May 1,1995 - July 31,1996 — Tax Police of Osh
region, Kyrgyzstan, Head of the General
Department.

November 1, 1992 - April 30, 1995 -
Prosecutor’'s Office of Osh region,
Kyrgyzstan, Technical Secretary.

June 11,1983 — October 31,1992 - Consumer
Cooperation of Osh region, Kyrgyzstan,
Process Engineer.

Education:

1978-1983 - Frunze Polytechnic Institute,
Kyrgyzstan.

1993-1995 - Kyrgyz National State
University, Kyrgyzstan.

Career summary:

December 18, 2014 - May 30, 2024 -
KMF MFO LLC, Kazakhstan, member
of the Supervisory Board, Chairperson
of the Remuneration and HR Committee.
September 1, 2009, till present — ACDI/
VOCA, USA, Vice-President.
September1,2005 - August 31,2009 - U.S.
Agency for International Development,
Financial Development Advisor.

February 11, 2001 — August 31, 2005 - U.S.
Agency for International Development,
Microenterprise Development Advisor.
October 1, 1999 - February 10, 2001 -
Inter-American  Development  Bank,
Microenterprise Development Specialist.

e September 1, 1997 - August 31, 1998 -
BASICS, Program Assistant.

e January 1, 1996 - August 31, 1997 - Solar
Tours, Tour Managet.

Education:
e 1990-1994 - Tufts University, USA.
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Career summary:

July 16, 2018, till present — EFA Group,
Singapore, Director of FIDEF (Financial
Institutions Development Fund).
December 18, 2014 - May 30,
2024 - KMF MFO LLC, Kazakhstan,
member of the Supervisory Board,
the Risk Committee (Chairperson),
member of the Audit Committee
and the Remuneration and HR Committee.
December 20, 2003, till present - Bai
Tushum Bank OJSC, Kyrgyzstan, member
of the Supervisory Board.

August 1, 2004, till present - Frankfurt
School of Finance and Management,
Germany, Consultant, Trainer, Lecturer.
August 1, 2004, till present - home
office in Oregon, USA, self-employed
development finance consultant
and trainer.

April 1, 2001 - July 31, 2004 - Deutsche
Boerse Systems Inc., Chicago, lllinois, USA,
Vice President and General Manager.

PERFORMANCE REPORT
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October 21,1999 -March 31,2001-Deutsche
Borse Systems AG, Frankfurt, Germany, IT
Project Manager.

December 1, 1995 - October 20, 1999 -
Oregon State University, Corvallis, Oregon,
USA, Head of International Internship
Programs, Lecturer in Finance.

June 10,1990 -July 31,1995 - Commerzbank
AG, Frankfurt, Germany, Assistant Regional
Manager for CIS countries.

Education:

1983-1989 — Dortmund Universit, Germany,
certified economist.

1991-1994 - Ruhr-Universitat
Germany, PhD in Economics.

Bochum,

RISK MANAGEMENT

| Philipp
Georg Pott

Career summary:

07.08.2015 - May 30, 2024 - KMF MFO LLC,
Kazakhstan, member of the Supervisory
Board, member of the Risk Committee.
30.11.2014, till present - |.D. Inspiring
Development GmbH, Frankfurt, Germany,
Managing Partner.

July 1, 2013 - December 1, 2014 - SME
Bank JSC, Freelance Consultant.
December 1, 2011 - July 31, 2012 - ProCredit
Bank, Kyiv, Ukraine, Executive Director.
February 1, 2011 - June 30, 2013 - ProCredit

Academy, Fuerth, Germany, Managing
Director.

March 1, 2010 - June 30, 2013 - ProCredit
Holding, Frankfurt, Germany, Head

of Business Development Group.

May 1, 2006 — June 30, 2010 - ProCredit
Bank, Thilisi, Georgia, Executive Director.
February1,2005- April 30,2006 - ProCredit
Bank, Kyiv, Ukraine, Executive Retail
Manager.

SUSTAINABILITY

ANNEXES

February 1, 2003 - January 31, 2005 -
ProCredit Bank, Chisinau, Moldova,
Executive Director.

October 1, 2001 - January 31, 2003 -
Micro Enterprise Credit (MEC), Chisinau,
Moldova, Branch Advisor and Regional
Development Coordinator.

January 10, 2001 - September 30, 2001 -
Internationale  Projekt Consult (IPC),
Frankfurt, Germany, Consultant.

Education:

1995-2000-University of Basel,Switzerland,
Master (Licentiate in Philosophy) in Eastern
European History.

20002005 - University of
Switzerland, PhD in Philosophy.

Basel,

35



ABOUT US CORPORATE STRATEGY

Andrew
Pospielovsky

Career summary:

January 1, 2021 - May 30, 2024 - Yelo Bank,
Azerbaijan, member of the Supervisory Board,
Chairperson of the Risk Committee.

March 1,2021, till present — Opportunity Banka,
Serbia, Chairperson of the Supervisory Board,
member of the Audit Committee.

November 1, 2018, till present — Bank Lviy,
Ukraine, Chairperson of the Supervisory
Board, member of the Audit Committee.
January 1, 2019, till present - Credo Bank,
Ceorgia, member of the Supervisory
Board, Chairperson of the Risk Committee
and member of the Audit Committee.
February 1, 2015, till present - KMF MFO LLC,
Kazakhstan, member of the Supervisory
Board, Chairperson of the Audit Committee
and member of the Risk Committee.
December 1, 2012 - June 30, 2019 - IFC - World
Bank Group, Senior Microfinance Specialist
(short-term consultant).

April1,2010 - December 12, 2019 — AccessBank
Tajikistan CJSC, member of the Supervisory
Board and the Audit Committee.

PERFORMANCE REPORT
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June 1, 2006 - August 31, 2012 — AccessBank
Azerbaijan CJSC, CEO.

April 1, 2000 - May 31, 2006 - DAI Europe,
London, Consultant, Team Leader.

November 15, 1999 - March 31, 2000 -
Delegation of the European Union, Moscow,
Head of the EU project on capacity
development in the field of election
monitoring.

September 1, 1998 - November 14, 1999 -
Highlife Ltd, London, Emerging Markets
Analyst.

Education:

1982-1986 - University of Western Ontario,
Canada.

1987-1990 - University of London, UK.
1991-1999 - University of London, UK, Ph.D.

RISK MANAGEMENT

SUSTAINABILITY

ANNEXES




Committees under the Supervisory Board

Committees under the Supervisory Board
of KMF are to study the most important
aspects of the Company’s activities from
among the members of the Supervisory
Board. The conclusions of the commmittees are
advisory in nature for the Supervisory Board,
other management and control bodies
of KMF. Issues considered at committee
meetings are included in the agenda
of meetings of the Supervisory Board.

As of January 1, 2023, in the Supervisory
Board the following three Committees was
established and operated:

e Audit Committee;

e Risk Management Committes;

e Remuneration and HR Committee.

e |[n 2023, Audit Committee, Risk
Management Committee, Remuneration
and HR Committee were held quarterly
with the participation of all members
of the Supervisory Board.

By decision of the Supervisory Board on 28
September 2024, the Transformation
Committee was established to support
the transformation of KMF MFO LLP into
a bank and to investigate the current state
of affairs with regard to the most important
aspects of the Company'’s activities.

2>

Members of the Supervisory Board Committees as of 31 December 2023

FULL NAME AND
SURNAME

POSITION

AUDIT
COMMITTEE

RISK
MANAGEMENT
COMMITTEE

REMUNERATION
AND HR COMMITTEE

TRANSFORMATION
COMMITTEE

+ + +
Gulnara Chairman of the Supervisory Board —
Shamshiyeva representative
Geoffrey Morris Member of the Supervisory Board — *
Chalmers representative

Member of the Supervisory Board — * * *
Joachim Bald independent member

+ + +

Philipp Georg Pott

Member of the Supervisory Board —
representative

Andrew
Pospielovsky

Member of the Supervisory Board —
representative

KMF | Annual report 2023
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Activities
of the Supervisory Board

During 2023, 19 meetings of the Supervisory
Board were held in person and absentee. All
quarterly meetings were held in accordance
with the approved schedule; they were
attended by all members of the Supervisory
Board. All issues included in the agendas
of in-person and absentee meetings were
considered in a timely and comprehensive
manner.

The Supervisory Board approved the budget
for 2023 and MFO KMF's bond programme
for KZTI10 billion, approved a borrowing
of KZT35 million from the EBRD for lending
to women entrepreneurs, and considered
a number of issues related to the payment
of remuneration and bonuses to KMF
managers.

At the meetings of the Supervisory Board,

the following reports of subdivisions

and officers were considered and approved:

e quarterly reports of the Chairman
ofthe Board onfinancialand management
activities;

e quarterly risk management reports
and reports from the internal audit
department;

e semi-annual reports of the HR
Department.

The Supervisory Board considered an
extensive list of issues related to the change
of KMF's legal form to a JSC, including:

e the dissolution of the reserve capital
and distribution of net profit earned
in 2022 and 2023;
payment of dividends to KMF participants;
approval of the plan to transform KMF
Microfinance Organisation LLC into a JSC;

e adoption and approval of the Charter
of JSC;

e approval of the deed of transfer of KMF
Microfinance Organisation LLC;

e conclusion of the JSC's Founders
Agreement;

e formation of the JSC's authorised capital
by means of additional proportional
contributions made by all  KMF
participants;

e setting the amount of preliminary
payment for shares by the founders;

e jssuance of JSC's authorised shares,
determination of the total number
and types of JSC's authorised shares, as
well as the number and types of shares
to be placed in favour of KMF participants;

e establishing the conditionsand procedure
for the conversion of JSC securities to be
exchanged for shares in the company;

e determination of responsible persons
who, in accordance with the legislation
of the Republic of Kazakhstan, will assess
the property to be contributed as payment
for the JSC's authorised capital;

e election of persons authorised to carry
out financial and economic activities
of the established JSC and to represent
its interests to third parties prior
to the formation of JSC bodies;

e the issue of assigning the obligation
toperformactionsforthestateregistration
of the JSC, as well as to sign on behalf
of the JSC the documents required for its
state registration.

In addition, in 2023, the Supervisory Board
reviewed and approved the business strategy
and financial model of the established KMF
Bank.

ANNEXES




MANAGEMENT BOARD

MThe Board is a collegial executive body
of KMF, which is headed by the Chairman
of the Board and carries out current
management of the Company’s activities.
Members of the Management Board are
elected by the General Meeting intheamount
of not more than seven people, for a term
of up to five years. The same person may
be elected to the Management Board an

Composition of the KMF Board

unlimited number of times. The requirements
for candidates to the Board members are
established by the Laws of the Republic
of Kazakhstan dated April 22, 1998 No.
220-1 “On limited and additional liability
partnerships” and dated November 26, 2012
No. 56-V “On microfinance activities”, as well
as Charter of the Company.

in the period from December 31,2023 to January 1, 2023

Shalkar Zhussupov CEO

Almira Abenova

First Deputy CEO

Karlygash Raihanova Deputy CEO

Kulsara Saparbekova Deputy CEO

Olga Yugay Deputy CEO

RISK MANAGEMENT

SUSTAINABILITY

ANNEXES




ABOUT US CORPORATE STRATEGY

Shalkar
Zhussupov

Career summary:

May 30, 2024 - till present - KMF MFO JSC,
CEO.

January 5, 2015 - May 30, 2024 - KMF MFO
LLC, CEOQ.

January 3, 2007 - January 4, 2015 -
KazMicroFinance MCC LLC, CEO.

June 26,2008 - April 19, 2011 - KMF-Demeu
Corporate Fund, CEO.

June 21, 2006 - June 25, 2008 - KLF
Corporate Fund, CEO.

November 9, 2001 - June 20, 2006 -
Kazakhstan Loan Fund CF, CEO.

October 13, 1997 - November 8, 2001 —
Kazakhstan Communities Loan Fund,
Chief Accountant, Program Director.

PERFORMANCE REPORT CORPORATE GOVERNANCE

Education:

e 1987-1994 - Kazakh State Academy
of Architecture and Civil Engineering,
Kazakhstan, civil engineer.

e 1995-1997 — Market Institute at the Kazakh
State Academy of Management,
economist.

RISK MANAGEMENT

"Almira
Abenova

Career summary:

e May 30, 2024 —till present - KMF MFO JSC,
First Deputy CEO.

e October 1, 2015 - May 30, 2024 - KMF MFO
LLC, First Deputy CEO.

e January 5, 2015 - till present - KMF MFO
LLC, Deputy CEO.

e January 3, 2008 - September 30, 2015,
KazMicroFinance MCC LLC, Deputy CEO.

e January 3, 2007 - January 2, 2008,
KazMicroFinance MCC LLC, Director
of Financial Unit.

e February 2, 2006 - January 2, 2007,
Kazakhstan Communities Loan Fund,
Credit Department Director.

SUSTAINABILITY
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e April1,2003-February1,2006, Kazakhstan
Communities Loan Fund, Operational
Director.

e November 1, 1999 - March 31, 2003,
Kazakhstan Communities Loan Fund,
Branch manager.

e August 1, 1998 - October 31, 1999,
Kazakhstan Communities Loan Fund,
Chief Accountant.

Education:

e 1981-1985 - Tashkent Order of Friendship
of Peoples Institute of National Economy,
Tashkent, Economist.
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Karlygash
Raihanova

Career summary:

e May 30, 2024 — till present - KMF MFO JSC, Deputy CEO.

e November 1, 2012 — May 30, 2024, ‘KMF ‘MFQO' LLC, Deputy
CEO.

e January3,2007-0October 31,2012, Kazakhstan Communities
Loan Fund CF, KazMicroFinance MCC LLC, Manager
of Treasury Section, Managing Director, Director of Treasury
and Risk Management Department.

e May 11,1998 - January 2, 2007 — Kazakhstan Communities
Loan Fund CF, Credit Inspector, Program Director Deputy,
Manager of Taldykorgan and Taraz Branches, Investment
Manager.

Education:

e 1997-2002 - Zhetysu Institute of Economics, Financial
Economist.

e 2011-2011-Kazakhstan Institute of Management, Economics
and Forecasing, Master of Business Administration.

PERFORMANCE REPORT
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Kulsara
Saparbekova

Career summary:

e May 30, 2024 - till present - KMF MFO JSC, Deputy CEO.

e April1,2019 - May 30, 2024, KMF MFO LLC, Deputy CEO.

e December 4, 2017 - March 1, 2019 - KMF MFO LLC,
Managing Director.

e July 1, 2016 — December 3, 2017 — KMF MFO LLC, Director
of Regional Network Development Department, Director
of Credit Department.

e August 22, 2006 - June 30, 2016 — Kazakhstan Loan Fund
MCC Corporate Fund, KazMicroFinance MCC LLC, KMF
MFO LLC, Director of Shymkent Branch.

e January 3, 1999 - August 21, 2006 - Shymkent Branch
of Kazakhstan Communities Loan Fund, Kazakhstan Loan
Fund CF, Chief Accountant, Manager of Shymkent Branch.

Education:
e 1987-1992 - Alma-Ata Institute of National Economy,
Economist.

SUSTAINABILITY
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Career summary:

May 30, 2024 - till present - KMF MFO JSC, Deputy CEO.
April 1,2019 — May 30, 2024, KMF MFO LLC, CFO.

March 1, 2012 - March 31, 2021 - KMF MFO LLC, Chief
Accountant, CFO.

February 1, 2011 - February 28, 2012 — Tsentraudit-Kazakhstan
NAC JSC, Almaty, Chief Specialist.

May 1, 2004 - January 1, 2011 — Accounting and Audit LLP,
Almaty, CFO / Chief Accountant.

January 1, 2003 — April 1, 2004 - Sunkar Agro-Industrial
Concern LLP, Almaty, Accountant.

Education:

1995-2000-Almaty Institute of Energy and Communications,
Engineer-economist.

2000-2002 - Kazakh State University, lawyer.

2000-2003 - Institute of Energy and Communications,
postgraduate study.
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REMUNERATION
OF EXECUTIVE EMPLOYEES

Compensation to key management personnel of 12 people including tax payments and other
contributions in 2023 year amounted to 842,434 thousand tenge, in 2022 — 585,749 thousand
tenge in 2022.

Remuneration paid to key management personnel in 2022 and 2023,
Thousand tenge

I 2022

Key management personnel 585,794

plorki
842,434

including:

81,214
504,580

Supervisory Board

71,935

Management Board

INFORMATION ABOUT LARGE DEALS

In 2023, KMF entered into a number of about e obtaining financing from the international

large deals to raise additional funding, investment company Incofin
including: in the amount of 4.4 billion tenge;
e obtaining a loan from the EBRD e conclusion of a new agreement with

“Damu” Fund for Entrepreneurship
Development JSC to open a credit line
of 5.5 billion tenge.

in the amount of 14.4 billion tenge;

e obtaining a loan from Proparco, which is
a subsidiary of the French Development
Agency, in the amount of USD 13.5 billion;

e obtaining additional financing from
the International Finance Corporation
(IFC) in the amount of 8.8 billion tenge;

COMPLIANGE GONTROL

In 2023, KMF formed the Compliance

and Internal

Control Service (hereinafter

referred to as the Compliance Service) as
a separate structural unit, the main tasks
of which are:

implementation of anti-money laundering
and combating the financing of terrorism
(AML/CFT) measures, which ensures
KMF's compliance with the requirements
of the Law of the Republic of Kazakhstan
dated 28 August 2009 No. 191-IV
‘On  Combating Money Laundering
and Financing of Terrorism' (AML/
CFT Law) and international standards
of the Intergovernmental Financial
Monitoring Commission (FATF);

monitoring the compliance of KMF and its
employees with regulatory requirements.

In order to comply with the requirements
of the AML/CFT Law, the Compliance Service
performs the following functions:

Verification of the client, its representative
(its beneficial owner), including automated
verification for inclusion in sanctions lists;

Monitoring of  clients’ operations
for compliance with the provisions
of the AML/CFT Law;

Training and education of KMF employees
on combatting legalisation (laundering)
of proceeds of crime and financing
of terrorism. The Service conducts
training courses and tests KMF employees
for knowledge of the provisions
of the AML/CFT Law;

Implementation of measures to reduce
risks associated with money laundering
and terrorism financing. The Compliance
Service  analyses KMF's  exposure
to relevant risks on a monthly basis
and reports the findings the Management
Board and the Supervisory Board of its
results;

Regular analysis of KMF's internal
regulatory framework for compliance
with the requirements of the legislation
of the Republic of Kazakhstan.

Within the framework of compliance control,
the Compliance Service:

Monitoring the legislation of the Republic
of Kazakhstan and informing interested
structural subdivisions about changes
in regulatory legal acts;

Participates in the approval of drafts
of internal regulatory documents
and business processes with a view
to checking their compliance with

the requirements of the legislation
of the Republic of Kazakhstan;

Checks  transactions  for conflicts
of interest;

Prepares a list of KMF employees who
have access to confidential information;
Controls the process of assessing
the borrower for risks of adverse
environmental impact using the Social
and Environmental Management System
(SEMS) methodology.



In addition, during the reporting period,
the Compliance Service prepared drafts
of internal regulatory documents that will
govern compliance control after KMF's
planned transformation into a second-tier
bank, and tested an automated anti-money
laundering system, the operation of which
will begin after the transformation into
a bank.

ANTI-CORRUPTION
MEASURES

KMF strictly adheres to the principles
of strict compliance with all requirements
ofthelegislationofthe Republicof Kazakhstan
and imposes similar requirements
on its business partners and customers.
Prevention of corruption offenses is one
of the priorities of the corporate policy
pursued by the Company.

Each employee of the Company or any other
person has the right to inform the Company
in case of doubts about the legality
of the actions of any of the employees
of the Company in writing, by corporate
e-mail or by phone. Obtaining information
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about a possible offense on the part
of the Company’s employees is the basis
for an internal investigation.

NTERNAL AUDIT

Due to e increase in the scale
of the Company’s business, the Internal
Audit Unit was transformed into the Internal
Audit Department (IAD) in January 2024.
The IAD is an independent structural unit
that reports to the Supervisory Board.
The IAD’s mission is to preserve and increase
the Company’s value by conducting objective
independent internal audits and assessing
the effectiveness of the internal control
system, with further recommendations
aimed at minimising risks, improving
operational efficiency and successfully
achieving the Company’s strategic goals.

In its activities, the IAD is guided
by the legislation of the Republic
of Kazakhstan and the International
Framework for the Professional Practice
of Internal Auditing recommended
by the International Institute of Internal
Auditors. The employees of the Department

regularly attend refresher courses, and some
of them hold international certificates CIA,
CRMA, PMI-RMP, DipPIA.

The activities of the IAD are carried out
on the basis of a risk-oriented annual audit
plan. In the reporting and previous years,
the annual audit plan was fully implemented.

The results of the audits are regularly
discussed  with  the  audited units
and the management of the company. Based
on the results of the audits, corrective action
plans are developed, if necessary, and their
implementation is monitored by IAD, which
reports to the Management Board, the Audit
Committee and the Supervisory Board.
Based on the results of the audits conducted
during the year, a total of more than 300
actions were developed to improve risk
management and internal control systems.

Quarterly reports on the activities of the IAD
are prepared and submitted to the Audit
Committee and the Supervisory Board,
providing key information on the fulfilment
of audit plans, the results of audits
and the improvement of the internal audit
methodology.

EXTERNAL AUDIT

The selection of the external auditor
for the audit of KMF's financial statements
is carried out in accordance with
the provisions of the Policy on Selection
and Rotation of the External Auditor of KMF
Microfinance Organisation LLC, approved
by the resolution of the Supervisory Board
of KMF on 18 June 2010. The main principles
of external auditor rotation are legality,
continuity, transparency, systematicity
and independence.

The audit of the Company’'s financial
statements for 2023 was carried out
by Ernst & Young LLP. The amount of the fee
for the audit of the financial statements
for 2023 was 64,512 thousand tenge
including VAT.
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RISK MANAGEMENT SYSTEM

The Risk Management System (RMS) of KMF

includes three lines of defense:

e Tt line - functional divisions and manage-
ment, which directly implements activities
and monitors risks. Risk management is
part of the daily activities of business units
and management. They provide an on-
going process for identifying and assess-
ing risks, implementing and evaluating
the effectiveness of control procedures.

e The 2™ line is an independent analytical
unit that provides and coordinates the risk
management process, including the de-
velopment of methods, rules and pro-
cedures, the introduction of effective
tools for defecting, identifying, assessing,
monitoring, controlling and reporting
in the field of risk management, and also
controls and coordinates actions tak-
en at the level of the first line of defense.
In KMF, the second line of defense is repre-
sented by the Risk Management Depart-
ment (RMD).

e 3" |ine is the Internal Audit Department
and external audit. The objectives of this
line of defense are to independently evalu-
ate and check the effectiveness of the risk
management system, both on the first
and second lines of defense.

An important role in the risk management
process is played by the Supervisory
Board, which receives regular reports
on KMF's exposure to credit risk as part

Supervisory Board

t Department \

EXECUTIVE BODY

Audit Committee

Risk Management Committee

Management Board

aALC

02CORC

COMPLIANCE

Deputies CEO

‘ 01 Asset and liability management risk ‘
I

‘ 02 Credit risk ‘

‘ 03 Operational risk ‘

OMEPALIMOHHbIV YPOBEHb

HO subdivisions

Regional Directors

|
Branches / outlets

Verification
Credit pipeline management

LINE MANAGEMENT IS RESPONSIBLE FOR

RISK MANAGEMENT

o ALC (Asset-Liability Committee)

o2 CORC (Credit and Operation Risk Management Committee)

RISK MANAGEMENT IS RESPONSIBLE FOR
ARRANGING THE SYSTEM OPERATION

Internal audit

External audit

AUDIT IS RESPONSIBLE FOR THE INDEPENDENT
ASSESSMENT OF THE SYSTEM EFFECTIVENESS




of quarterly reports. Members of the Risk
Committee of the Supervisory Board
evaluate violations of credit risk limits, if any,
the causes and duration of violations. Based
on the results of the assessment of risk
reports by members of the Risk Committee
of the Supervisory Board, recommmendations
can be formed and preventive measures
recommended to reduce the level of risks
and to strengthen control over high-risk
areas.

PRINCIPLES OF RMS KMF

Division of responsibility
for risk management
and independent control

The RMS includes three lines of defense with a clear distribution of functions and responsibilities between
departments.

All KMF employees are involved in the risk management process in such a way that everyone participates
in the processes of identifying, analyzing and assessing risks and taking measures to reduce the risks

of the company, in accordance with the responsibility inherent in their position.

Exclusion of conflicts
of interest

KMF does not allow conflicts of interest in the risk management process, ensures the separation of control
functions (middle and back office) and front office functions (sales and customer service).

Risk-based corporate culture

KMF develops and maintains a culture of understanding risk among employees, recognizing the importance
of risk management, as well as recognizing personal responsibility for identifying and managing risks,
in accordance with the responsibility inherent in their position.

Communication efficiency

Internal communications in the context of risk management are part of the corporate culture of KMF
and include communications on risk tolerance levels and limits, a reporting system and feedback in the risk
management process from all levels of the organization.

Risk based reward

The remuneration system of KMF employees takes into account the successful completion of the tasks
set, with a mandatory adjustment for the risk of the main process - credit risk. In the front office employee
compensation system, portfolio risk directly affects monthly remuneration payments, so that the higher
the risk of the portfolio, the lower the remuneration.

Regulation and control

KMF ensures compliance with the requirements of regulatory authorities for the existence of risk management
systems in terms of its organization, scope and independence.

Protection of confidential
information

KMF has an information confidentiality policy that describes the mechanism for disclosing information to all
interested parties.

Economic expediency

Risk management in KMF is carried out on the basis of economic purposefulness, when the cost of risk control
measures should not exceed the amount of possible losses from this risk.
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The continuity and controllability of the risk management process is ensured by strict adherence
to a single risk management algorithm, which includes seven stages.

Risk management algorithm in KMF

STAGE STAGE DESCRIPTION

1.

Formation of a risk
management system

Formation of a risk management policy, setting

of risk management goals and commitments,
promotion of a risk-based corporate culture focused
on risk management

2. Risk identification Risk detection and description
3. Risk Analysis Determining the nature of the risk and measuring
the level of risk
4. Risk assessment Determination of criteria for the significance
and priority of risks
5. Risk management (risk Development of action plans for reduction,
treatment) control, hedging, insurance and other ways
of influencing risks with the definition of deadlines
and responsible persons
6. Monitoring and analysis Continuous performance review followed
of the effectiveness of the RMS by adjustments to relevant processes
and procedures
7. Communications Exchange of information on risk management

and consultations

between structural divisions and employees of KMF,
as well as other interested parties

CREDIT RISK MANAGEMENT

As the leader of the Kazakhstan microcredit
market, KMF is aware of its impact
on the social and economic development
of the country. Social responsibility
to customers is enshrined in the Company's
credit policy. Our responsible attitude
towards the client has a positive effect
on credit risk and prevents the client from
becoming over-indebted.

Credit risk management is defined as a set
of measures that can help avoid or mitigate
foreseeable risks and create adequate
reserves. KMF manages the probability
of default of individual clients through a set
of underwriting policies and regulations (i.e.
procedures for analyzing and evaluating
a loan application). Each borrower, when
issuinganew loanorrestructuringit,aswellas
issuing a new tranche within the framework
of a credit line, is subject to verification of all
creditworthiness criteria.

The portfolio risk indicator is PAR 30,
calculated as the ratio of the principal
debt for all loans that are overdue by 30
days or more as of the reporting date
to the principal debt for the entire loan
portfolio. Calculation of expected credit
losses is carried out in accordance with IFRS
9 based on the company’s internal methods.

KMF is working to collect non-performing
loans, however, the Company does not
adhere to the strict practice of “knocking
out debts” from customers. All processes
are regulated and carried out in accordance
with  Kazakhstani legislation and in
the spirit of the social orientation of KMF as
a development institution.

In order to manage delinquencies, KMF
seeks to restructure loans when the client
is able and willing to pay loan payments
in accordance with the revised payment
schedule.

The main risk factors that can have
a negative impact on the creditworthiness
of the Company's borrowers are:

e External and internal shocks that can
affect the income of SMEs;

e Wage cuts or delays in the formally
employed sector;

e \olatility in prices for agro-industrial
products;

e [ncrease in operating expenses of clients
in the segments of SME lending
and agriculture;

e \/olatility of exchange rates;

e |Lockdowns and closure of trade markets,
closing of borders;

e Political instability in the country or its
individual regions.

KMF | Annual report 2023 47



UPERATIONAL RISK MANAGEMENT

KMF defines operational risk as
the possibility of losses caused by failures
in internal processes, errors and intentional
actions of employees, or adverse external
events. Within this definition, operational
risks include legal risks, but exclude
business and strategic risks. Legal risks
include the possibility of imposing fines,
penalties and other losses arising as a result
of supervisory actions in relation to KMF, as
well as a result of losses in the settlement
of private claims.

The definition of operational risk adopted
by KMF also includes the potential damage
to the Company's reputation among
customers, investors, national authorities
and other stakeholders that may result from
the realization of operational risks.

Depending on the nature of their impact
on KMF, operational events are classified

similarly to the widely used classification
of the Basel Committee.

KMF does not tolerate operational risk due
to potential regulatory and reputational
impacts, even if the incident itself is initially
considered insignificant. Any form of fraud
or non-compliance with internal regulations
by KMF employees is unacceptable.

The internal control environment includes

the following components:

e systematically organized, clear
and specific internal documents that
define the conditions and description
of all products and services;

e powers and responsibilities of divisions
and employees;

e policies and procedures that define how
these roles and responsibilities are to be
performed in the processes.

>

The internal control environment includes
the formation of a risk management culture
that influences the actions of each individual
employee andissupported by the Company’s
management, including the Supervisory
Board, the Risk Committee under
the Supervisory Board, the Management
Board and all heads of structural divisions
of branches and the Head Office.

An important role in the operational risk
management system is played by risk
coordinators — employees of KMF divisions
responsible for organizing the operational
risk management process within their
division (bottom-up approach).

As part of operational risk management,
key risk indicators are used for key business
processes, the metrics for the formation
of which are formed on a regular basis by all
divisions of the Company. The process of self-

assessment of operational risks for exposure
to operational risks allows you to establish
vertical and horizontal communications as
part of the operational risk management
process. Registration of operational events is
carried out using specialized software.

A special role in the process of managing
operational risks is given to commmunications
and training for the 1st line of defense:
thecompanyisactivelydevelopinganinternal
corporate portal, through which information
about the prevention of violations is carried
out in order to prevent the realization of risks
in the future.
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LIQUIDITY RISK MANAGEMENT

Liquidity risk is defined as the possibility
of a negative impact on a company'’s profits
and business reputation due to the potential
inability of KMF to meet current payment
obligations in a timely manner.

The Company defines liquidity management
as a continuous process of planning
the need for financing and borrowing both
at the operational (planning period up to 1
month) and tactical (planning period up
to 1 year) levels, and at the strategic level
(planning period over 1 year). The main
goal of liguidity management is to ensure
sustainable growth of KMF's operating
assets and ensure timely fulfillment of all
KMF obligations to third parties.

The main source of funding KMF finances its
activities mainly with medium-term loans
intengeandinforeigncurrency received from
financial institutions both within Kazakhstan
and abroad. In addition to standard loans,
KMF uses attraction in the form of capital, as
well as subordinated loans.

KMF is developing a contingency financing
plan to manage the response to early
withdrawal of obligations, which will be
activated in the event of an emergency
liquidity shortage.

In  addition, the company maintains
a constant share of liquid assets,
established by the internal requirements
of the Supervisory Board, and adheres to it
every day.

Liquid assets are placed in second-tier banks
in accordance with internal limits, as well
as in the securities market, in accordance
with the approved list of permitted financial
instruments. In order to place liquid assets,
only highly liquid financial instruments
are used, mainly government securities
and REPO.

Concentration risk in second-tier banks
is managed by monitoring and regularly
reviewing counterparty limits.

>

INTEREST RATE RISK MANAGEMENT

Interest risk in KMF is defined as
the possibility of an adverse impact on net
interest income and on the market value
of assetsand liabilities in response to changes
in market interest rates.

KMF's business model assumes
the emergence of interest rate risk mainly due
to discrepancies in the timing of the revision
of interest rates on the loan portfolio and on
loans with which KMF finances its lending
activities.

In  accordance with the legislation
of the Republic of Kazakhstan, there is
a maximum limit for increasing lending rates
on loans, therefore, raising interest rates on a
loan portfolio cannot be a permanent tool
for managing interest rate risk. Microloans
to KMF clients always have a fixed interest
rate over the term of the microloan, while
KMF liabilities can be either fixed or floating
rate.

CURRENCY RISK MANAGEMENT

KMF's business model assumes
the occurrence of foreign exchange risk
due to the fact that KMF issues loans only
in tenge, while at the same time financing
its activities partially through loans in foreign
currencies. Speculation in exchange rates is
not a business goal of KMF, the goal of KMF
is to minimize the currency risk in relation
to profitability and cost of capital with
available financial instruments.

Currency risk is managed through a system
of open currency position limits; over the past
few years, the company has maintained
an almost zero open currency position.
At the end of 2022, the position was -0.11%
of equity.

49


https://www.multitran.com/m.exe?s=interest+rate+risk+management&l1=1&l2=2

ENSURING BUSINESS CONTINUITY

In 2019, the Company implemented
a Business Continuity Management Policy,
which has been continuously enhanced
in response to critical events in recent
years, including the COVID-19 pandemic
in 2020-2021 and mass riots in January 2022.

The company regularly trains staff to respond

to crisis situations, including training

on earthquake behaviour and infectious
disease outbreaks in 2023.

Based on the practical experience of major
incidents such as the Covid-19 pandemic
and the January 2022 events, the risk
management function in business continuity
management has been strengthened,

and guidelines and instructions for crisis
management and response to various
incidents have been finalised. Business
Continuity Management is being further
developed, including the use of tools
such as Business Impact Analysis (BIA),
the implementation of awareness plans,
incident modelling and staff training.

In the phase of preparing

response

instructions for the Bank's structure during

the transformation phase.
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SUSTAINABLE DEVELOPMENT MANAGEMENT

The Company’s priorities
in the field of sustainable
development

KMF is fully aware that its activities have
a significant impact on the economic
and social development of the regions
in  which it operates. The company's
development strategy is based on the fact
that it shares responsibility for the well-being
of the communities and neighbourhoods
in which its customers live. In this context,
the company seeks to integrate all three
components of sustainable development
in its activities: environmental, social
and corporate governance.

Corporate Social
Responsibility

The company’s activities are aimed at the economic and social development of the country and its regions.
Our microcredits stimulate SME development and job creation in the communities where our clients live.
KMF participates in a number of social programmes that increase access to credit for rural residents, women
and other vulnerable groups. The company runs its own charitable initiatives to support vulnerable groups,
develop children’s sports, promote culture, etc.

Environmental protection

The company’s operations do not have a direct impact on the environment, but we take an active
stance on environmental issues. We actively participate in public and private environmental initiatives,
and our employees are prepared to demonstrate by personal example their willingness to care for nature
and the environment.

Interests of investors

It is important for our company to meet all the financial and other interests of our investors and we fulfil all our
obligations responsibly. The company is committed to being transparent with investors and providing them
with access to all necessary information about its financial and operational performance.

Client interests

We strive for the prosperity of our clients, and to this end we provide easy access to our services and the most
favourable and transparent conditions for the granting of our microcredits. Clients who find themselves in a
difficult situation due to circumstances beyond their control can always count on the company's support.

Personnel care

We have a transparent recruitment and career development policy, and we strive to provide our employees
with decent salaries and social guarantees. The level of remuneration and career development of each KMF
employee depends on his or her performance and contribution to achieving the goals set by the management.
The company also pays attention to creating optimal working conditions and maintaining a favourable
psychological climate in the team.
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KMF's contribution to the UN Sustainable Development Goals

UN SUSTAINABLE DEVELOPMENT ‘OUR CONTRIBUTION
GOALS

KMF fully shares the goals and objectives
of the UN Global Agenda for Sustainable
Development as set out in UN General
Assembly Resolution 70/1 of 15 September
2015 “Transforming our world: the 2030
Agenda for Sustainable Development”. In its
direct activities, KMF contributes directly

to the achievement of 11 of the 17 goals
through the provision of loans to certain
categories of the population and small
and medium-sized enterprises, through
its philanthropic and social activities,
and through the implementation of its
human resources policy.

KMF's contribution to the UN Sustainable Development Goals

UN SUSTAINABLE DEVELOPMENT ‘OUR CONTRIBUTION
GOALS

NO Goal 1: Eradicate .
POVERTY

poverty in all its forms
everywhere

Implementing a microloan programme for low-
income, poor and unemployed people to unlock
their potential

Commitment to mission and values, adherence
to customer protection principles

Developing an extensive network of branches
and offices in the most remote rural areas

Supporting clients through special subsidy
programmes

Support for charity and sponsorship
Implementing the “Financial Literacy

of the Population” programme

Supporting rural entrepreneurship, youth start-
ups

Social impact management toincrease customer
income

IERD
HUNGER

(((
\ 4

Goal 2. Eradicating
hunger, achieving

food security

and improved nutrition
and promoting
sustainable agricultural
development

4% KMF

Supporting rural entrepreneurship
Supporting clients through special
programmes

Social impact management to increase clients’
income levels

Charity and sponsorship, especially for children
from low-income families and their mothers,
pensioners and veterans, orphaned children

grant

GOOD HEALTH
AND WELL-BEING

e

Goal 3. Ensuring
healthy lifestyles

and promoting well-
being for all at all ages

Provision of a social package, “Employee Benefits
Cafeteria”, promotion of healthy lifestyles
through company sports events

Sponsorship of sports organisations in different
areas and for different age groups

Supporting medical facilities in the event of a
pandemic

Social impact management

Publications on healthy eating, development
of environmentally friendly businesses
in the company magazine “Isker”

QUALITY
EDUCATION

Goal 4. Ensure inclusive
and equitable quality
education and promote
lifelong learning
opportunities for all

Implementation of a programme to improve

financial  literacy in  family = budgeting
and business management
Developing a financial literacy project

for children, teenagers and young adults
Organising start-up competitions, hackathons,
creative contests, etc.

Implementing a mentoring programme project
Cooperation  with  student and  youth
organisations
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GENDER
EQUALITY

g

Goal 5: Achieve gender
equality and empower

all women and girls

Providing fair employment conditions, equal
career opportunities and pay, maternity support,
etc.

Social impact management to increase
the income level of the population
Implementation of the Financial Literacy
Programme

Implementation of the “Women in Business”
programme

Organisation of the “KMF Isker hanymy"” award
to promote women'’s entrepreneurship
Organising business breakfasts as part
of the Women's Café programme

Support for women's sports teams, “Mama PRO”
and “Erekshe Analar” foundations

DECENT WORK AND
ECONOMIC GROWTH

Goal 8 Promote
steady, inclusive
and sustainable
economic growth,
full and productive
employment

and decent work
for all

4% KMF

UN SUSTAINABLE DEVELOPMENT ‘OUR CONTRIBUTION UN SUSTAINABLE DEVELOPMENT ‘OUR CONTRIBUTION
GOALS GOALS

Ensuring accessible and quality microloan
services

Financial literacy programme for the population
Support for women's, rural, youth and social
entrepreneurship

Support for job creation

Social impact management

CLEAN WATER
AND SANITATION

L

Goal 6: Ensure
availability

and management
of water resourse
and sanitation for all

Water saving in offices, automation of water
and heat supply systems

Cooperation with the ECO network, organisation
of training for employees

Refusal to finance projects harmful
to the environment, human life and health

INDUSTRY, INNOVATION
AND INFRASTRUCTURE

Goal 9: Build

a strong
infrastructure,
promote inclusive
and sustainable
industrialisation
and innovation

Collaboration with the start-up community,
MOST Business Incubator
Cooperation with universities
Organising and participating in
projects, competitions and events
Implementation of green financing programmes

innovative

Goal 7: Ensure
access to affordable,
reliable, sustainable
and modern energy
for all

Use of automated water, electricity and heat
supply systems in KMF office buildings and its
branches

Implementing the Green Economy Financing
Facility (GEFF) programme in partnership with
the EBRD, supporting the purchase of energy
efficient equipment and machinery

1 0 REDUCED
INEQUALITIES

Goal 10: Reduce
inequalities within
and between

Ensure broad access to quality financial services
throughout the country
Adhere to the mission, values and principles

1 SUSTAINABLE CITIES
AND COMMUNITIES

N

countries of customer protection
e Manage social impact
e |Implement social and charitable projects
e Promote financial literacy  programmes
for diverse audiences
e Encourage entrepreneurship for all ages
and abilities
Goal 11: Open, e Participation in cultural,  environmental

safe, resilient
and sustainable
cities

and settlements

and social projects and events
Interacting with the public, government,
business and non-commercial organisations
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PERSONNEL MANAGEMENT

1. Development of a corporate culture based
on the Mission, Vision and Values of the Company,
the principles of meritocracy and social responsibility

Employer brand management. One of the main

priorities of the Company isthe creation and development
of an attractive competitive value proposition
for the target audience of potential candidates
in the labor market and current employees. We make
sure that the brand of the Employer in the foreign market
reflects the real corporate culture of the company,
broadcasts the real Business Values. We share these
Values and consider it important the Company's
contribution to the development and support of micro-
entrepreneurship, which allowed us to build long-term
relationships of mutually beneficial cooperation with
customers, ensuring the sustainable growth of all market
participants.
Creation of a comfortable developing working
environment in which each Employee can develop
professionally and reveal their potential, contribute
to business development and receive fair recognition
and remuneration. We strive to provide flexibility
and environmental friendliness in the design
of workplaces and the production environment,
creating accessibility both in the Company's offices
and developing opportunities for remote work
or combined modes.

2. HR support for the implementation of the Company’s
Strategy and organizational development

Business transformation. In 2023-2025, one of the most
important focuses of top management attention
is the transformation of the business (due to its
reorganization, changes in regulatory requirements),
and activities aimed at supporting these changes
become key tasks in the field of HR.

Engagement and Integration. During this period,
of particular importance is the integration of both
the management team and the staff as a whole. An
important priority for senior management will be
to achieve ambitious goals and increase the company'’s
potential, and at the same time ensure cultural continuity,
maintain  the company’s competitive advantages
based on Values. The Company considers it important
to improve the methodology and tools in the field
of engagement and integration management, ensuring
the involvement of each employee in achieving
the Company's goals, as well as the health of the social
environment and industrial relations.

% KMF

3. Talent management

e Attracting talent. The company builds its talent

management policy on the principles of meritocracy,
diversity, equality and inclusiveness.

Development of talents. The company considers
the development of personnel qualification as an
investmentinhumancapital,seekingtoensureadirectlink
between the activities carried out and the financial result.
Important areas are the development of professional skills
of front office employees, the development of Leadership
and managerial competencies of the company’s
management, professional development  within
the specialization of each employee of the Company.

Managing individual and team performance.
The Company is improving individual and team
performance management systems, as well as

assessment and capacity development systems in order
to ensure that each employee has access to career
development in accordance with the optimal pace
of development for him.

Provision and planning of succession. Each employee
of the company has the opportunity to participate
in competitions for open vacancies, receive support
and support during induction and adaptation.
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4. Reward Management

e Compensation policy. The Company considers ensuring
transparency and fairness of remuneration, both tangible
and intangible, as one of its main priorities.

e Management of systems of official categories.
The Company conducts operations with basic
remuneration based on research (reviews, monitoring
results) of the labor market, in order to ensure
a competitive fair system of basic remuneration.

e Reward for results. In paying the variable part
of the remuneration, the Company relies on performance

and performance indicators, encouraging
the achievement of results, responsibility and the best
performance.

The goal of KMF's personnel policy is to form a team whose
composition and level of competence are sufficient to achieve
the strategic goals of the Company. The procedure for hiring
new employees includes several stages of selection.
In the process of selecting candidates for vacancies, not only
the level of their professional competence is assessed, but also
their readiness to share our corporate values.

All newly hired employees undergo functional and socio-
psychological adaptation after employment. Each new
employee on his first working day undergoes the training
“Welcome to KMF!", which begins his professional and social
adaptation in the Company's team.

The company is working on the digitalization of business
processes of human resource management. The HR

5. Social responsibility, well-being and health

e Social support. The company supports its employees
by providing a wide package of benefits and fringe
benefits in case they have a difficult life situation.

e Well-being and health. The company's remuneration
policy provides support for the health of employees both
at the level of targeted payments (medical benefits)
and fringe benefits (health insurance), and at the level
of investment in the working environment. We strive
to create comfortable working conditions in every
workplace.

department uses WebSoft HCM and E-staff software products
in its work, work is underway to automate the assessment
of the level of competence and effectiveness of employees,
the procedures for selecting and hiring employees.

The Company builds its relations with employees in strict
accordance with the norms of Kazakhstani labor legislation
and guarantees the implementation of all legally enshrined
rights of employees. To resolve labor disputes, the Company
formed a conciliation commission, which includes an
equal number of representatives of the labor collective
and the employer. In the reporting period, the Company
recorded no cases of violation of labor laws and discrimination
against employees.

% KMF

6. Ensuring the technological compliance of the system
with the needs of staff coverage

e Automation of the human resource management
system. The company considers the task of automating
HR processes as an activity to reduce risks, and,
at the same time, to maximize the return on human
resources.

e Making decisions based on facts and data analysis.
The company makes personnel decisions based on facts
and data analysis, ensuring the validity and transparency
of the measures taken.

The Company does not allow discrimination against
employees based on gender, age, social status and other
criteria. The remuneration paid to employees is determined
solely by the work of each individual employee and his
contribution to the results of the Company’s activities,
regardless of gender, age and other differences. The company
does not allow the use of child and forced labor.
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List of personnel

The actual headcount of the Company has
grown from 2,142 employees at the beginning
to 2,227 employees at the end of 2022, while
the turnover rate has increased from 23%
10 30%. Out of the total number of employees,
601 people work at the head office and 1,626
work at the Company’'s branches. Top
managers are 5 employees of the Company,
middle managers — 455 employees, the rest
are specialists or technical workers.

The gender structure of the personnel as
a whole is balanced and has not undergone
significant changes during the reporting
year. Women account for 53.4% of the total
workforce (1,191 out of 2,227 employees).

The largest age group is employees aged
25 to 40, accounting for 61.9% of the total
headcount (1,378 employees). At the same
time, in 2022, the age structure of the staff
became somewhat more diversified:
the share of employees under the age of 25
increased from 9.0% to 10.1%, from 40 to 55
years old - from 18.6% to 19.2%, older 55
years - from 2.9% to 3.1%.

During 2022, 132 employees took maternity/
paternity leave, 61 employees returned from
maternity/paternity leave.

Actual number of employees,
employees at the end of the period

2,227
1.990 2,142

2021 2022 2023

Personnel breakdown by gender,
in % at the end of the period

>

Staff turnover, in % for the period

30%
27% I~
™ 23%
2021 2022 2023

Structure of personnel by age,
% at the end of the period

I~ @ @
52.1% 52% 53.5%
69.4% 67.6% 61.9%
479% 48% 46.5%
9.0% 101% 13.4%
2021 2022 2023 2021 2022 2023
® Men @ under 25 55+
@ Women @ age 25-40 55+
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KMF has a transparent, fair system
of motivation, which is aimed at achieving
the strategic goals of the Company
and retaining qualified employees.
The motivation system includes three types
of bonuses:

e Monthly bonuses for front office
employees, the amount of which
is determined based on the results
of the month;

e Annual bonuses at the end of the year
based on the rating calculated taking into
account the performance during the year;

e Project bonuses for project participants
who receive monetary rewards based
on the results of project completion.

At the end of 2023, the salaries of all
employees were indexed by 15 per cent.

The Company has a social package formed
according to the “cafeteria” principle: each
employee can create a set of benefits
for himself, the payment of which
the Company covers in the amount
of the established Ilimits. The social
package of the company is aimed at social
support for the staff, care for supporting
the health of the employee and family

members, maintaining a work-life balance,
the possibility of developing employees
and children.

The training and development of KMF
personnel is part of the corporate culture
and is carried out on a systematic basis.
The company has an internal corporate
training platform with electronic courses,
to which all employees have constant access.

In 2024, 1,463 employees were trained
and 1,050 employees completed more than
two training programmes. Employees are
trained in the following programmes:

e Standard mandatory programmes
to ensure performance in the new
position;

e Mandatory programmes  for new
employees to familiarise them with
the company'’s business, culture
and processes;

e Function/position specific programmes
as part of on-the-job adaptation;

e Mandatory programmes aimed
at  mastering basic management
and communication practices.

KMF perceives the health and safety of its
employees as an unconditional priority.
The occupational health and safety system
in the Company is based on the Occupational
Safety and Health Instructions (hereinafter
referred to as the OSH Instruction), approved
by the KMF Board on December 8, 2020.
The OSH Instruction systematizes harmful
and hazardous production factors, defines
the procedure for organizing OSH work,
training employees in labor safety, describes
the procedure for emergency situations,
as well as the procedure for recording
and investigating accidents related to work
activities.

All employees of the Company undergo
four types of safety briefing: introductory;
primary in the workplace; repeated;
unscheduled. Persons newly hired, without
fail, within ten working days from the date
of employment, undergo training on OSH
issues in the Distance Learning System,
followed by a mandatory knowledge test.
Employees, who have not been trained,
instructed and tested on OSH issues are not
allowed to work.

% KMF

All structural divisions of KMF are provided
with serviceable primary fire extinguishing
equipment (fire extinguishers) in each room
based on the minimum standard of one fire
extinguisher per 40-50 mZ2. Each structural
unit located in a separate building has fire
equipment, including a box of sand, a shovel,
scrap and hook.

If more than ten people are on the floor at a
time in buildings and office premises of KMF,
plans for evacuation of people in case of a
fire should be developed. Evacuation plans
are developed by specialized organizations
based on the layouts of offices, premises
or buildings provided to them. Evacuation
exercises using fire alarm and fire
extinguishing systems, smoke protection,
fire warning and evacuation management
are held annually.
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ENVIRONMENTAL PROTECTION

Environmental protection policy

In the process of carrying out its activities,
the Company ensures a careful and rational
attitude towards the environment
and the use of resources. In its activities, KMF
complies with the requirements of the basic
principles in the field of environmental
protection:
e the priority of protecting human life
and health, preserving and restoring
the environment, which is favorable

for the life, work and recreation
of the population;
e prevention of potential harm

to the environment.

KMF uses all reasonable efforts to ensure
continuous functioning of the socio-
ecological management system
for the purpose of identification, assessment
andmanagementofenvironmentalandsocial
impacts. The Company takes appropriate
measures aimed at preventing legal,
financial consequences and consequences
for the business reputation of KMF related
to environmental and social issues.

KMF's operations do not have a significant
impact on the environment in terms
of indicators such as accidental and irregular
discharges of pollutants, wastewater
discharges, emissions of greenhouse gases

and other air pollutants. The company takes
all measures to avoid excessive consumption
of renewable resources. To rationalise
the use of paper, KMF has switched
to electronic document management and all
internal business documents are created
and stored electronically. To conserve water
and electricity, water pipes in offices are
repaired in a timely manner, and energy-
saving lights and motion detectors are
installed.

KMF's internal documents reflect
the standards that prohibit KMF from
financing projects that are harmful
to the environment, human life and health.
The company has implemented a Social
and Environmental Management System
(SEMS) methodology. According to this
methodology It defines different levels
of risk for borrowers' activities that may have
a negative impact on the environment. When
considering loan applications, KMF pays
particular attention to the environmental
aspects of the borrower's (applicant’s)
activities and supports environmentally
oriented projects. One of the prohibited
areas of lending is lending to projects that
cause serious damage to the environment,
human life and health.
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Resource consumption and waste Mmanagement

KMF is constantly engaged in the imple-
mentation of low-waste and resource-saving
technologies and equipment. The buildings

of the Company's Head Office and its
branches are equipped with automated
water, electricity and heat supply systems.

KMF resource consumption in 2023

RESOURCE TYPE UNIT OF CONSUMPTION PER YEAR
MEASUREMENT

Water consumption m?3 1154,812.18
Sewage disposal m? 643,868.21
Electric energy kWh 42,508,683.99

In accordance with the Environmental Code
of the Republic of Kazakhstan, the Company
collects hazardous waste for subsequent
processing and disposal (lead batteries,

accumulators, oil-containing waste,
pneumatic tires, solid household waste,
mercury-containing lamps, used oils).
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Managing climate impacts

In the 21st century, preventing the negative
impact of economic activity on the climate
has become one of the most important
issues on the global agenda. KMF is fully
aware of the need to share responsibility
for reducing the negative impact
on the climate by all business entities and is
systematically working to integrate measures
to minimise climate impact into its business
strategy.

KMF's operations aim to minimise its impact

on climate change by:

e conducting environmental assessments
of clients when granting loans using
the Socio-Environmental Management
System (SEMS) methodology,
which involves determining the risk
level of the borrower depending
on the potential negative environmental
impact of its activities;

e reducing the consumption of fuel
and energy resources in the course of their
main activities;

e reduction of electricity losses through
more rational use and the introduction
of energy-saving technologies.

Nevertheless, more than a third of our
loan portfolio (35.2% at the end of 2023)
goes to SMEs operating in the agricultural
and agro-industrial complex. The activities
of this category of borrowers and their
financial situation depend to a large extent
on natural and climatic factors. In this regard,
KMF's Risk Management Department is
developing a system for assessing the impact
of climatic factors on the creditworthiness
of borrowers operating in the agricultural
and agro-industrial complex  sector,
based on historical data on the quality
of the loan portfolio and information from
the State Climate Cadastre of the Republic
of Kazakhstan.

At the end of 2023, KMF established
a working group to implement ESG
principles and approaches, which
included representatives from all key
areas of the company, including the Risk
Management Department. The working
group identified a list of medium-term
activities to implement the environmental
component of sustainable development,
including:

>%>

Development and approval of the socio-
environmental risk policy; including
a methodology for assessing direct
and transient climate risks;

Estimating the volume of direct
and indirect greenhouse gas emissions
resulting from the company's activities;
Further development of programmes
to introduce “green” and energy-saving
technologies;

Improving and developing approaches
to environmental assessment
of customers, including negative impacts
on the climate.




CORPORATE SOCIAL RESPONSIBILITY

KMF has developed and maintains
a Corporate Social Responsibility and Charity
Policy aimed at implementing social
and environmental programmes, supporting
culture, sports, healthcare, education
and enlightenment, carrying out socially
useful activities and assisting poor and needy
citizens.

The policy describes the basic principles
of social responsibility, the main areas
of corporate social responsibility and charity,
the subjects of receiving charitable
assistance and the principles of interaction
with stakeholders.

In order to consider requests for assistance,
a Sponsorship and Charity Assistance
Policy has been developed and is in place,
which describes the rules for considering
requests by a specially established Charity
and Sponsorship Committee, made up
of KMF and KMF-Demeu employees.

A budget is set up for sponsorship
and charitable assistance at KMF-Demeu,

based on requests from KMF branches,
inaccordancewiththe missionandobjectives
of the assistance: the company supports
projects aimed at promoting children’s
sports, environmental protection, support
and development of rural infrastructure,
support for multi-child and low-income
families and the socially disadvantaged,
and support for youth entrepreneurship.
A small amount is also budgeted as a reserve
for unplanned requests.

t R4

Support for children’s sports. KMF
sponsored three children’s sports events
in 2023:

e On 4 March 2023, a volleyball tournament
was held among schoolgirls in grades
8-11 in Zhamby! district. KMF provided
a sponsorship of 765 thousand tenge.
This amount was used to purchase sets
of sports uniforms, medals, balls, cups
and treats.

e On the initiative of the Almaty branch,
a basketball tournament for high school
girlswas heldinIssyk on1May. The amount
of sponsorship was 615,424 tenge.

e From 14 March to 17 March 2023, a chess
tournament was held in Taraz for children
aged 8-14. The amount of sponsorship
was Imillion 400 thousand tenge.
This amount was used to buy medals,
certificates and treats.

Supporting students and young people.
KMF regularly supports talented young
people. In 2023 the following activities were
carried out in this direction:

% KMF

e The company has been supporting
the Enactus Kazakhstan School of Youth
Entrepreneurship for 6 years and has
been a platinum sponsor of the school
for 2 years. Enactus Kazakhstan is an
international non-profit organisation that
coordinates and develops the student
communityofentrepreneurs,encouraging
the development of start-up projects
and innovation. In 2023, more than 2,700
students participated in various events
in support of Enactus Kazakhstan.

e |n 2023, the results of a special financial
literacy competition organised by KMF-
Demeu “Financial Literacy Competition”
were summarised. 21 university
teams (150 students) participated
in the competition and 3,500 students
were trained in the FinBoss course
developed by KMF-Demeu for students
in grades 5-8. The winner of the special
competition was the team “AMU" (Astana
Medical University), which received a prize
of Tmillion tenge. In addition, 3 million
tenge was allocated for the development
of the “Smile Race” financial literacy game
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for children under the KMF-Demeu brand.
The game uses KMF credit cards.

For the third consecutive year, KMF
and KMF-Demeu have supported the KMF
MentorProFinance student mentoring
project. As part of this programme, leading
experts in finance, IT and HR provide
mentoring support to support students
and young professionals. In 2023, KMF
employees once again acted as mentors.
The MentorProFinance project included
formal and informal meetings between
mentors and mentees. The programme
involved 100 mentees and 50 mentors,
including 6 from KMF.

Supporting vulnerable populations

(multi-child and low-income families,

families with children with special needs).

In 2023, KMF provided charitable support

to the following organisations:

e State Municipal Institution “Support
Centre for Children in Difficult Life
Situation of Ayirtau District”, Akmola
Region. The centre received a projector
with screen, caps, sweets and toys.

The total amount of the charitable
assistance was 497,565 tenge.

State Municipal Institution No. 7
named after Ushinsky. Charitable
assistance was provided for the purchase
of equipment and developmental aids
for the Integration Support Classroom
for children with special needs. The total
amount of charitable assistance was
325,829 KZT.

State Municipal Institution “Psychological-
Pedagogical Correctional Cabinet
No. 8", Atbasar City. Equipment
for the rehabilitation of children with
special needs was purchased. The amount
of charitable aid was 500 thousand tenge.
State Municipal Institution “Psycho-
educational Correctional Facility”,
Jalagash district, Kyzylorda region
Department of Education. The amount
of charitable aid was 136 thousand tenge.
Developmental toys and ‘“suitcases
for art” from KMF and KMF-Demeu were
distributed to bring joy and inspiration
to the children.

Garyshker Education Platform. As
part of the Road to School project, KMF

purchased 900 backpacks with school
supplies for children from low-income
families in Kazakhstan. The total value
of the donation was 6 million tenge.

e “Yerekshe Analar” Rehabilitation
Centre. KMF-Demeu donated 3 million
tengetothe “Yerekshe Analar” Foundation
in Astana to purchase special furniture
for children suffering from Down's
syndrome, autism and other diseases.

e MamaPro PF. The fund for support
and development of socially wvulnera-
ble women “Mama Pro” was established
in January 2 018 by parents of special chil-
dren. In 2023, the fund received 2.5 mil-
lion tenge in charitable support to con-
duct entrepreneurship courses in Kazakh
and Russian. KMF-Demeu business
trainers also conduct business training
for mothers of special children.

Supporting women entrepreneurs. As part
of its non-financial support, KMF and KMF-
Demeu have been organising conferences
for women in various cities in Kazakhstan
since 2006. These conferences serve as
a platform for training, networking, sharing
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experiences and making new business
contacts. During this time, more than 2,000
women have participated in the conferences.

Since 2019, the concept of the competition
has been developed, the purpose of which
is to identify the best female entrepreneurs
in various industries. The first KMF Isker
Hanymy Prize will be awarded in 2021
The prize will be awarded in the following
categories “For Contribution to Business
Development”, “For Contribution
to  Agribusiness Development”, “For
Contribution to SME Development”, “Social
Business” and “Special Jury Prize”, as well as
the Grand Prix — Businesswoman of the Year.
The winners of the nominations will receive
certificates for household appliances
worth 500,000 tenge and 1million tenge
respectively.

More than 5,000 applications were received
over three years. In 2023, more than 150
women took part in the event, 100 of whom
were businesswomen from 15 cities
in Kazakhstan who are KMF customers.
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The main difference of the award s
that it was created for participants
fromm  micro-enterprises, while  similar
competitions are more often held for small
and medium-sized enterprises, which are
not comparable to the turnover of a micro-
entrepreneur. The jury of the competition
includes representatives of Kazakhstan
KMF, KMF-Demeu, the Association
of Social Entrepreneurs of Kazakhstan
and the Frankfurt School of Finance
and Management.

Developing financial literacy. One of KMF-
Demeu's key projects is to promote
financial literacy among the population
of the Republic of Kazakhstan. In addition
to the KMF Isker Hanymy conferences
and awards, KMF-Demeu regularly organises
business breakfasts for entrepreneurs
on current topics in business management,
including sales techniques, service, business
ideas, marketing and other relevant business
topics. In 2023, 924 entrepreneurs were
trained. Training on personal financial
management is also provided for everyone,
including the younger generation: a course
forteachinginschoolsof grades5-8 “FinBoss”
was developed, as well as a video course with
interactive lessons for children and teenagers
under a similar name “FinBoss”, lectures

on personal finance for university students
and training for the adult population.
The FinBoss co-working centre, which was
opened under the sponsorship of KMF-
Demeu, also offers lessons for schoolchildren.
In 2023, 3,388 people were trained in this
area.

Support for farmers. As part of its support
for  agricultural  entrepreneurs, KMF-
Demeu organises regional agricultural
forums on topical issues for farmers from
different regions. In 2023, 3 agroforums
were held in the town of Taraz, the village
of Shieli and the town of Saryagash. Shieli
and Saryagash on “Effective ways to grow
crops”. In total, around 400 people attended
the agroforums. Agroforums are a platform
for getting new information on pressing
issues for entrepreneurs, exchanging
experience and making business contacts.
The forums also include exhibitions
of suppliers of agricultural products: seeds,
fertilisers, etc.

>
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LIAISON WITH STAKEHOLDERS

KMF strives to create value for all its
stakeholders and to ensure balanced
development, taking into account their
interests in both the short and long term. We
engage with our stakeholders to keep them
as informed as possible about our activities
and to ensure that we achieve the best
outcomes for them.

Stakeholder engagement is a key element
of responsible management. We give
everyone the opportunity to provide
feedback on the company's performance
through a variety of forums and channels
to help shape our business development
strategy in line with stakeholder needs
and expectations.

Channels used by KMF for stakeholder engagement

STAKEHOLDERS EXPECTATIONS ENGAGEMENT PROCESS

Clients

Providing quality services on acceptable terms, protecting personal data

22>

Through quality stakeholder engagement,
we aim to build mutual trust, foster
engagement, maintain robust risk
management and ultimately make
decisions that are in the best interests of our
stakeholders.
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Through  open  dialogue  with  our
stakeholders, we have developed a clearer
understanding of their aspirations and key
interests, and how we can best meet those
needs.

Conducting market research, various forms of feedback

Creditors

Timely fulfilment of the company’s credit obligations, maintenance of the risk level at an
acceptable level, availability and completeness of information on the financial situation.

discussions

Preparation and publication of reports, meetings, joint

Shareholders and investors

Development of the company, development of corporate governance, effective
implementation of set tasks, ensuring profitability and financial stability

discussions

Preparation and publication of reports, meetings, joint

Suppliers

Maintaining long-term partnership relationships, adherence to business ethics

Transparent procurement, business meetings and consultations

State authorities

Compliance with legislation, growth of payments to the budget, efficient operation of state

development programmes

Appeals, inspections by supervisory authorities, meetings,
regulatory reporting

Staff Providing good working conditions, timely payment of wages, social package, career growth
opportunities

Intra-company cooperation, safeguarding employees' rights

and interests, improving working conditions,

Media, public

Disclosure of information, transparency

Respond to media enquiries, conduct PR and marketing

activities
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GLOSSARY

KMF Microfinance Organisation LLC, KMF,
Company - Limited Liability Company “KMF
Microfinance Organisation”

ADB - Asian Development Bank

ADMC - Automated Decision-Making
Centre

AML/CFT - anti-money laundering
and countering the financing of terrorism

BIA - Business Impact Analysis

Bureau of National Statistics

of the Agency for Strategic Planning
and reforms of the Republic

of Kazakhstan - Bureau of National
Statistics of the Agency for Strategic
Planning and reforms of the Republic
of Kazakhstan

CIA - Certified Internal Auditor ( interntionsl
qualification)

CIT - corporate income tax

CRMA - Certification in Risk Management
Assurance ( interntionsl| qualification)

Damu Fund for Entrepreneurship
Development - “Damu” Fund

for Entrepreneurship Development Joint
Stock Company

EBRD - European Bank for Reconstruction
and Development

EIB - European Investment Bank
GDP - gross domestic product

Gceal - gigacalorie (unit of heat energy equal
t0109 ca\ories)

HR - Human Resources
IFC - International Finance Corporation

IPPF - International Professional Practices
Framework (IPPF)

IE - individual entrepreneur
KASE - Kazakhstan Stock Exchange
KLC -Kazakhstan Loan Fund

KFCO - Kazakhstan Community Loan Fund

KPI - Key Performance Indicators

kWh - kilowatt-hour (unit of electricity
consumption)

LLC - Limited Liability Company
MFO - microfinance organisation

NB RK - National Bank of the Republic
of Kazakhstan

NPL - Non-Performing Loans

NPL 90+ — Heo6Cny»XMBaeMble 3alMbl C
NPOCPOYKOM NnaTexxemn ceble 90 gHen

OeEB - Oesterreichische Entwicklungsbank
POS - Point of sale

p. P. — percentage point

PVI - physical volume index

ROA - Return on Assets

ROE - Return on Equity

RMD - Risk Management Departmentr
RMS - Risk Management System

Safety and Labor Protection — Safety
and Labor Protection

SIFEM - Swiss Investment Fund
for Emerging Markets

SME - small and medium enterprises
SMS - Short Message Service, SMS
UN - UnitedNations Organisation

USAID - United States Agency
for International Development

USA - United States of America
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CONTACT DETAIL

Elena Skufalyaridi

Manager of the Treasury Section
Almaty, 50 Nazarbayev Ave.

Tel: +7 (727) 331-74-74 (156)
elena.skufa@kmf.kz

Vladimir Kim

Manager of Financial Instruments Section
Almaty, 50 Nazarbayev Ave.

Tel: +7 (727) 331-74-74 (303)
vladimirkim@kmf.kz
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