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Independent Auditors’ Report
To the Shareholder and Board of Directors of Kazyna Capital Management JSC

Opinion

We have audited the consolidated financial statements of Kazyna Capital Management
JSC and its subsidiaries {the “Group”), which comprise the consolidated statement of
financial position as at 31 December 2018, the consolidated statements of profit or loss
and other comprehensive income, changes in equity and cash flows for the year then
ended, and notes, comprising significant accounting policies and other explanatory
information.

In our opinion, the accompanying consolidated financial statements present fairly, in all
material respects, the consolidated financial position of the Group as at 31 December
2018, and its consolidated financial performance and its consolidated cash flows for the
year then ended in accordance with International Financial Reporting Standards (IFRS).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs).
Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Consolidated Financial Statements section of our
report. We are independent of the Group in accordance with the International Ethics
Standards Board for Accountants' Code of Ethics for Professional Accountants (IESBA
Code) together with the ethical requirements that are relevant to our audit of the
consolidated financial statements in the Republic of Kazakhstan, and we have fulfilled
our other ethical responsibilities in accordance with these requirements and the IESBA
Code. We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our opinion.

Responsibilities of Management and Those Charged with Governance for
the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated
financial statements in accordance with IFRS, and for such internal control as
management determines is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for
assessing the Group's ability to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Group or to cease operations, or has no
realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group's financial
reporting process.

«KMMM AyanTs JKIIC, KaadecTaHAa TiprenTen Xayankepiuinm WexTeyni CepiKTecTik, e iniapus JanHamace Somiua Tpkenrex KPMG Intemational
Cooperative ' KPMG Intemational’} kaysmaacTseina kpetin KPMG Tayencis dupmanap menicikin, Myweci

KPAIG Aucht LLC. a company incorporated under the Laws of the Repubhc of Kazakfstan, a member firm of the KPMG natwork of independeni
member fums affdiated with KPMG Intematonal Cacperative | KPMG intlemational™), a Swiss entity
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Auditors’ Responsibilities for the Audit of the Consolidated Financial
Statements

Our objectives are to obtain reasonable assurance about whether the consolidated
financial statements as a whole are free from material misstatement, whether due to
fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and
maintain professional scepticism throughout the audit. We also:

— Identify and assess the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a material misstatement
resuiting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

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

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

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

— Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial
statements represent the underlying transactions and events in a manner that
achieves fair presentation.

— Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an opinion on the
consolidated financial statements. We are responsible for the direction, supervision
and performance of the group audit. We remain solely responsible for our audit
opinion.



Kazyna Capital Management JSC
Independent Auditors' Report
Page 3

We communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

The engagement partner on the audit resuiting in this independent auditors' report is:

Cenrtified Auditor
of the Republic of Kazakhstan
Auditor's Qualification Certificate
No. M®-0000096 of 27 August 2012

KPMG Audit LLC

State Licence to conduct audit # 0000021 dated 6 December 2006 issued by the Ministry
of Finance of the Republic of Kazakhstan

Sergey Dementyev . pr

General Director of KPMG Audit LLC
acting on the basis of the Charter

28 February 2019



Interest income calculated using the effective interest
rate method

Net gain on financial instruments at fair value through
profit or loss

Net loss on financial derivatives

Dividend income from financial instruments at fair
value through profit or loss

Net foreign exchange gain /(loss)

Net gain on investment financial assets
Other operating income

Operating income

Losses on impairment of debt financial assets
Personnel expenses

General and administrative expenses
Profit before income tax

Income tax expense

Profit for the year

Other comprehensive income

Items that are or may be reclassified subsegquently to
profit or loss:

Revaluation reserve for investment financial assets
- Net change in fair value, net of income tax
- Net change in fair value transferred to profit or loss

Other comprehensive (loss)/income for the year, net
of income tax

Total comprehensive income for the year

Note

6
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14

14
10
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Kazyna Capital Management JSC
Consolidated Statement of Profit or Loss and Other Comprehensive Income for the year ended

3! December 2018

2018 2017
‘000 KZT ‘000 KZT*
3,537,892 2,894,560
4,032,816 951,013
{1,026,236) (495,336)
3,681,889 1,613,597
10,123,505 (140,757)
160,150 260,294
9,161 82,818
20,519,177 5,166,189
(13,816,636) (174,726)
(476,341) (439,996)
(554,535) (584,112)
5,671,665 3,967,355
(1,996,698) {1,026,414)
3,674,967 2,940,941
(2,025,676) 839,926
(235,324) (256,259)
(2,261,000) 583,667
1,413,967 3,524,608

* The Group has initially applied IFRS 9 and IFRS 15 at 1 January 2018. Under the transition methods chosen,
comparative information is not restated (see Note 2 (d)).

The consolidated financial statements as set out on pages 6 to 67 were approved by management
on 28 February 2019 and were signed alf by:

athk —
*ﬁ“‘\“ Ac, o =

\ i\ g
Timur Beguliyev 7/ ' ; § Raukhan Kuttybayeva
Deputy Chairman of thg Mana P ,i“ Chief Accountant
= *a Ka:a!-'-"a/;/}ﬂ’
oo

6
The consolidated statement of profit or loss and other comprehensive income is to be read in conjunction with
the notes to, and forming part of, the consolidated financial statements,



Kazyna Capital Management JSC
Consolidated Statement of Financial Position as at 31 December 2018

2018 2017

Note ‘000 KZT ‘000 KZT*
ASSETS
Cash and cash equivalents 12 6,672,269 9,064,474
Amounts due from credit institutions 13 25,070,425 7,254,801
Financial instruments at FVTPL FVTPL 14 107,187,696 66,204,654
Investment financial assets 15 45,912,000 60,448,613
Deferred tax asset 9 1,897,710 -
Current tax asset - 1,606,388
Property, plant and equipment and intangible
assets 25,858 36,569
Other assets 50,900 167,925
Total assets 186,816,858 144,783,424
LIABILITIES
Debt securities tssued 16 40,150,736 -
Financial instruments at FVTPL 14 9,869,170 8,026,656
Current tax liabilities 176,081
Deferred tax liabilities 9 - 720,167
Other liabilities 437,182 274,884
Total liabilities 50,633,169 9,021,707
EQUITY
Share capital 17 87,440,000 87,440,000
Revaluation reserve for investment financial
assets (1,168,878) 953,363
Retained earnings 49,912,567 47,368,354
Total equity 136,183,689 135,761,717
Total liabilities and equity 186,816,858 144,783,424

* The Group has initially applied IFRS 9 and IFRS 15 at 1 January 2018. Under the transition methods chosen,
comparative information is not restated (see Note 2 (d)).

o
The consolidated statement of financial position is to be read in conjunction with the notes to, and forming
part of, the consolidated financial statements



Kazyna Capital Management JSC
Consolidated Statement of Cash Flows for the year ended 31 December 2018

2018 2017

‘000 KZT ‘000 KZT™
CASH FLOWS FROM OPERATING ACTIVITIES
Interest income 3,931,619 3,575,609
Dividends received 3,681,889 1,339,688
Personnel expenses paid {486,737) (416,119)
Other general administrative expenses payments {(435,699) (547,375)
{(Increase)/decrease in operating assets
Financial instruments at FVTPL (36,950,226) (3,560,969)
Purchase of investment financial assels (6,985,740) (31,859,006}
Sale and repayment of investment financial assets 28,841,533 1,977,516
Amounts due from credit institutions (31,690,201) 33,300,768
Other assets (197,765) 500,000
Increase in operating liabilities
Financial instruments at FVTPL 816,278 816,278
Net cash flow (used in) /from operating activities before
income tax (39,525,049) 5,126,390
Income tax paid (2,832,106) {498,000)
Net cash flow (used in)/from operating activities (42,357,155) 4,628,390
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property and equipment and intangible assets (9,053) (15,059)
Net cash flows used in investing activities (9,053) (15,059)
CASH FLOWS FROM FINANCING ACTIVITIES
Dividends paid (Note 17 (b)) {882,282) -
Proceeds from issue of share capital 40,150,000 -
Net cash flows from financing activities 39,267,718 -
Net (decrease)/increase in cash and cash equivalents (3,098,490) 4,613,331
Cash and cash equivalents at 1 January 9,064,474 4,384,088
Effect of changes in exchange rates on cash and cash equivalents 706,285 67,055
Cash and cash equivalents as at the end of the year (Note 12) 6,672,269 9,064,474

* The Group has initially applied IFRS 9 and IFRS 15 at 1 January 2018. Under the transition methods chosen,
comparative information is not restated (see Note 2 (d)).

8
The consolidated statement of cash flows is to be read in conjunction with the notes to, and forming part of,
the consolidated financial statements.
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Kazyna Capital Management JSC
Notes 1o the Consolidated Financial Statements for the year ended 31 December 2018

Reporting entity
Organisation and operations

Kazyna Capital Management Joint Stock Company (“the Company”) and its subsidiaries (together
referred to as “the Group”) was established by the Government of the Republic of Kazakhstan in
accordance with the legislation of the Republic of Kazakhstan as a joint stock company on 7 March
2007. According to the resolution #516 of the Committee of Government property and the order
#630 of the Ministry of Finance of the Republic of Kazakhstan dated 25 May 2013, all shares of
the Company were transferred from Sovereign Wealth Fund “Samruk-Kazyna” JSC to National
Management Holding “Baiterek™ Joint Stock Company. The ultimate principal shareholder of the
Group is the Government of the Republic of Kazakhstan.

The principal activities of the Group are the establishment of and participation in investment funds
and investments in financial instruments.

The Company’s registered office is 55A, Mangilik E|l Avenue, Astana, Republic of Kazakhstan,

The principal subsidiaries are as follows:

Ownership, %

Country of
Name incorporation Principal activities 2018 2017
Investment in Macquarie
Renaissance Infrastructure
Nurzhol Energy LLC Kazakhstan Fund - 100.00
Investment in Macquarie
Renaissance Infrastructure
MRIF CASP C.V.***  The Netherlands Fund - 99.00
Kazyna Investment
Holding Cooperatief Investment in Falah Growth
U.A #4* The Netherlands Fund - 100.00
Kazyna Seriktes B.V.  The Netherlands Investments in funds 100.00 100.00
Kazakhstan-Tajikistan
Fund of Direct Investment in private equity
Investments JSC Kazakhstan projects - 86.00
Baiterek Venture Fund Investment in private equity
Jsc* Kazakhstan projects 100.00 100.00
BV Management
LLP** Kazakhstan Investment management 100.00 100.00

*Under IFRS 10, the Group has determined that it qualifies as an investment entity, and subsidiaries
are therefore measured at fair value through profit or loss, except for a subsidiary which itself
undertakes investment-related services or activities — Baiterek Venture Fund JSC.
Baiterek Venture Fund JSC was established by the Decision of the Board of Directors of the Group
on 23 March 2014 and as well qualifies as an investment entity.

**In November 2018, 100% interest in BV Management LLP was repurchased from the subsidiary
of Baiterek Venture Fund JSC. BV Management is measured at fair value through profit or loss as
it does not meet the criteria of an investment entity under IFRS 10.

*** In June 2018 the Group has restructured the private equity funds and foreign subsidiaries MRIF
CASP C.V. and Kazyna Investment Holding Cooperatief U.A. The Group performed necessary
arrangements to transfer the Group’s assets to the special purpose vehicle (SPV) Kazyna Seriktes
B.V., which is 100% subsidiary of the Group incorporated in the Netherlands.
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Kazyna Capital Management JSC
Notes to the Consolidated Financial Statements for the year ended 31 December 2018

Reporting entity, continued
Organisation and operations, continued

The Group transferred the assets of 10 DIFs (Falah Growth Fund L.P., Russian-Kazakhstan
Nanotechnology Fund, Macquarie Russia & CIS Infrastructure Fund L.P., Kazakhstan
Infrastructure Fund C.V., ADM Kazakhstan Capital Restructuring Fund C.V., Kazakhstan Growth
Fund L.P., DBK Equity Fund C.V., Wolfenschn Capital Partners L.P., CITIC Kazyna Investment
Fund I L.P. and Islamic Infrastructure Fund L.P.).

The Group’s investments in DIFs have been restructured to optimise the tax burden of the Group’s
entities.

As at 31 December 2018, the Company determined that Kazakhstan Infrastructure Fund C.V.,
where the Company holds a 95% ownership interest, does not qualify as a subsidiary under IFRS
10, as the Company does not control Kazakhstan Infrastructure Fund C.V. (Note 14). As at
31 December 2017, Kazakhstan Infrastructure Fund C.V., with the Group's 95% ownership interest
in it, did not qualify as a subsidiary of the Group.

Kazakhstan and CIS business environment

The Group’s operations are primarily located in Kazakhstan. Consequently, the Group is exposed
to the economic and financial markets of Kazakhstan which display characteristics of an emerging
market. The legal, tax and regulatory frameworks continue development, but are subject to varying
interpretations and frequent changes which together with other legal and fiscal impediments
contribute to the challenges faced by entities operating in Kazakhstan. In addition, the depreciation
of the Kazakhstan tenge which took place during 2015, and a reduction in the global price of oil,
have increased the level of uncertainty in the business environment.

The consolidated financial statements reflect the management’s assessment of the impact of the
Republic of Kazakhstan business environment on the operations and the financial position of the
Group. The future business environment may differ from management’s assessment.

Basis of accounting

Statement of compliance

The accompanying consolidated financial statements are prepared in accordance with International
Financial Reporting Standards (IFRS).

This is the first set of the Group’s annual financial statements in which IFRS 9 Financial
Instruments and IFRS 15 Revenue from Contracts with Customers have been applied. Changes to
significant accounting policies are described in Note 2 (e).

Functional and presentation currency

“Functional currency” is the currency of the primary economic environment in which the Group
operates. The functional currency of the Group is KZT. If indicators of the primary economic
environment are mixed, then management uses its judgment to determine the functional currency
that reflects the economic substance of the majority of underlying events and circumstances
relevant to them. A significant portion of the investments and transactions of the Group and its
subsidiaries are denominated in KZT. Investor subscriptions and redemptions are also received
and paid in KZT. Accordingly, management has determined that the functional currency of the
Group is KZT.

Financial information presented in KZT is rounded to the nearest thousand.
Use of estimates and judgments

In preparing these consolidated financial statements, management has made judgement, estimates
and assumptions that affect the application of accounting policies and the reported amounts of
assets and liabilities, income and expense. Actual results may differ from those estimates.

12
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Kazyna Capital Management JSC
Notes 1o the Consolidated Financial Statements for the year ended 31 December 2018

Basis of accounting, continued

Use of estimates and judgments, continued

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimates are revised and in any future periods
affected.

Judgements

Information about judgements made in applying accounting policies that have the most significant
effects on the amounts recognised in the Group’s consolidated financial statements is included in
the following notes:

determining the Group as an investment entity under IFRS 10 - Note 3(a)(i).
determining the functional currency of the Group — Note 2(b).
classification of financial assets: assessment of the business model within which the assets
are held and assessment of whether the contractual terms of the financial asset are solely
payments of principal and interest on the principal amount outstanding — Note 3 (e)(i).

e establishing assessment criteria whether the credit risk of a financial asset has increased
significantly since initial recognition - Note 4.

Assumptions and estimations uncertainty

Information about assumptions and estimation uncertainties that have a significant risk of resulting
in a material adjustment in the financial statements for the year ended 31 December 2018 is
included in the following notes:

» impairment of financial instruments ~ Notes 4 and 13;

* determining fair value of financial instruments measured at fair value through profit or loss —
Notes 14, 18(c) and 24.

Changes in accounting policies and presentation
‘The Group has initially applied IFRS 9 and IFRS 15 at 1 January 2018.

A number of other new standards are also effective from 1 January 2018 but they do not have a
material effect on the Group’s financial statements.

Due to the transition methods chosen by the Group in applying IFRS 9, comparative information
throughout these financial statements has not generally been restated to reflect its requirements.

The adoption of IFRS 15 did not impact significantly the financial statements of the Group.
The effect of initially applying IFRS 9 is mainly attributed to the following:

e an increase in impairment losses on financial assets;
¢ additional disclosures related to IFRS 7 (see Note 5).

IFRS 9 Financial Instruments

IFRS 9 sets out requirements for recognising and measuring financial assets, financial liabilities
and some contracts to buy or sell non-financial items. It replaces 1AS 39 Financial Instruments:
Recognition and Measurement.

The requirements of IFRS 9 represent a significant change from IAS 39. The new standard brings
fundamental changes to the accounting for financial assets and to certain aspects of the accounting
for financial liabilities,

Additionally, the Group has adopted consequential amendments to IFRS 7 ‘Financial Instruments:
Disclosures’ that are applied to disclosures about 2018 but have not been applied to the comparative
information.

The key changes to the Group’s accounting policies resulting from its adoption of IFRS 9 are
summarised below.

13



(d)

Kazyna Capital Management JSC
Notes 1o the Consolidated Financial Statements for the year ended 31 December 2018

Basis of accounting, continued

Changes in accounting policies and presentation, continued
IFRS 9 Financial Instruments, continued

Classification of financial assets and financial liabilities

IFRS 9 contains three principal classification categories for financial assets: measured at amortised
cost, fair value through other comprehensive income (FVOCI) and fair value through profit or loss
(FVTPL). IFRS 9 classification is generally based on the business model in which a financial asset
is managed and its contractual cash flows. The standard eliminates the existing LAS 39 categories
of held-to-maturity, loans and receivables and available-for-sale. For an explanation of how the
Group classifies financial assets under IFRS 9, see Note 3(e)(i).

IFRS 9 largely retains the existing requirements in IAS 39 for the classification of financial
liabilities. For an explanation of how the Group classifies financial liabilities under IFRS 9, see
Note 3(e)(i).

Impairment of financial assets

IFRS 9 replaces the “incurred loss’ model in IAS 39 with an ‘expected credit loss’ model. The new
impairment model also applies to certain loan commitments and financial guarantee contracts but
not to equity investments,

Impairment of financial assets, continued

Under IFRS 9, credit losses are recognised earlier than under IAS 39. For an explanation of how
the Group applies the impairment requirements of IFRS 9, see Note 3(e)(iv).

Transition

Changes in accounting policies resulting from the adoption of IFRS 9 have been applied
retrospectively, except as described below.

® The Group has used an exemption not to restate comparative information for prior periods with
respect to classification and measurement (including impairment) requirements. Therefore,
comparative periods have not been restated. Differences in the carrying amounts of financial
assets and financial liabilities resulting from the adoption of IFRS 9 are recognised in retained
earnings and reserves as at 1 January 2018. Accordingly, the information presented for 2017
does not generally reflect the requirements of IFRS 9, but rather those of IAS 39.

¢ The determination of the business model within which a financial asset is held has been made
on the basis of the facts and circumstances that exist at the date of initial application.

For more information and details on the changes and implications resulting from the adoption of
IFRS 9, see Note 5.

IFRS 15 Revenue from Contracts with Customers

IFRS 135 establishes a comprehensive framework for determining whether, how much and when
revenue is recognised. It replaced 1AS 18 ‘Revenue’, IAS 11 ‘Construction Contracts and related
interpretations’.

The Group initially applied IFRS 15 on 1 January 2018 retrospectively in accordance with IAS 8.
The adoption of IFRS 15 did not impact significantly the financial statements of the Group.
Significant accounting policies

Except for the changes disclosed in Note 2(d), the Group has consistently applied the following
accounting policies to all periods presented in these financial statements.
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Kazyna Capital Management JSC
Notes io the Consolidated Financial Statements for the year ended 31 December 2018

Significant accounting policies, continued
Basis of consolidation
Investment entity

The Group has a single investor, its Parent Company National Management Holding “Baiterek”
J8C, and holds multiple investments in venture funds, which in turn holds investments in equity of
start-up businesses or businesses in their early development stage. The Group has been deemed to
meet the definition of an investment entity per IFRS 10 as the following conditions exist:

¢ the Group has obtained funds for the purpose of providing the investor with professional
investment management services through investing funds in businesses, which need support for
further development of their industries;

* the Group’s business purpose, which was communicated directly to the investor, is investing
for capital appreciation and investment income;

* the investments are measured and evaluated on a fair value basis;

¢ The Group has a clear exit strategy, for selling investments after five and ten years of holding
the investment.

Subsidiaries

The Group has three subsidiaries determined to be controlled subsidiary investments, as disclosed
in Note 1 (2017: six subsidiaries). These subsidiary investments are measured at fair value through
profit or loss and not consolidated, in accordance with IFRS 10, except for Baiterek Venture Fund
JSC, which is determined to be investment entity itself which provides investment services, and is
therefore consolidated.

The fair value of controlled subsidiary investments is determined on a consistent basis to all other
investments measured at fair value through profit or loss, as described in Note 24. Controlled
subsidiary investments include special purpose entities (SPE) over which the Group has the power
to govern the financial and operating policies accompanying a shareholding of an interest of 80 to
100 percent of the voting rights.

The Group’s consolidated subsidiary (Baiterek Venture Fund JSC) operates as an investment entity
whereby the Group invests and commits to invest into various portfolio companies.

The Group invests into the portfolio companies by purchasing the unlisted and listed private equity
instruments of private companies or providing debt finance to these companies. The portfolio
companies may pay cash interest or accrue interest in-kind on the debt held by the Group and repay
debt based on the terms of the respective agreements.

Cash dividends may be paid based on the portfolio companies operating results and are at the
discretion of the Board of Directors of the respective portfolio companies which are then paid up
to the Group.

Interests in associates and joint ventures

Associates are those entities in which the Group has significant influence, but not control or joint
control, over the financial and operating policies. Significant influence is presumed to exist when
the Group holds between 20% and 50% of the voting power of another entity. A joint venture is an
arrangement in which the Group has joint control, whereby the Group has rights to the net assets
of the arrangement, rather than rights to its assets and obligations for its liabilities.

Interests in associates and joint ventures are accounted as financial instruments at fair value through
profit or loss in accordance with the scope exemption for IAS 28 Investments in Associates.
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Significant accounting policies, continued

Foreign currency

Transactions in foreign currencies are translated to the respective functional currencies of the Group entities
at exchange rates at the dates of the transactions.

Monetary assets and liabilities denominated in foreign currencies at the reporting date are
retranslated to the functional currency at the exchange rate at that date. The foreign currency gain
or loss on monetary items is the difference between amortised cost in the functional currency at the
beginning of the period, adjusted for effective interest and payments during the period, and the
amortised cost in foreign currency translated at the exchange rate at the end of the reporting period.

Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair
value are retranslated to the functional currency at the exchange rate at the date that the fair value
is determined. Non-monetary items that are measured in terms of historical cost in a foreign
currency are translated using the exchange rate at the date of the transaction. Foreign currency
differences arising on retranslation are recognised in profit or loss, except for differences arising
on the retranslation of equity instruments unless the difference is due to impairment in which case
foreign currency differences that have been recognised in other comprehensive income are
reclassified to profit or loss; a financial liability designated as a hedge of the net investment in a
foreign operation to the extent that the hedge is effective; or qualifying cash flow hedges to the
extent that the hedge is effective, which are recognised in other comprehensive income.

Cash and cash equivalents

Cash and cash equivalents include notes and coins on hand, unrestricted balances (nostro accounts)
held with the banks, and highly liquid financial assets with original maturities of less than three
months, which are subject to insignificant risk of changes in their fair value, and are used by the
Group in the management of short-term commitments. Cash and cash equivalents are carried at
amortised cost in the statement of financial position.

Interest income
Accounting policy applicable from 1 January 2018
Effective interest rate

Interest income are recognised in profit or loss using the effective interest method. The ‘effective
interest rate’ is the rate that exactly discounts estimated future cash payments or receipts through
the expected life of the financial instrument 1o the gross carrying amount of the financial asset.

When calculating the effective interest rate for financial instruments other than credit-impaired
assets, the Group estimates future cash flows considering all contractual terms of the financial
instrument, but not expected credit losses. For credit-impaired financial assets, a credit-adjusted
effective interest rate is calculated using estimated future cash flows including expected credit
losses.

The calculation of the effective interest rate includes transaction costs and fees and points paid or
received that are an integral part of the effective interest rate. Transaction costs include incremental
costs that are directly attributable to the acquisition or issue of a financial asset.

The ‘amortised cost’ of a financial asset is the amount at which the financial asset is measured on
initial recognition minus the principal repayments, plus or minus the cumulative amortisation using
the effective interest method of any difference between that initial amount and the maturity amount
and, for financial assets, adjusted for any expected credit loss allowance (or impairment allowance
before 1 January 2018).

Amortised cost versus gross carrying amount

The “gross carrying amount of a financial asset’ measured at amortised cost is the amortised cost
of a financial asset before adjusting for any expected credit loss allowance.
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Significant accounting policies, continued

Interest income, continued
Accounting policy applicable from 1 January 2018, continued
Calculation of interest income

The effective interest rate of a financial asset is calculated on initial recognition of a financial asset.
In calculating interest income and expense, the effective interest rate is applied to the gross carrying
amount of the asset (when the asset is not credit-impaired),

However, for financial assets that have become credit-impaired subsequent to initial recognition,
interest income is calculated by applying the effective interest rate to the amortised cost of the
financial asset. If the asset is no longer credit-impaired, then the calculation of interest income
reverts to the gross basis.

For financial assets that were credit-impaired on initial recognition, interest income is calculated
by applying the credit-adjusted effective interest rate to the amortised cost of the asset. The
calculation of interest income does not revert to a gross basis, even if the credit risk of the asset
improves.

For information on when financial assets are credit-impaired, see (e)(iv).
Presentation

Interest income presented in the statement of profit or loss and other comprehensive income
comprise interest income calculated using the effective interest method, for financial assets and
financial liabilities measured at amortised cost as well as for debt financial instruments measured
at fair value through other comprehensive income.

Accounting policy applicable before 1 January 2018
Effective interest rate

Interest income is recognised in profit or loss using the effective interest method. The effective
interest rate is the rate that exactly discounts the estimated future cash payments and receipts
through the expected life of the financial asset (or, where appropriate, a shorter period) to the
carrying amount of the financial asset. When calculating the effective interest rate, the Group
estimated future cash flows considering all contractual terms of the financial instrument, but not
future credit losses.

The calculation of the effective interest rate included transaction costs and fees and points paid or
received that were an integral part of the effective interest rate. Transaction costs included
incremental costs that were directly attributable to the acquisition or issue of a financial asset or
financial liability.

Presentation

Interest income calculated using the effective interest method presented in the statement of profit
or loss and other comprehensive income includes interest on financial assets measured at amortised
cost, as well as available-for-sale financial assets.

Financial assets and financial liabilities
Classification
Financial assets - accounting policy applicable from 1 January 2018

On initial recognition, a financial asset is classified as measured at: amortised cost, FVOCI or
FVTPL.
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Significant accounting policies, continued

Financial assets and financial liabilities, continued

Classification, continued

Financial assets — accounting policy applicable from 1 January 2018, continued

A financial asset is measured at amortised cost if it meets both of the following conditions and is
not designated as at FVTPL:

e the asset is held within a business model whose objective is to hold assets to collect contractual
cash flows; and

» the contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.

A debt instrument is measured at FVOCI only if it meets both of the following conditions and is
not designated as at FVTPL:

* the asset is held within a business model whose objective is achieved by both collecting
contractual cash flows and selling financial assets; and

¢ the contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.

For debt financial assets measured at FVOCI, gains and losses are recognised in other
comprehensive income, except for the following, which are recognised in profit or loss in the same
manner as for financial assets measured at amortised cost:

» Interest income calculated using the effective interest method;
o ECL and reversals; and
» foreign exchange gains and losses.

When a debt financial asset measured at FVOCI is derecognised, the cumulative gain or loss
previously recognised in other comprehensive income is reclassified from equity to profit or loss.

All other financial assets are classified as measured at FVTPL.

In addition, on initial recognition the Group may irrevocably designate a financial asset that
otherwise meets the requirements to be measured at amortised cost or at FVOCI as at FVTPL if
doing so eliminates or significantly reduces an accounting mismatch that would otherwise arise.

Business model assessment

The Group makes an assessment of the objective of a business model in which an asset is held at a
portfolio level because this best reflects the way the business is managed and information is
provided to management. The information considered includes:

e the stated policies and objectives for the portfolio and the operation of those policies in
practice. In particular, whether management’s strategy focuses on earning contractual
interest revenue, maintaining a particular interest rate profile, matching the duration of the
financial assets to the duration of the liabilities that are funding those assets or realising
cash flows through the sale of the assets;
how the performance of the portfolio is evaluated and reported to the Group’s management;
the risks that affect the performance of the business model (and the financial assets held
within that business model) and how those risks are managed;

» how managers of the business are compensated — e.g. whether compensation is based on
the fair value of the assets managed or the contractual cash flows collected; and

o the frequency, volume and timing of sales in prior periods, the reasons for such sales and
its expectations about future sales activity. However, information about sales activity is not
considered in isolation, but as part of an overall assessment of how the Group’s stated
objective for managing the financial assets is achieved and how cash flows are realised.



(e)
(i)

Kazyna Capital Management JSC
Notes to the Consolidated Financial Statements for the year ended 31 December 2018

Significant accounting policies, continued

Financial assets and financial liabilities, continued

Classification, continued

Financial assets — Policy applicable from 1 January 2018, continued
Business model assessment, continued

Financial assets that are held for trading or managed and whose performance is evaluated on a fair
value basis are measured at FVTPL because they are neither held to collect contractual cash flows
nor held both to collect contractual cash flows and to sell financial assets.

Assessment whether contractual cash flows are solely payments of principal and interest

For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset on
initial recognition. ‘Interest’ is defined as consideration for the time value of money and for the
credit risk associated with the principal amount outstanding during a particular period of time and
for other basic lending risks and costs (e.g. liquidity risk and administrative costs), as well as profit
margin,

In assessing whether the contractual cash flows are solely payments of principal and interest, the
Group considers the contractual terms of the instrument. This includes assessing whether the
financial asset contains a contractual term that could change the timing or amount of contractual
cash flows such that it would not meet this condition. In making the assessment, the Group
considers:

leverage features;
prepayment and extension terms;
terms that limit the Group’s claim to cash flows from specified assets (e.g. non-recourse
asset arrangements);

» features that modify consideration of the time value of money - e.g. periodical reset of
interest rates,

Non-recourse loans

In some cases, financial assets limit the Group’s claim to cash flows of certain assets (non-recourse
financial assets), The Group applies judgment in assessing whether the non-recourse financial
assets meet the SPPI criterion. The Group typically considers the following information when
making this judgement:

»  whether the contractual arrangement specifically defines the amounts and dates of the cash
payments of the loan;
the fair value of the collateral relative to the amount of the secured financial asset;

* the ability and willingness of the borrower to make contractual payments, notwithstanding
a decline in the value of collateral;

¢ whether the borrower is an individual or a substantive operating entity or is a special-
purpose entity;

o the extent to which the collateral represents all or a substantial portion of the borrower’s
assets; and

» whether the Group will benefit from any upside from the underlying assets.

Reclassification

Financial assets are not reclassified subsequent to their initial recognition, except in the period after
the Group changes its business model for managing financial assets.
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Significant accounting policies, continued

Financial assets and financial liabilities, continued

Classification, continued

Financial assets — Policy applicable before 1 January 2018

The Group classified its financial assets into one of the following categories:

loans and receivables;

held to maturity;

available-for-sale; and

at FVTPL, and within this category as:
- held for trading; or
- designated as at FVTPL.

Financial liabilities

The Group classifies its financial liabilities as measured at amortised cost.
Financial liabilities are not reclassified subsequent to their initial recognition.
Derecognition

Financial assets

The Group derecognises a financial asset when the contractual rights to the cash flows from the
financial asset expire, or it transfers the rights to receive the contractual cash flows in a transaction
in which substantially all of the risks and rewards of ownership of the financial asset are transferred
or in which the Group neither transfers nor retains substantially all of the risks and rewards of
ownership and it does not retain control of the financial asset.

On derecognition of a financial asset, the difference between the carrying amount of the asset (or
the carrying amount allocated to the portion of the asset derecognised) and the sum of (i) the
consideration received (including any new asset obtained less any new liability assumed) and (ii)
any cumulative gain or loss that had been recognised in other comprehensive income is recognised
in profit or loss.

In transactions in which the Group neither retains nor transfers substantially all of the risks and
rewards of ownership of a financial asset and it retains control over the asset, the Group continues
to recognise the asset to the extent of its continuing involvement, determined by the extent to which
it is exposed to changes in the value of the transferred asset.

Financial liabilities

The Group derecognises a financial liability when its contractual obligations are discharged or
cancelled, or expire,

Modification of financial assets and financial liabilities

Policy applicable from 1 January 2018

Financial assets

If the terms of a financial asset are modified, the Group evaluates whether the cash flows of the
modified asset are substantially different. If the cash flows are substantially different (referred to
as ‘substantial modification’), then the contractual rights to cash flows from the original financial
asset are deemed to have expired. In this case, the original financial asset is derecognised and a
new financial asset is recognised at fair value plus any eligible transaction costs.

Changes in cash flows on existing financial assets or financial liabilities are not considered as
modification, if they result from existing contractual terms.

20



(e)
(iti)

Kazyna Capital Management JSC
Notes to the Consolidated Financial Statemenis for the year ended 31 December 2018

Significant accounting policies, continued

Financial assets and financial liabilities, continued

Modification of financial assets and financial liabilities, continued
Policy applicable from 1 January 2018, continued

Financial assets, continued

The Group performs a quantitative and qualitative evaluation of whether the modification is
substantial, i.e. whether the cash flows of the original financial asset and the modified or replaced
financial asset are substantially different. The Group assesses whether the modification is
substantial based on quantitative and qualitative factors in the following order: qualitative factors,
quantitative factors, combined effect of qualitative and quantitative factors. If the cash flows are
substantially different, then the contractual rights to cash flows from the original financial asset
deemed to have expired. In making this evaluation the Group analogises to the guidance on the
derecognition of financial liabilities.

The Group concludes that the modification is substantial as a resuit of the following qualitative
factors:

e change the currency of the financial asset;
e change in collateral or other credit enhancement.

If cash flows are modified when the issuer is in financial difficulties, then the objective of the
modification is usually to maximise recovery of the original contractual terms rather than to
originate a new asset with substantially different terms. If the Group plans to modify a financial
asset in a way that would result in forgiveness of cash flows, then it first considers whether a portion
of the asset should be written off before the modification takes place (see below for write off
policy). This approach impacts the result of the quantitative evaluation and means that the
derecognition criteria are not usually met in such cases. The Group further performs qualitative
evaluation of whether the modification is substantial.

If the modification of a financial asset measured at amortised cost or FVOCI does not result in
derecognition of the financial asset, then the Group first recalculates the gross carrying amount of
the financial asset using the original effective interest rate of the asset and recognises the resulting
adjustment as a modification gain or loss in profit or loss.

For floating-rate financial assets, the original effective interest rate used to calculate the
modification gain or loss is adjusted to reflect current market terms at the time of the modification.
Any costs or fees incurred and fees received as part of the modification adjust the gross carrying
amount of the modified financial asset and are amortised over the remaining term of the modified
financial asset.

If such a modification is carried out because of financial difficulties of the issuer, then the gain or
loss is presented together with impairment losses. In other cases, it is presented as interest income
calculated using the effective interest method.

Financial liabilities

The Group derecognises a financial liability when its terms are modified and the cash flows of the
modified liability are substantially different. In this case, a new financial liability based on the
modified terms is recognised at fair value. The difference between the carrying amount of the
financial liability extinguished and the new financial liability with modified terms is recognised in
profit or loss. Consideration paid includes non-financial assets transferred, if any, and the
assumption of liabilities, including the new modified financial liability.
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Significant accounting policies, continued

Financial assets and financial liabilities, continued

Modification of financial assets and financial liabilities, continued
Policy applicable from 1 January 2018, continued

Financial liabilities, continued

The Group assesses whether the modification is substantial based on quantitative and qualitative
factors in the following order: qualitative factors, quantitative factors, combined effect of
qualitative and quantitative factors. The Group concludes that the modification is substantial as a
result of the following qualitative factors:

change the currency of the financial liability;
change in collateral or other credit enhancement;
inclusion of conversion feature;

change the subordination of the financial liability.

For the quantitative assessment the terms are substantially different if the discounted present value
of the cash flows under the new terms, including any fees paid net of any fees received and
discounted using the original effective interest rate, is at least 10 per cent different from the
discounted present value of the remaining cash flows of the original financial liability.

If a modification (or exchange) does not result in the derecognition of the financial liability the
Group applies accounting policy consistent with the requirements for adjusting the gross carrying
amount of a financial asset when a modification does not result in the derecognition of the financial
asset, i.e. the Group recognises any adjustment to the amortised cost of the financial liability arising
from such a modification (or exchange) in profit or loss at the date of the modification (or
exchange).

If the terms of a financial asset are modified, the Group evaluates whether the cash flows of the
modified asset are substantially different. If the cash flows were substantially different, then the
contractual rights to cash flows from the original financial asset were deemed to have expired, In
this case, the original financial asset is derecognised and a new financial asset is recognised at fair
value plus any eligible transaction costs.

If the terms of a financial asset were modified because of financial difficulties of the issuer and the
asset was not derecognised, then impairment of the asset was measured using the pre- modification
interest rate.

Policy applicable before 1 January 2018
Financial liabilities

The Group derecognises a financial liability when its terms are modified and the cash flows of the
modified liability are substantially different. In this case, a new financial liability based on the
modified terms is recognised at fair value. The difference between the carrying amount of the
financial liability extinguished and the new financial liability with modified terms is recognised in
profit or loss. Consideration paid includes non-financial assets transferred, if any, and the
assumption of liabilities, including the new modified financial liability.

If the modification of a financial liability was not accounted for as derecognition, then any costs
and fees incurred were recognised as an adjustment to the carrying amount of the liability and
amortised over the remaining term of the modified financial liability by re-computing the effective
interest rate on the instrument.
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Significant accounting policies, continued
Financial assets and financial liabilities, continued
Impairment

See also Note 4.

Policy applicable from 1 January 2018

The Group recognises loss allowances for expected credit losses (ECL) on debt financial
instrumnents that are measured at amortised cost;

No impairment loss is recognised on equity investments.

The Group measures loss allowances at an amount equal to lifetime ECLs, except for the following,
which are measured as 12-month ECLs:

» debt investment securities that are determined to have low credit risk at the reporting date;
and

» other financial instruments on which credit risk has not increased significantly since their
initial recognition {(see Note 4).

The Group considers a debt security to have low credit risk when its credit risk rating is equivalent
to the globally understood definition of ‘investment grade’.

12-month ECL are the portion of ECL that result from default events on a financial instrument that
are possible within the 12 months afier the reporting date. Financial instruments for which a
12-month ECL is recognised are referred to as ‘Stage 1’ financial instruments.

Lifetime ECLs are the ECLs that result from all possible default events over the expected life of
the financial instrument. Financial instruments, other than purchased or originated credit-impaired
assets, for which a lifetime ECL is recognised are referred to as ‘Stage 2’ financial instruments (f
the credit risk has increased significantly since initial recognition, but the financial instruments are
not credit-impaired) and “Stage 3’ financial instruments (if the financial instruments are credit-
impaired).

Measurement of ECL
ECL are a probability-weighted estimate of credit losses. They are measured as follows:

* financial assets that are not credit-impaired at the reporting date: as the present value of
all cash shortfalls (i.e. the difference between the cash flows due to the Group in accordance
with the contract and the cash flows that the Group expects to receive);

* financial assets that are credit-impaired at the reporting date; as the difference between
the gross carrying amount and the present value of estimated future cash flows.

Restructured financial assets

If the terms of a financial asset are renegotiated or modified or an existing financial asset is replaced
with a new one due to financial difficulties of the issuer, then an assessment is made of whether the
financial asset should be derecognised and ECL are measured as follows.

* If the expected restructuring will not result in derecognition of the existing asset, then the
expected cash flows arising from the modified financial asset are included in calculating
the cash shortfalls from the existing asset.

¢ If the expected restructuring will result in derecognition of the existing asset, then the
expected fair value of the new asset is treated as the final cash flow from the existing
financial asset at the time of its derecognition. This amount is included in calculating the
cash shortfalls from the existing financial asset that are discounted from the expected date
of derecognition to the reporting date using the original effective interest rate of the existing
financial asset.
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Significant accounting policies, continued

Financial assets and financial liabilities, continued
Impairment, continued

Policy applicable from 1 January 2018, continued
Credit-impaired financial assets

At each reporting date, the Group assesses whether financial assets carried at amortised cost and
debt financial assets carried at FVOCI are credit-impaired. A financial asset is ‘credit-impaired’
when one or more events that have a detrimental impact on the estimated future cash flows of the
financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following observable data:

significant financial difficulty of the issuer;
a breach of contract such as a default or past due event;
the restructuring of a loan or advance by the Group on terms that the Group would not
consider otherwise;

* it is becoming probable that the borrower will enter bankrupicy or other financial
recrganisation;

» the disappearance of an active market for a security because of financial difficulties.

An instrument that has been renegotiated due to a deterioration in the borrower’s condition is
usually considered to be credit-impaired unless there is evidence that the risk of not receiving
contractual cash flows has reduced significantly and there are no other indicators of impairment. In
addition, a financial instrument that is overdue for 90 days or more is considered impaired.

Presentation of allowance for ECL in the statement of financial position
Loss allowances for ECL are presented in the statement of financial position as follows:

* financial assets measured at amortised cost: as a deduction from the gross carrying amount
of the assets;

® debt instruments measured at FVOCI: no loss allowance is recognised in the statement of
financial position because the carrying amount of these assets is their fair value. However,
the loss allowance is disclosed and is recognised in the fair value reserve.

Write-offs

Financial assets are written off (either partially or in full) when there is no realistic prospect of
recovery. This is generally the case when the Group determines that the borrower does not have
assets or sources of income that could generate sufficient cash flows to repay the amounts subject

to the write-off. However, financial assets that are written off could still be subject to enforcement
activities in order to comply with the Group’s procedures for recovery of amounts due.

Objective evidence of impairment

At each reporting date, the Group assessed whether there was objective evidence that financial
assets not carried at FVTPL were impaired. A financial asset or a group of financial assets was
‘impaired’ when objective evidence demonstrated that a loss event had occurred after the initial
recognition of the asset(s) and that the loss event had an impact on the future cash flows of the
asset(s) that could be estimated reliably.

Objective evidence that financial assets were impaired included:

significant financial difficulty of the issuer;
default or delinquency by a borrower;
the restructuring of a loan or advance by the Group on terms that the Group would not consider
otherwise;
» indications that an issuer would enter bankruptcy;
the disappearance of an active market for a security,

A financial asset that has been renegotiated due to a deterioration in the issuer’s condition is usually
considered to be impaired unless there is evidence that the risk of not receiving contractual cash
flows has reduced significantly and there are no other indicators of impairment.
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Significant accounting policies, continued
Financial assets and financial liabilities, continued
Impairment, continued

Policy applicable before 1 January 2018

The Group considered evidence of impairment for financial assets at both a specific asset and a
collective level. All individually significant receivables were assessed for specific impairment.
Those found not to be specifically impaired were then collectively assessed for any impairment that
had been incurred but not yet identified (IBNR). Financial assets that were not individually
significant were collectively assessed for impairment by grouping together financial assets with
similar credit risk characteristics,

Individual or collective assessment

An individual measurement of impairment was based on management’s best estimate of the present
value of the cash flows that were expected to be received. In estimating these cash flows,
management made judgements about a debtor’s financial position and the net realisable value of
any underlying collateral. Each impaired asset was assessed on its merits, and the workout strategy
and estimate of cash flows considered recoverable.

The collective allowance for groups of homogeneous loans was established using statistical
methods such as roll rate methodology or, for small portfolios with insufficient information, a
formula approach based on historical loss rate experience. The methodology used statistical
analysis of historical data on delinquency to estimate the amount of loss. Management applied
judgement to ensure that the estimate of loss arrived at on the basis of historical information was
appropriately adjusted to reflect the economic conditions and product mix at the reporting date.
Roll rates and loss rates were regularly benchmarked against actual loss experience.

In assessing the need for collective loss allowance, management considered factors such as credit
quality, portfolio size, concentrations and economic factors. To estimate the required allowance,
assumptions were made to define how inherent losses were modelled and to determine the required
input parameters, based on historical experience and current economic conditions. The accuracy of
the allowance depended on the model assumptions and parameters used in determining the
collective allowance.

Loans that were subject to a collective IBNR provision were not considered impaired.
Measurement of impairment

Impairment losses on assets measured at amortised cost were calculated as the difference between
the carrying amount and the present value of estimated future cash flows discounted at the asset’s
original effective interest rate. Impairment losses on available-for-sale assets were calculated as
the difference between the carrying amount and the fair value.

Presentation

Impairment losses were recognised in profit or loss and reflected in an allowance account. Interest
on the impaired assets continued to be recognised through the unwinding of the discount.

Impairment losses on available-for-sale investment securities were recognised by transferring the
cumulative loss that is recognised in other comprehensive income to profit or loss as a
reclassification adjustment. The cumulative loss that is reclassified from other comprehensive
income to profit or loss is the difference between the acquisition cost, net of any principal
repayment and amortisation, and the current fair value, less any impairment loss previously
recognised in profit or loss. Changes in impairment attributable to time value were reflected as a
component of interest income,
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Significant accounting policies, continued
Financial assets and financial liabilities, continued
Impairment, continued

Policy applicable before 1 January 2018, continued
Write-off

The Group wrote off a loan or an investment debt security, either partially or in full, and any related
allowance for impairment losses, when the Group determined that there was no realistic prospect
of recovery.

Embedded derivatives
Policy applicable from 1 January 2018

Derivatives may be embedded in another contractual arrangement (a host contract). The Group
accounts for an embedded derivative separately from the host contract when:

» the host contract is not an asset in the scope of IFRS 9;
¢ the host contract is not itself carried at FVTPL;

¢ the terms of the embedded derivative would meet the definition of a derivative if they were
contained in a separate contract; and

* the economic characteristics and risks of the embedded derivative are not closely related
to the economic characteristics and risks of the host contract.

Separated embedded derivatives are measured at fair value through profit or loss.

Derivatives may be embedded in another contractual arrangement (a host contract). The Group
accounts for an embedded derivative separately from the host contract when:

¢ the host contract is not itself carried at FVTPL;

* the terms of the embedded derivative would meet the definition of a derivative if they were
contained in a separate contract; and

* the economic characteristics and risks of the embedded derivative are not closely related
to the economic characteristics and risks of the host contract,

Policy applicable before 1 January 2018

Derivatives may be embedded in another contractual arrangement (a host contract). The Group
accounts for an embedded derivative separately from the host contract when:

e the host contract is not itself carried at FVTPL:

* the terms of the embedded derivative would meet the definition of a derivative if they were
contained in a separate contract; and

* the economic characteristics and risks of the embedded derivative are not closely related
to the economic characteristics and risks of the host contract.

Separated embedded derivatives are measured at fair value through profit or loss.
Property, plant and equipment
Recognition

Items of property and equipment are stated at cost less accumulated depreciation and impairment
losses.

Where an item of property, plant and equipment comprises major components having different
useful lives, they are accounted for as separate items of property and equipment.
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Kazyna Capital Management JSC
Notes to the Consolidated Financial Statements for the year ended 31 December 2018
Significant accounting policies, continued
Property, plant and equipment, continued
Depreciation

Depreciation is charged to profit or loss on a straight-line basis over the estimated useful lives of
the individual assets. Depreciation commences on the date of acquisition or, in respect of internally
constructed assets, from the time an asset is completed and ready for use. Land is not depreciated.
The estimated useful lives are as follows:

- vehicles 8 to 10 years;

- computer software 3 to 8 years;

- other 2 to 10 years,
Intangible assets

Acquired intangible assets are stated at cost less accumulated amortisation and impairment losses.
Acquired computer software licenses are capitalised on the basis of the costs incurred to acquire
and bring to use the specific software. Amortisation is charged to profit or loss on a straight-line
basis over the estimated useful lives of intangible assets. The estimated useful life of intangible
assets is 5 years.

Share capital
Ordinary shares

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of
ordinary shares are recognised as a deduction from equity, net of any tax effects.

Dividends

The ability of the Group to declare and pay dividends is subject to the rules and regulations of the
Kazakhstan legislation.

Dividends in relation to ordinary shares are reflected as an appropriation of retained earnings in the
period when they are declared.

Taxation

Income tax comprises current and deferred tax. Income tax is recognised in profit or loss except to
the extent that it relates to items of other comprehensive income or transactions with shareholders
recognised directly in equity, in which case it is recognised within other comprehensive income or
directly within equity.

Current tax expense is the expected tax payable on the taxable income for the year, using tax rates
enacted or substantially enacted at the reporting date, and any adjustment to tax payable in respect
of previous years.

Deferred tax assets and liabilities are recognised in respect of temporary differences between the
carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for
taxation purposes. Deferred tax is not recognised for the following temporary differences: goodwill
not deductible for tax purposes, the initial recognition of assets or liabilities that affect neither
accounting nor taxable profit and temporary differences related to investments in subsidiaries
where the parent is able to control the timing of the reversal of the temporary difference and it is
probable that the temporary difference will not reverse in the foreseeable future.

The measurement of deferred taxes reflects the tax consequences that would follow the manner in
which the Group expects, at the end of the reporting period, to recover or settle the carrying amount
of its assets and liabilities.

Deferred tax assets and liabilities are measured at the tax rates that are expected to be applied to
the temporary differences when they reverse, based on the laws that have been enacted or
substantively enacted by the reporting date.
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Significant accounting policies, continued
Taxation, continued

Deferred tax assets are recognised only to the extent that it is probable that future taxable profits
will be available against which the temporary differences, unused tax losses and credits can be
utilised. Deferred tax assets are reduced to the extent that it is no longer probable that taxable profit
will be available against which the deductible temporary differences can be utilised.

Investment related commitments

In the normal course of business, the Group enters into investment related commitments,
comprising undrawn investment commitments. Provisions for losses under investment related
commitments are recognised when losses are considered probable and can be measured reliably.

New standards and interpretations not yet adopted

A number of new standards and amendments to standards are effective for annual periods beginning
after 1 January 2019 and earlier application if permitted; however, the Group has not early adopted
the following new or amended standards in the preparing these financial statements.

The following amended standards and interpretations are not expected to have a significant impact
on the Group’s financial statements.

- IFRS 16 Leases from 1 January 2019.

- IFRIC 23 Uncertainty over Tax Treatments.

- Long-term Interests in Associates and Joint Ventures (Amendments to IAS 28).
- Plan Amendment, Curtailment or Settlement (Amendments 1o IAS 19).

- Annual Improvements to IFRS Standards 2015-2017 Cycle — various standards.
- Amendments to References to Conceptual Framework in IFRS Standards.

- IFRS 17 Insurance Contracts.

Financial risk review

This note presents information about the Group’s exposure to financial risks. For information on
the Group’s financial risk management framework, see Note 18.

Credit risk - Amounts arising from ECL

Inputs, assumptions and techniques used for estimating impairment

See accounting policy in Note 3(e)(iv).

Significant increase in credit risk

When determining whether the risk of default on a financial instrument has increased significantly
since initial recognition, the Group considers reasonable and supportable information that is
relevant and available without undue cost or effort. This includes both quantitative and qualitative

information and analysis, based on the Group’s historical experience and expert credit assessment
and including forward-looking information.

The objective of the assessment is to identify whether a significant increase in credit risk has
occurred for an exposure by comparing:

the remaining lifetime probability of defauit (PD) as at the reporting date; with

* the remaining lifetime PD for this point in time that was estimated at the time of initial
recognition of the exposure (adjusted where relevant for changes in prepayment
expectations).

The Group allocates each exposure to a credit risk grade based on a variety of data that is
determined to be predictive of the risk of default and applying experienced credit judgement. Credit
risk grades are defined using qualitative and quantitative factors that are indicative of risk of
default. These factors vary depending on the nature of the exposure and the type of debtor.
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Financial risk review, continued

Credit risk - Amounts arising from ECL, continued

Inputs, assumptions and techniques used for estimating impairment, continued
Significant increase in credit risk, continued

Credit risk grades are defined and calibrated such that the risk of default occurring increases
exponentially as the credit risk deteriorates so, for example, the difference in risk of default between
credit risk grades 1 and 2 is smaller than the difference between credit risk grades 2 and 3.

Each exposure is allocated to a credit risk grade at initial recognition based on available information
about the borrower. Exposures are subject to ongoing monitoring, which may result in an exposure
being moved to a different credit risk grade. The monitoring typically involves use of the following
data.

* Information obtained during periodic review of issuer files — e.g. audited financial
statements, management accounts, budgets and projections;
Data from credit reference agencies, press articles, changes in external credit ratings;

» Payment record — this includes overdue status as well as a range of variables about payment
ratios;

* Actual and expected significant changes in the political, regulatory and technological
environment of the issuer or in its business activities.

Generating the term structure of PD

Credit risk grades are a primary input into the determination of the term structure of PD for
exposures. The Group collects default information about its credit risk exposures analysed by type
of product and issuer as well as by credit risk grading,

Determining whether credit risk has increased significantly

The criteria for determining whether credit risk has increased significantly vary by portfolio and
include quantitative changes in PDs and qualitative factors, including a backstop based on
delinquency.

The Group will deem the credit risk of a particular exposure to have increased significantly since
initial recognition if, the credit rating of an issuer is determined to have decreased by 2 and more
positions since initial recognition.

Using its expert credit judgement and, where possible, relevant historical experience, the Group
may determine that an exposure has undergone a significant increase in credit risk based on
particular qualitative indicators that it considers are indicative of such and whose effect may not
otherwise be fully reflected in its quantitative analysis on a timely basis.

As a backstop, the Group considers that a significant increase in credit risk occurs no later than
when an asset is more than 30 days past due. Days past due are determined by counting the number
of days since the earliest elapsed due date in respect of which full payment has not been received.

Definition of default
The Group considers a financial asset to be in default when:

o the borrower is unlikely to pay its credit obligations to the Group in full, without recourse
by the Group to actions such as realising security (if any is held);

 the borrower is past due more than 90 days on any material credit obligation to the Group.
Overdrafis are considered as being past due once the customer has breached an advised
limit or been advised of a limit smaller than the current amount outstanding; or

* itis becoming probable that the borrower will restructure the asset as a result of bankruptcy
due to the borrower’s inability to pay its credit obligations.
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Financial risk review, continued

Credit risk - Amounts arising from ECL, continued

Inputs, assumptions and techniques used for estimating impairment, continued
Significant increase in credit risk, continued

Definition of default, continued

In assessing whether an issuer is in default, the Group considers indicators that are:

® qualitative - e.g. breaches of covenant;

* quantitative - e.g. overdue status and non-payment on another obligation of the same issuer
to the Group; and

» based on data developed internally and obtained from external sources.

Inputs into the assessment of whether a financial instrument is in default and their significance may
vary over time to reflect changes in circumstances.

Incorporation of forward-looking information

The Group incorporates forward-looking information into both the assessment of whether the credit
risk of an instrument has increased significantly since its initial recognition and the measurement
of ECL. The Group uses expert judgment in assessment of forward-looking information. This
assessment is also based on the information from external sources. External information considered
includes economic data and forecasts published by governmental bodies, the NBRK, the Ministry
of National Economy of the Republic of Kazakhstan, and selected private sector and academic
forecasters. The key driver, which impacts the assessment of credit risk and credit losses, is GDP
forecasts.

Modified financial assets

The contractual terms of a financial instrument may be modified for a number of reasons, including
changing market conditions and other factors not related to a current or potential credit deterioration
of the issuer. An existing instrument whose terms have been modified may be derecognised and
the renegotiated instrument recognised as a new instrument at fair value in accordance with the
accounting policy set out in Note 3(e)iii).

When the terms of a financial asset are modified and the modification does not result in
derecognition, the determination of whether the asset’s credit risk has increased significantly
reflects comparison of:

* its remaining lifetime PD at the reporting date based on the modified terms; with
* the remaining lifetime PD estimated based on data at initial recognition and the original
contractual terms.

When modification results in derecognition, a new financial asset is recognised and allocated to
Stage 1 (assuming it is not credit-impaired at that time).

The Group renegotiates amounts due from customers in financial difficulties (referred to as
‘forbearance activities’) to maximise collection opportunities and minimise the risk of default.
Under the Group’s forbearance policy, forbearance is granted on a selective basis if the debtor is
currently in default on its debt or if there is a high risk of default, there is evidence that the debtor
made all reasonable efforts to pay under the original contractual terms and the debtor is expected
to be able to meet the revised terms.

The revised terms usually include extending the maturity and changing the timing of interest
payments.
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Financial risk review, continued

Credit risk - Amounts arising from ECL, continued
Inputs, assumptions and techniques used for estimating impairment, continued
Significant increase in credit risk, continued

Modified financial assets, continued

For financial assets modified as part of the Group’s forbearance policy, the estimate of PD reflects
whether the modification has improved or restored the Group’s ability to collect interest and
principal and the Group’s previous experience of similar forbearance action. As part of this process,
the Group evaluates the debtor’s payment performance against the modified contractual terms and
considers various behavioural indicators.

Generally, forbearance is a qualitative indicator of a significant increase in credit risk and an
expectation of forbearance may constitute evidence that an exposure is credit-impaired and default
event occurred. An issuer needs to demonstrate consistently good payment behaviour over a period
of time before the exposure is no longer considered to be credit-impaired/ in default or the PD is
considered to have decreased such that the loss allowance reverts to being measured at an amount
equal to 12-month ECL.

Measurement of ECL
The key inputs into the measurement of ECL are the term structure of the following variables:

probability of default (PD);
* loss given default (LGD);
s exposure at default (EAD).

PD estimates are estimates at a certain date, which are calculated for exposures. These estimates
are based on internally compiled data comprising both quantitative and qualitative factors. Where
it is available, market data may also be used to derive the PD. If a counterparty or exposure migrates
between rating classes, then this will lead to a change in the estimate of the associated PD. PDs are
estimated considering the contractual maturities of exposures and estimated prepayment rates.

The Group estimates LGD parameters based on the history of recovery rates of claims against
defaulted counterparties. The LGD models consider the structure, collateral, seniority of the claim,
counterparty industry and recovery costs of any collateral that is integral to the financial asset. LGD
estimates are recalibrated for different economic scenarios. They are calculated on a discounted
cash flow basis using the effective interest rate as the discounting factor,

EAD represents the expected exposure in the event of a default. The Group derives the EAD from
the current exposure to the counterparty and potential changes to the current amount aliowed under
the contract including amortisation. The EAD of a financial asset is its £ross carrying amount.

For lending commitments and financial guarantees, the EAD includes the amount drawn, as well
as potential future amounts that may be drawn under the contract, which are estimated based on
historical observations and forward-looking forecasts.

As described above, and subject to using a maximum of a 12-month PD for financial assets for
which credit risk has not significantly increased, the Group measures ECL considering the risk of
default over the maximum contractual period (including any borrower’s extension options) over
which it is exposed to credit risk, even if, for risk management purposes, the Group considers a
longer period. The maximum contractual period extends to the date at which the Group has the
right to require repayment of an outstanding amount.

For portfolios in respect of which the Group has limited historical data, external benchmark
information is used to supplement the internally available data. The portfolios for which external
benchmark information represents a significant input into measurement of ECL are as follows.
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Financial risk review, continued

Credit risk - Amounts arising from ECL, continued

Inputs, assumptions and techniques used for estimating impairment, continued
Significant increase in credit risk, continued

Measurement of ECL, continued

External benchmarks used

Carrying amount
as at 31 December

2018 PD LGD
Cash and cash equivalents 6,672,269 S&P recovery studies /
Amounts due from credit S&P'sdefault  For exposures within Kazakhstan,
institutions 25,070,425 study LGD is based historical recoveries
Investment financial assets 45,912,000 from defaulted financial institutions

Credit quality analysis

The following table provides information on the credit quality of financial assets measured at
amortised cost as at 31 December 2018. Unless specially indicated, for financial assets, the amounts
in the table represent gross carrying amounts.

Explanation of the terms: 12-month ECL, lifetime ECL and credit-impaired are included in Note
3(e)(iii).
31 December 2018

12-month Lifetime ECL for
expected credit credit-impaired

‘000 KZT Josses (ECL) assets Total
Cash and cash equivalents
- rated from BBB- to BBB+ 5,522,384 - 5,522,384
- rated from BB- to BB+ 62,459 - 62,459
- rated from B- to B+ 1,041 - 1,041
- not rated (Citibank Kazakhstan JSC) 1,086,385 - 1,086,385
Carrying amount 6,672,269 - 6,672,269
Amounts due from credit institutions
- rated from BBB- to BBB+ 11,537,678 - 11,537,678
- rated from BB- to BB+ 7,093,452 - 7,093,452
- rated from B- to B+ 6,347,375 799,055 7,146,430
- rated D - 9,110,622 9,110,622

24,978,505 9,909,677 34,888,182
Impairment allowance 147,797y (9,669,960) {9.817,757)
Carrying amount 24,830,708 239,717 25,070,425
Investment securities measured at fair value
through other comprehensive income
Treasury bills of the Ministry of Finance of the
Republic of Kazakhstan 13,686,864 - 13,686,864
- rated from BBB- to BBB+ 278,366 - 278,366
- rated from BB- to BB+ 29,672,272 - 29,672,272
- rated from B- to B+ 990,996 - 990,996

44,628,498 - 44,628,498
Impairment allowance (96,569) - {96,569)
Gross carrying amount 46,540,895 - 46,540,895
Carrying amount 44,628,498 - 44,628,498
Investment financial assets measured at
amortised cost
- rated from B- to B+ - 1,283,502 1,283,502
Carrying amount - 1,283,502 1,283,502
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Kazyna Capital Management JSC
Notes to the Consolidated Financial Statements for the year ended 31 December 2018

Transition to IFRS 9, continued

Classification of financial assets and financial liabilities on the date of initial application of
IFRS 9, continued

The Group’s accounting policies on the classification of financial instruments under IFRS 9 are set
out in Note 3(e)(i). The application of these policies resulted in the reclassifications set out in the
table above and explained below.

(@)  Included in financial instruments at fair value through profit or loss are debt instruments
with carrying amount of KZT 3,723,791 thousand classified under IFRS 9 as mandatorily
measured at FVTPL due to non-compliance with the SPPI criterion.

(b)  Certain debt securities are held by the Group Central Treasury in separate portfolios to meet
everyday liquidity needs. The Group Central Treasury seeks to minimise the costs of
managing those liquidity needs and therefore actively manages the return on the portfolio,
That return consists of collecting contractual payments as well as gains and losses from the
sale of financial assets. The investment strategy ofien results in sales activity that is
significant in value. The Group considers that under IFRS 9 these securities are held within
a business model whose objective is achieved by both collecting contractual cash flows and
selling financial assets.

The following table analyses the impact, net of tax, of transition to IFRS 9 on reserves and retained
earnings,

Impact of adopting
IFRS 9 as at

‘000 KZT 1 January 2018
Fair value reserve - securities
Closing balance under IAS 39 (31 December 2017) 953,363
Recognition of expected credit losses under IFRS 9 for debt investment
securities at FVOCI 138,759
Opening balance under IFRS 9 (1 January 2018) 1,092,122
Retained earnings
Closing balance under I1AS 39 (31 December 201 7) 47,368,354
Recognition of expected credit losses under IFRS 9 (248,472)
Opening balance under IFRS 9 (1 January 2018) 47,119,882

For financial assets, this table is presented by the related financial assets' measurement categories
in accordance with IAS 39 and IFRS 9, and shows separately the effect of the changes in the
measurement category on the loss allowance at the date of initial application of IFRS 9, i.e. at
1 January 2018.

Impairment allowance and provisions
31 December

2017 (IAS 39/ Remeasure- 1 January 2018
‘000 KZT IAS 37) ment (IFRS 9)
Amounts due from credit institutions (8,544,859) 554,529 (7,990,330)
Available-for-sale debt invesiment securities
under IAS 39 reclassified to measurement
category at FVOC! under IFRS 9 - {138,759) (138,759)

34



Interest income calculated using the effective interest method

Investment financial assets

Amounts due from credit institutions
Cash and cash equivalents

Other assets

Reverse repurchase agreements

Personnel expenses

Employee compensation
Payroll related taxes

General and administrative expenses

Professional services

Other third party services
Operaling lease expense
Business travel

Depreciation and amortisation
State duty

Other

Income tax expense

Current year tax expense
Current tax underprovided in prior years

Movement in deferred tax assets and liabilities due to origination
and reversal of temporary differences and movement in valuation

allowance
Total income tax expense

In 2018, the applicable tax rate for current and deferred tax is 20% (2017: 20%).

Kazyna Capital Management JSC
Nates to the Consolidated Financial Statements for the year ended 31 December 2018

2018 2017
000 KZT *000 KZT
2,645,339 1,962,574
696,131 877,988
196,422 47,269
. 5,000
5 1,729
3,537,892 2,894,560
2018 2017
*000 KZT 000 KZT
439,948 406,918
36,393 33,078
476,341 439,996
2018 2017
*000 KZT 000 KZT
249,284 119,687
103,764 175,509
88,680 79,682
56,082 17,987
6,843 7,628
- 116,356
49,882 67,263
554,535 584,112
2018 2017
'000 KZT 000 KZT
4,614,576 661,844
- 90,050
(2,617,878) 274,520
1,996,698 1,026,414
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Income tax expense, continued

Reconciliation of effective tax rate for the year ended 31 December:

2018 2017
000 KZT % *000 KZT %

Profit before income tax 5,671,665 100 3,967,355 100
Income tax at the applicable tax rate 1,134,334 20 793,471 20
Restructuring of privale equity funds* (2,358,532} (42) - -
Non-taxable income on securities (567,263) (10) (444,574) (11)
Income from offshore entities 58,932 1 34,000 1
Other non-deductible expenses 781,941 14 203,294 5
Non-deductible impairment losses 2,763,327 48 34,945 1
Non-deductible expenses from revaluation of
financial instruments at fair value through profit
or loss 183,959 4 315,228 8
Current tax underprovided in prior years - - 90,050

1,996,698 35 1,026,414 26

Deferred tax assets and liabilities

*During 2018, the Group has restructured the private equity funds and foreign subsidiaries in order
to optimize the tax burden and performed the necessary arrangements to transfer the Group’s assets
to a special purpose vehicle (SPV) Kazyna Seriktes B.V. (see Note 1). The Company decreased
its taxable profit and deferred tax liability on financial assets at fair value through profit or loss by
KZT 2,358,532 thousand due to transfer of assets.

Temporary differences between the carrying amounts of assets and liabilities for financial reporting
purposes and the amounts used for taxation purposes give rise to deferred tax liabilities as at
31 December 2018 and 2017.

Movements in temporary differences during the years ended 31 December 2018 and 2017 are
presented as follows:

Balance at Recognised in Balance at

000 KZT 1 January 2018 profit or loss 31 December 2018
Property, plant and equipment and intangible
assets (133) (579) (712)
Financial assets at fair value through profit or
loss (2,339,764) 2,339,101 {663)
Financial liabilities at fair value through
profit or loss 1,606,849 268,578 1,875,427
Other liabilities 12,881 10,777 23,658

(720,167) 2,617,877 1,897,710
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Income tax expense, continued

Deferred tax assets and liabilities, continued

Balance at Recognised in Balance at
*000 KZT 1 January 2017 profit or loss 31 December 2017
Property, plant and equipment and intangible
assets (119) (14) (133)
Financial assets at fair value through profit or
loss (1,829,617 (510,147) (2,339,764)
Financial liabilities at fair value through
profit or loss 1,383,482 223,367 1,606,849
Other liabilities 607 12,274 12,881
(445,647) (274,520) (720,167)
Net foreign exchange gain/(loss)
2018 2017
‘000 KZT *000 KZT
Unrealised foreign exchange gain/ (loss) 10,154,683 (109,895)
Realised foreign exchange loss (31,178} (30,862)
10,123,505 {140,757)

Impairment losses on debt financial assets

Impairment losses on debt financial assets comprise impairment losses on amounts due from credit
institutions amounting to KZT 13,816,636 thousand (2017: KZT 174,726 thousand).

Cash and cash equivalents

2018 2017
000 KZT '000 KZT

Current accounts with other banks
- rated from BBB- to BBB+ 5,522,384 -
- rated from BB- to BB+ 62,459 7,123,940
- rated from B- to B+ 1,041 332,126
- not rated (Citibank Kazakhstan JSC) 1,086,385 1,608,408

6,672,269 9,064,474

Disclosed ratings are based on the rating scale of Standard and Poor’s or their equivalents, None of cash
and cash equivalents are impaired or past due.
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Amounts due from credit institutions

2018 2017
‘000 KZT 000 KZT
- rated from BBB- to BBB+ 11,537,678 -
- rated from BB- to BB+ 7,093,452 455,881
- rated from B- to B+ 7,146,430 6,798,920
- rated D 9,110,622 7,880,617
-not rated - 664,242
Total amounts due from credit institutions 34,888,182 15,799,660
Loss allowance for expected credit losses (9,817,757) (8,544,859)
Amounts due from credit institutions net of impairment allowance 25,070,425 7,254,801

Disclosed ratings are based on the rating scale of Standard and Poor’s or their equivalents.
Movement in loss allowance for expected credit losses

The following tables show reconciliations from the opening to the closing balances of the loss
allowance for expected credit losses by amounts due from credit institutions. Comparative amounts
for 2017 reflect measurement basis under IAS 39.

For the year ended For the year ended
31 December 2018 31 December 2018
12-month  Lifetime ECL for
expected credit  credit-impaired Total
losses (ECL) assets ‘000 KZT ‘000 KZT

Balance at the beginning of the
teporting period - 8,544,859 8,544,859 8,616,536
Effect of adopting [FRS 9* 109,713 (664,242) (554,529) -
Transfer from Stage | to Stage 3 (452,434) 452,484 - -
Net remeasurement of loss allowance 490,568 13,326,068 13,816,636 -
Fareign exchange difference - 1,422,734 1,422 734 (71,677)
Financial assets that have been
derecognised - (13,411,943) (13,411,943) -
Balance at the end of the reporting
period 147,797 9,669,960 9,817,757 8,544,859

* As at 31 December 2017 the Group had a bank deposit of KZT 664,242 thousand which was fully impaired. As at
1 January 2018 this financial asset is mandatorily classified as measured at fair value through profit or loss in accordance
with IFRS 9, as it does not meet SPPI criterion. As a result, impairment allowance earlier recognised under IAS 39 in the
amount of KZT 664,242 thousand was written off on the date of transition to IFRS 9.

As at 31 December 2018 the Group considers the amounts due from Kazinvestbank JSC for the
total amount of KZT 4,886,343 thousand and from Delta Bank JSC for the total amount of
KZT 4,224,279 thousand as fully impaired (as at 31 December 2017: KZT 4,226,649 thousand and
KZT 3,653,968 thousand, responsively), based on its understanding of the KIB’s and Delta’s current
financial position and the Group’s management does not expect any future cash flows from these
assets.

As at 27 November 2018, Tsesnabank JSC had an amount due to the Group of KZT 15,331,812
thousand. In November 2018, due to deterioration of the financial position of the bank, a part of
the amount due of KZT 14,538,212 thousand was restructured in accordance with the terms of the
Framework Agreement. As part of this restructuring, the amounts due to the Group were substituted
for the bonds issued by Tsesnabank JSC. These bonds mature in fifteen years with payment of
coupon interest of 0.1% per annum and are accounted for by the Group as the assets credit-impaired
on initial recognition, measured at amortised cost, included in investment financial assets (Note 16).
Fair value of these assets on initial recognition amounted to KZT 1,282,176 thousand and was
calculated using a discount rate of 18% per annum.

During 2018 the Group recognised an impairment loss of KZT 13,558,306 thousand on the amounts
due from Tsesnabank JSC, in profit and loss. Claims of KZT 799,055 thousand on the current
account with Tsesnabank JSC were not restructured. Carrying amount of the not restructured
balances, less loss allowance for expected credit losses, amounted to KZT 239,717 thousand as at
31 December 2018.
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14 Financial instruments at fair value through profit or loss

2018 2017
‘000 KZT 000 KZT
ASSETS
Unquoted shares in investment funds
AstanaGas KMG JSC (Portfolio company of Baiterek Venture
Fund JSC) 40,150,121 -
CITIC-KAZYNA Investment L.P, 15,954,198 17,287,231
Kazakhstan Infrastructure Fund C.V. (including portfolio company
of Baiterek Venture Fund JSC) 14,455,942 13,420,496
Kazakhstan Growth Fund L.P. 12,071,080 10,724,855
MRIF CASP C.V. (including portfolio company of Baiterek
Venture Fund JSC) 6,862,993 5,827,804
ADM KCRF L.P. 5,509,596 4,407,932
AITAS LUX S.A.R.L (Portfolio company of Baiterek Venture
Fund JSC) 3,457,800 2,990,970
Wolfenson Capital Partners L.P. 1,689,024 2,166,248
Group of companies Allur JSC (Portfolio company of Baiterek
Venture Fund JSC) 1,552,644 801,721
Kazyna Investment Holding Cooperatief U.A. 921,667 560,291
CAEPCO JSC (Portfolio company of Baiterek Venture Fund JSC) 759,159 2,531,206
Islamic Infrastructure Fund Limited Partnership 581,665 615,028
DBK Equity Fund 278,061 -
BV Management LLC 139,053 -
Mining Chemical Company LLC (Portfolio company of Baiterek
Venture Fund JSC) 108,006 168,119
Almex-Baiterek Fund LLC 16,930 127,892
Aureos Central Asia Fund LLC 8,194 309,232
Sachiko-Olzha Products LLC (Portfolio company of Baiterek
Venture Fund JSC) - 450,101
Nurzhol Energy LLC - 61,737
104,516,133 62,480,863
Debt instruments:
AOM Metal B.V. (portfolio company of Baiterek Venture Fund
JSC) 2,671,563 -
ARP Company (Portfolio company of Baiterek Venture Fund JSC) - 3,723,791
2,671,563 3,723,701
107,187,696 66,204,654
LIABILITIES
Derivative financial instruments 9,869,170 8,026,656
9,869,170 8,026,656
Dividend income from financial instruments at fair value through profit or loss:
2018 2017
000 KZT '000 KZT
CITIC-KAZYNA Investment L.P. 3,537,479 810,239
Wolfenson Capital Partners L.P. 87,189 416,321
CAEPCO JSC (Portfolio company of Baiterek Venture Fund JSC) 30,825 -
Kazakhstan Growth Fund L.P. 26,396 70,148
Baiterek Venture Fund ISC - 273,593
ADM KCRF L.P. - 37,487
Islamic Infrastructure Fund Limited Partnership - 4,015
Kyrpyz-Kazakh Investment Fund JSC - 1,794
3,681,889 1,613,597
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14 Financial instruments at fair value through profit or loss, continued
Investment in Kazakhstan Infrastructure Fund C.V.

In February 2017, to appoint new general partner to 8 Kazakhstan Infrastructure Fund C.V. (“KIF™),
the Company and Verno Pe Eurasia GP Limited (hereinafier- the “General Partner”) signed a
limited partnership agreement (hereinafier - “LPA™),

Under the terms and conditions of LPA, the amount of liabilities related to investment in KIF was
allocated between the partners as follows:

» Kazyna Capital Management JSC (USD 100 min) - the 95.24% ownership interest;
e VERNO PE EURASIA GP (USD 5 mln) —the 4.76 % ownership interest.

The main purpose to have established KIF is investing in share capital of corporates whose principal
activities are development of infrastructure projects in target areas. KIF’s operations are primarily
located in Kazakhstan, while the country of incorporation is the Netherlands,

Nature and extent of the Company's involvement

The Company holds a 95.24% interest in KIF, and being a limited liability partner under the LPS,
is not involved in the decision-making process related to KIF’s investing activities.

KIF’s management company is the General Partner who is responsible for making investing
decisions, and governed by the Investment Policy in accordance with the LPA. The General Partner
is free to select assets for capital investment and makes key decisions on the Fund’s operating
activities and investees’ capital, including budgets and key management remuneration.

In accordance with the LPA, the Company may to re-appoint a fund’s manager, the General Partner,
to protect its interests with regard to investees and KIF* operations. Under the terms of the LPA,
there are certain conditions which are attached to the reappointment of the General Manager,
including:

* imposing a pecuniary penalty in the amount of 2% of total investment liabilities;
¢ searching for a new general partner who is prepared for buy-out of the predecessor General
Partner's rights and obligations.

These conditions make the general partner*s reappointment process more difficult.

In accordance with the above, under the IFRS 10 Consolidated Financial Statements, the Company
has no control over KIF as at 31 December 2018 and 31 December 2017.

Investment in AstanaGas KMG JSC

In October 2018, the Group acquired 50% of voting shares of AstanaGas KMG JSC for the amount
of KZT 121 thousand and made additional contribution to charter capital at 30 October 2018 of
KZT 40,150,000 thousand. AstanaGas KMG JSC was established to implement the project of
gasification of the city of Astana and northern regions of the Republic of Kazakhstan as well as
implement other programmes for the development of gas industry. This entity is considered to be
an associate because the Group's management believes that the Company has significant influence
in it,

The Group financed the acquisition by issuing 40,150,000 bonds with par value of KZT 1,000 per
bond, which mature on demand and have a coupon interest of 0.01% per annum. According to the
agreement concluded with the seller of the shares, the Group has a ‘put’ option enabling the Group
to sell its share in equity investment in the amount of KZT 40,150,000 thousand, with a yield of
0.01% per annum upon expiry of 15 years and, if demanded so by holders of the bonds issued by
the Group, buy back issued bonds.
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14 Financial instruments at fair value through profit or loss, continued

15

Derivative financial instruments

Financial instruments at fair value through profit or loss comprise financial instruments designated
on initial recognition in this category, except for the financial derivatives categorised as trade
financial instruments.

During 2015, the Company entered into a cross currency swap with Development Bank of
Kazakhstan with maturity in 2020 to deliver USD 50,000 thousand in exchange for KZT 9,382,500
thousand. The Company received 8.7% p.a. interest prepayment of KZT 816,278 thousand. The
Company has a right to prolong the maturity by two years. As at 31 December 2018, the fair value
of this swap is KZT 9,869,170 thousand (31 December 2017: KZT 8,026,656 thousand (liability)).

To determine the fair value of this swap, management used 10.96%-12.46% for KZT leg (2017:
9.15%-12.96% for KZT leg) and 2.57%-2.62% for USD leg (2017: 1.58%-2.31% for USD leg)
based on the observable market data information. The fair value of this swap is categorised into
Level 2 of the fair value hierarchy.

To the extent that the difference between KZT and USD rates increase by 1%, a fair value of a
derivative financial instrument would be KZT 161,726 thousand lower (increase in liabilities).

Investment financial assets
31 December

2018
000 KZT

Investment debt instruments measured at fair value through other
comprehensive income
- Government bonds

Treasury bills of the Ministry of Finance of the Republic of Kazakhstan 13,686,864
Total Government bonds 13,686,864
- Corporate bonds

- rated from BB- to BB+ 3,279,050
Total corporate bonds 3,279,050
- Corporate bonds of banks

- rated BB- to BB+ 26,393,222
Total corporate bonds of banks 26,393,222
- Corporate bonds of credit institutions other than banks

- rated from BBB- to BBB+ 278,366

- rated from B- to B+ 990,996
Total Government bonds, corporate bonds of credit institutions other than banks 1,269,362
Total investment debt instruments measured at fair value through other
comprehensive income 44,628,498
Investment financial assets measured at amortised cost (POCI-assets)
Bonds of Tsesnabank JSC 1,283,502
Total bonds 1,283,502
Total investment assets 45,912,000
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Investment financial assets, continued

31 December

2017
‘000 KZT
Available-for-sale financial instruments
- Government bonds
Treasury bills of the Ministry of Finance of the Republic of Kazakhstan 9,998,549
Total Government bonds 9,998,549
= Corporate bonds
- rated from BBB- to BBB+ 27,329,930
- rated from B- to B+ 1,973,168
Total corporate bonds 29,303,098
- Corporate bonds of banks
- rated from BBB- to BBB+ 2,315,028
- rated from BB- 10 BB+ 18,156,726
- rated from B- to B+ 412,113
Total corporate bonds of banks 20,883,867
- Corporate bonds of credit institutions other than banks
- rated from BBB- to BBB+ 263,099
Total corporate bonds of credit institutions other than banks 263,099
60,448,613

Debt securities issued

As at 31 December 2018, debt securities issued in the amount of KZT 40,150,000 thousand
comprise unquoted bonds with maturity upon demand and coupon interest of 0.01% per annum.
Total maturity of bonds is 15 years (Note 14). Proceeds from borrowing were directed for
acquisition of a 50% interest in AstanaGas KMG JSC.

Share capital and reserves

Issued capital

Ordinary shares
Number of shares Cost, KZT*000
2018 2017 2018 2017
In issue at | January 53,550,000 53,550,000 87,440,000 87,440,000

In issue at 31 December, fully paid 53,550,000 53,550,000 87,440,000 87,440,000

As at 31 December 2018, authorised share capital comprised 55,000,000 ordinary shares
(31 December 2017: 55,000,000). The issued and paid share capital comprises 53,550,000 ordinary
shares {2017: 53,550,000). The shares have no nominal value.

The holders of ordinary shares are entitled to receive dividends as declared from time to time and
are entitled to one vote per share at annual and general meetings of the Company.

Dividends

In accordance with Kazakhstan legislation an entity's distributable reserves are limited to the
balance of retained eamings as recorded in the entity’s statutory financial statements prepared in
accordance with IFRS or profit for the year if there is an accumulated loss brought forward. A
distribution cannot be made if this would result in negative equity or the entity’s insolvency. In
accordance with the legislation of the Republic of Kazakhstan, as at the reporting date, reserves
available for distribution amounted to KZT 49,912,567 thousand (31 December 2017:
KZT 47,368,354 thousand).

During 2018, the Group declared and paid dividends for 2017 financial year in the amount of
KZT 882,282 thousand (KZT 16.00 per an ordinary share) (2017: KZT 1,500,000 thousand at KZT
28.00 per an ordinary share).
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Financial instrument risk management

Management of risk is fundamental to the business of the Group and is an essential element of the
Group’s operations. The major risks faced by the Group are those related to market risk, credit risk
and liquidity risk.

Risk management policies and procedures

The risk management policies aim to identify, analyse and manage the risks faced by the Group, to
set appropriate risk limits and controls, and to continuously monitor risk levels and adherence to
limits. Risk management policies and procedures are reviewed regularly to reflect changes in
market conditions and emerging best practice.

The Board of Directors has overall responsibility for the oversight of the risk management
framework, overseeing the management of key risks and reviewing risk management policies and
procedures as well as approving significantly large exposures.

The Management Board is responsible for monitoring and implementation of risk mitigation
measures and making sure that the Group operates within established risk parameters. Head of Risk
Department is responsible for the overall risk management and compliance functions, ensuring the
implementation of common principles and methods for identifying, measuring, managing and
reporting both financial and non-financial risks. He reports directly to the President and indirectly
to the Board of Directors. Both external and internal risk factors are identified and managed
throughout the organisation.

Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market prices. Market risk comprises currency risk, interest rate risk and
other price risks. Market risk arises from open positions in interest rate and equity financial
instruments, which are exposed to general and specific market movements and changes in the level
of volatility of market prices and foreign currency rates. The objective of market risk management
is to manage and control market risk exposures within acceptable parameters, while optimising the
return on risk.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rates. The Group is exposed to the effects of
fluctuations in the prevailing levels of market interest rates on its financial position and cash flows,
Interest margins may increase as a result of such changes but may also reduce or create losses in
the event that unexpected movements occur.

The table below displays average effective interest rates for interest bearing assets and liabilities as
at 31 December 2018 and 31 December 2017.

Average effective interest rates

These interest rates are an approximation of the yields to maturity of these assets and liabilities.

2018 2017
Average effective interest rate, % Average cffective interest rate, %
Other Other
KZT USD currencies KZT Usb currencies
Interest bearing assets
Cash and cash equivalents - - = 9.7 - 5

Amounts due from credit
institutions 8.25 1.75 - 83 3.0 -

Financial instruments at fair value
through profit or loss

- debt instruments 12.0 . = 14.6 = A
Investment financial assets 4.0 5.7 & 8.0 4.0 g
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Financial risk management, continued
Market risk, continued
Interest rate risk, continued

An analysis of sensitivity of net profit or loss and equity as a result of changes in the fair value of
investment financial assets due to changes in the interest rates based on positions existing as at 31
December 2018 and 2017 and a simplified scenario of a 100 bp symmetrical fall or rise in all yield
curves is as follows:

2018 2017
Profit or
Profit or loss Equity loss Equity
‘000 KZT ‘000 KZT ‘000 KZT ‘000 KZT
100 bp parallel fall - 1,690,703 - 2,238,605
100 bp parallel rise - (1,467,729) - (2,238,605)

Foreign currency risk

The Group has assets and liabilities denominated in several foreign currencies. Currency risk is the
risk that the fair value or the future cash flows of a financial instrument will fluctuate because of
changes in foreign currency exchange rates. Although the Group hedges its exposure to currency
risk, such activities do not qualify as hedging relationships in accordance with IFRS.

The following table shows the foreign currency exposure structure of financial assets and liabilities
as at 31 December 2018:

USD Tenge Total

‘000 KZT ‘000 KZT ‘000 KZT
ASSETS
Cash and cash equivalents 89,253 6,583,016 6,672,269
Amounts due from credit institutions 17,787,428 7,282,997 25,070,425
Investment financial assets 43,359,137 2,552,863 45,912,000
Other financial assets - 38,782 38,782
Total financial assets 61,235,818 16,457,658 77,693,476
LIABILITIES
Other financial liabilities - (224,619) (224,619)
Total financial liabilities - (224,619) (224,619)
Net position 61,235,818 16,233,039 77,468,857
Derivative financial instruments {19,210,000) 9,340,830 (9,869,170}
Net position after derivative financial instruments 42,025,818 25,573,869 67,599,687

44



Kazyna Capital Management JSC
Notes to the Consolidated Financial Statements for the year ended 31 December 2018

18 Financial instrument risk management, continued
(b) Market risk, continued

(ii)  Foreign currency risk, continued

(c)

The following table shows the foreign currency exposure structure of financial assets and liabilities
as at 31 December 2017:

USD Tenge Total

‘000 KZT ‘000 KZT ‘000 KZT
ASSETS
Cash and cash equivalents 7,906,500 1,157,974 9,064,474
Amounts due from credit institutions 6,731,988 522813 7,254,801
Available-for-sale financial assets 55,461,134 4,987,479 60,448,613
Other financial assets - 111,133 111,133
Total financial assets 70,099,622 6,779,399 76,879,021
LIABILITIES
Other financial liabilities - {197,920) (197,920)
Total financial liabilities - (197,920) (197,920)
Net position 70,099,622 6,581,479 76,681,101
Derivative financial instruments {16,616,500) 8,589,844 (8,026,656)
Net position after derivative financial
instruments 53,483,122 15,171,323 68,654,445

A weakening of the KZT, as indicated below, against the following currencies at 31 December 2017
and 2016, would have increased equity and profit or loss by the amounts shown below. This analysis
is on net of tax basis and is based on foreign currency exchange rate variances that the Group
considered to be reasonably possible at the end of the reporting period. The analysis assumes that
all other variables, in particular interest rates, remain constant.

2018 2017
‘000 KZT ‘000 KZT
20% appreciation of USD against KZT 6,724,131 8,557,300

A strengthening of the KZT against the above currencies at 31 December 2017 and 2016 would
have had the equal but opposite effect on the above currencies to the amounts shown above, on the
basis that all other variables remain constant,

Other price risks

Other price risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market prices (other than those arising from interest rate risk or
currency risk), whether those changes are caused by factors specific to the individual financial
instrument or its issuer, or factors affecting all similar financial instruments traded in the market,
Other price risk arises from the Group’s investments in private equity funds, whose valuation is
based on the valuation of the underlying portfolio companies of those private equity funds.

The Group invests in such financial assets in order to take advantage of their long-term growth, All
investments present a risk of loss of capital. All of the private equity funds and their underlying
investments are subject to the risks inherent in their industries. Moreover, established markets do
not exist for these holdings, and they are therefore considered illiquid.
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Financial instrument risk management, continued
Other price risks, continued

The Group mainly relies on the management of the private equity funds in mitigation of the price
risk. The management of the private equity funds moderates this risk through careful selection and
review of the business and operational matters before the investment decision are implemented.
They also maintain regular contact with the management of the underlying companies. The
performance of the management of the private equity funds are reported to the Group on a quarterly
basis. As at 31 December 2018 these reports on performance of the private equity funds
management for the 3™ quarter of 2018 are accessible for the Group.

The Group’s profit and loss and equity is affected by changes in the fair value of its investments in
private equity funds. For example a 10% increase in the equity prices of the funds, would increase
profit or loss and equity by KZT 10,718,770 thousand for the year ended 31 December 2018 (2017:
KZT 4,998,469 thousand). A 10% decrease in these prices would have an equal and opposite effect.

Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial
instrument fails to meet its contractual obligations. The Group has policies and procedures in place
to manage credit exposures (both for recognised financial assets and unrecognised contractual
commitments), including guidelines to limit portfolio concentration and the establishment of an
Investment Committee to actively monitor credit risk. The investment policy is reviewed and
approved by the Management Board.

The maximum exposure to credit risk is generally reflected in the carrying amounts of financial
assets in the consolidated statement of financial position and unrecognised contractual commitment
amounts. The impact of possible netting of assets and liabilities to reduce potential credit exposure
is not significant.

The maximum exposure to credit risk from financial assets at the reporting date is as follows:

2018r. 2017
‘000 KZT ‘000 KZT

ASSETS

Cash and cash equivalents 6,672,269 9,064,474
Amounts due from credit institutions 25,070,425 7,254,801
Financial instruments measured at FVTPL:

- debt instruments 2,671,563 3,723,791
Investment financial assets 45,912,000 60,448,613
Other financial assets 38,782 111,133
Total maximum exposure 80,365,039 80,602,812
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18 Financial instrument risk management, continued

(e)

Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations
associated with its financial liabilities that are settled by delivering cash or another financial asset.
Liquidity risk exists when the maturities of assets and liabilities do not match. The matching and or
controlled mismatching of the maturities and interest rates of assets and liabilities is fundamental
to liquidity management. It is unusual for financial institutions ever to be completely matched since
business transacted is often of an uncertain term and of different types. An unmatched position
potentially enhances profitability, but can also increase the risk of losses. The Group maintains
liquidity management with the objective of ensuring that funds will be available at all times to
honour all cash flow obligations as they become due. The liquidity policy is reviewed and approved
by the Management Board.

The Company is invested in private equity funds that are not traded in an active market and are
therefore considered illiquid. On the basis of the Company's commitments, the private equity funds
are able to call on such commitments from the Company with a notice period on average being 10
days.

The amount of these calls may exceed the available cash and cash equivalents at any point in time.

The following tables show the maturity profile of the Group’s financial liabilities as at 31 December
2018 based on contractual undiscounted payments:

Demand
and less Total gross
than From1te5 amount Carrying

‘000 KZT 1 month years (outflow) amount
Non-derivative liabilities
Debt securities issued (40,150,736) - (40,150,736)  (40,150,736)
Other financial liabilities (224,619) - {224,619) (224,619)
Derivative liabilities
Net settled derivatives - (9,869,170) (9,869,170} {9,869,170)
Total liabilities (40,375,355) (9,869,170)  (50,244,525)  (50,244,525)
Investment related commitments {59,098,755) - (59,098,755) -

The following tables show the maturity profile of the Group’s financial liabilities as at 31 December
2017 based on contractual undiscounted payments:

Demand
and less Total gross
than From 1 to amount Carrying

‘000 KZT 1 month S years (outflow) amount
Non-derivative liabilities
Other financial liabilities (197,920) - {197,920) (197,920)
Derivative liabilities
Net settled derivatives - (8,026,656} (8,026,656) {8,026,656)
Total liabilities (197,920) (8,026,656) (8,224,576) (8,224,576)
Investment related commitments {(64,099,328) - (64,099 328) -

For investment related commitments in the above tables the maximum amount of the commitment
is allocated to the earliest period in which the commitment can be called.
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Kazyna Capital Management JSC
Notes 1o the Consolidated Financial Statements for the year ended 31 December 2018

19 Capital management

20

21

The Group is not subject to externally imposed capital requirements.

The Group defines capital as total equity. The Group’s objective of capital management is to
safeguard the ability of the Group to continue as a going concemn in order to provide a retum to
shareholders and to provide a strong capital base to support the investment activities of the Group.

Investment related commitments

The Group makes commitments to private equity funds in its portfolio. The Group diversifies it its
portfolio of investments across managers, underlying industries, countries and investment stages.

The contractual amounts of investment related commitments are set out in the following table:

2018 2017
‘000 KZT ‘000 KZT

Contracted amount
Kazakhstan Infrastructure Fund C.V. 22,302,152 22,624,403
Falah Growth Fund LP 15,267,180 13,285,499
CITIC-Kazyna Investment Fund LP 13,079,212 11,730,044
Russian and Kazakh Fund of Nanoltechnologies 2,976,381 2,785,720
Macquarie Renaissance Infrastructure Fund 1,757,968 1,520,629
Wolfenson Capital Partners LP 1,747,438 1,545,671
DBK Equity Fund C.V. 750,987
Islamic Infrastructure Fund Limited Partnership 429,260 416,159
ADM Kazakhstan Capital Restructuring Fund CV 351,831 461,070
Kazakhstan Growth Fund 351,536 571,402
Aureos Central Asia Fund LLC 84,810 03,028
Almex Baiterek Fund LLC - 9,065,703

59,098,755 64,094,328

In accordance with the foundation agreements of the private equity funds, in case of failure to pay
the amount of capital commitments after the manager issues a request for payment, certain sanctions
may be applied against the Group including delaying the payment of interest, suspension of income
distributions, suspension of rights to participate in the corporate management of funds and forced
sale of the Group’s share to co-investors or third parties. As at 31 December 2018 and 2017 the
Group had no overdue investment commitments,

Operating leases
Non-cancellable operating lease rentals as at 31 December are payable as follows:
2018 2017
‘000 KZT ‘000 KZT
Less than | year 88,680 79,682

The Group leases a number of premises and equipment under operating leases. The leases typically
run for one year, with an option to renew the lease after that date. Lease payments are usually
increased annually to reflect market rentals. None of the leases includes contingent rentals.
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Kazyna Capital Management JSC
Notes to the Consolidated Financial Statements for the year ended 31 December 2018

Credit related commitments
Insurance

The insurance industry in the Republic of Kazakhstan is in a developing state and many forms of
insurance protection common in other parts of the world are not yet generally available. The Group
does not have full coverage for its plant facilities, business interruption, or third party liability in
respect of property or environmental damage arising from accidents on Group’s property or relating
to Group’s operations. Until the Group obtains adequate insurance coverage, there is a risk that the
loss or destruction of certain assets could have a material adverse effect on the Group’s operations
and financial position,

Taxation contingencies

The taxation system in the Republic Kazakhstan is relatively new and is characterised by frequent
changes in legislation, official pronouncements and court decisions, which are often unclear,
contradictory and subject to varying interpretation by different tax authorities, in particular
recognition of income, expenses and other items of the financial statements under IFRS. Taxes are
subject to review and investigation by various levels of authorities, which have the authority to
impose severe fines and interest charges. A tax year generally remains open for review by the tax
authorities for five subsequent calendar years; however, under certain circumstances a tax year may
remain open longer.

These circumstances may create tax risks in the Republic of Kazakhstan that are substantially more
significant than in other countries. Management believes that it has provided adequately for tax
liabilities based on its interpretations of applicable tax legislation, official pronouncements and
court decisions. However, the interpretations of the relevant authorities could differ and the effect
on these consolidated financial statements, if the authorities were successful in enforcing their
interpretations, could be significant.

Related party transactions

Control relationship

The Group’s parent company is “National Management Holding “Baiterek™ JSC. The Group is
ultimately controlled by the Government of the Republic of Kazakhstan,

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

Total remuneration included in personnel expenses for the years ended 31 December 2017 and 2016
is as follows:

2018r. 2017
‘000 KZT ‘000 KZT
Short term employee benefits 127,287 164,448

These amounts include cash and non-cash benefits in respect of the members of the Board of
Directors and the Management Board.
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Kazyna Capital Management JSC
Notes to the Consolidated Financial Statements for the year ended 31 December 2018

24 Fair values of financial instruments

The estimates of fair value are intended to approximate the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date. However given the uncertainties and the use of subjective judgment, the fair
value should not be interpreted as being realisabie in an immediate sale of the assets or settlement
of liabilities.

Fair values of financial assets and financial liabilities that are traded in active markets are based on
quoted market prices or dealer price quotations. For all other financial instruments the Group
determines fair values using other valuation techniques. The objective of valuation techniques is to
arrive at a fair value determination that reflects the price that would be received to sell the asset or
paid to transfer the liability in an orderly transaction between market participants at the
measurement date,

The Group uses widely recognised valuation models for determining the fair value of common and
more simple financial instruments, like interest rate and currency swaps that use only observable
market data and require little management judgment and estimation. Observable prices and model
inputs are usually available in the market for listed debt and equity securities, exchange traded
derivatives and simple over the counter derivatives like interest rate swaps.

For more complex instruments, such as investments in private equity funds, the Group uses annual
audited financial statements and quarterly management reports of underlying investment funds
which use proprietary valuation models. For determination of fair values of investments in private
equity funds as at 31 December 2017 the Group engaged an independent valuation which also used
proprietary valuation models. Some or all of the significant inputs into these models may not be
observable in the market, and are derived from market prices or rates or are estimated based on
assumptions. Example of instruments involving significant unobservable inputs include equity
securities for which there is no active market.
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Kazyna Capital Management JSC
Nates 1o the Consolidated Financial Statements for the year ended 31 December 2018

Fair values of financial instruments, continued
Fair value hierarchy

The Group measures fair value using the following fair value hierarchy that reflects the significance
of the inputs used in making measurements:

* Level 1: quoted market price (unadjusted) in an active market for an identical instrument.

¢ Level 2: inputs other than quotes prices included within Level 1 that are observable either
directly (i.e., as prices) or indirectly (i.e., derived from prices). This category includes
instruments valued using: quoted market prices in active markets for similar instruments;
quoted prices for similar instruments in markets that are considered less than active; or
other valuation techniques where all significant inputs are directly or indirectly observable
from market data.

* Level 3: inputs that are unobservable. This category includes all instruments where the
valuation technique includes inputs not based on observable data and the unobservable
inputs have a significant effect on the instrument’s valuations. This category includes
instruments that are valued based on quoted prices for similar instruments where significant
unobservable adjustments or assumptions are required to reflect difference between the
instruments.

The Group has a control framework with respect to the measurement of fair values. This framework
includes engagement of independent valuation by qualified appraisal which reports to the Chief
Financial Officer, and which has overall responsibility for independently verifying the results of
trading and investment operations and all significant fair value measurements. Specific controls
include:

* verification of observable pricing;
* areview and approval process for new models and changes to models;
* quarterly calibration and back testing of models against observed market transactions;

* review of significant unobservable inputs, valuation adjustments and significant changes to the
fair value measurement of Level 3 instruments compared to previous period.

The table below analyses financial instruments measured at fair value as at 31 December 201 8, by
the level in the fair value hierarchy into which the fair value measurement is categorised. The
amounts are based on the values recognised in the statement of financial position;

‘000 KZT Level 1 Level 2 Level 3 Total
Financial instruments at FVTPL

-Equity instruments - - 104,516,133 104,516,133
-Debt instruments - - 2,671,563 2,671,563
- Derivative liabilities S (9,869,170) 5 (9,869,170}
Available-for-sale financial assets

- Debt instruments 43,637,502 990,996 - 44,628,498

43,637,502 (8,878,174) 107,187,696 141,947,024
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Kazyna Capital Management JSC
Notes o the Consolidated Financial Statements for the year ended 31 December 2018

Fair values of financial instruments, continued
Fair value hierarchy, continued

The table below analyses financial instruments measured at fair value at 31 December 201 7, by the
level in the fair value hierarchy into which the fair value measurement is categorised. The amounts
are based on the values recognised in the statement of financial position:

‘000 KZT Level 1 Level 2 Level 3 Total

Financial instruments at FVPL

-Equity instruments - - 62,480,863 62,480,863

-Debt instruments - - 3,723,791 3,723,791

- Derivative liabilities e {8,026,656) - (8,026,656}

Auvailable-for-sale financial assets

- Debt instruments 55,461,134 4,987,479 - 60,448,613
55,461,134 (3,039,177) 66,204,654 118,626,611

The following table shows a reconciliation for the year ended 31 December 2018 for fair value
measurements in Level 3 of the fair value hierarchy:

Equity and debt
‘000 KZT securities
Balance at the beginning of the year 66,204,654
Net gains or losses in profit or loss 4,032,816
Purchases 54,515,031
Sales {17,564,805)
Balance at the end of the year 107,187,696

The following table shows a reconciliation for the year ended 31 December 2017 for fair value
measurements in Level 3 of the fair value hierarchy:

Equity and debt
‘000 KZT securities
Balance at the beginning of the year 61,591,729
Net gains or losses in profit or loss 951,013
Purchases 6,281,790
Sales {2,619,878)
Balance at the end of the year 66,204,654

The Group’s investments in equity investments categorised as level 3 comprise holdings in
investment funds. These funds invest primarily in private equity, through purchasing unlisted
ordinary shares of businesses in emerging markets (predominantly Kazakhstan and Russia). To
determine the fair value of the Group’s holdings in these investment funds, the Group engaged an
independent appraiser for the years ended 31 December 2018 and 31 December 2017. The approach
followed by the appraiser was to estimate the fair value of the underlying portfolio investments
(businesses) held by each fund, and then calculate the Group’s share of this business value. As a
cross check, the appraiser also reviews fair values of investments as reported by each of the funds,
and assesses the basis for material differences between the appraised fair value and fair values
reported by the managers,

58



65

£6€'1 %S -+ $1502 [RILIOISTH yoeosdde 1509 L98'LT
plL'E %S </+ §1500 [ILIOISTH yoeoidde 150 68T°bL FuuesuiBus
samod aaneumy
LLL'8ST %S 1+ (reydnnu)/ya g yoeoadde sanesredwo) LPS'SLI'S
AN %S -1+ SMO[] YSED pajumoosi(] yoeosdde awooug LES011
$86'9 %S -/+ el Aunejop sjspow Fuonrd $69'6€1
uondo sajoysg-yor[g . du
768'sT %S ~/+ oes Amejop sjopow Surond 6E8°11S e
uondo sajoyog-yoe|g
0s8°11L %S -1+ et ANmejoA sfapow dwoud T66'9€T vl
uondo sajogag-yoelg
S|eLR) B IS JqruOSEdy nduj yaeoadde uonenjup Aleys sayetado Ausduiod

TOPINIISUOI pun J|qeatasqoun yueduBig

judwaBenewr radosg

s.dnoan jo anjea ey yorym ui Ansnpug

‘paBueydun urewsar sajqelea Joyi0 Jje Jurunsse ‘a18p Buriodai ay) je a[qissod Kjqeuosear aom s13pisuod dnoin) oy
Y1y sndut asayy ur syIys Joj sisA[eue AJIAnIsuas e Yiim J91j1a80) ‘g1 07 JaquIada(] [ ¢ 18 se AY2IRISY anfeA J1BJ SY) UT ¢ [9A9] SE PasLIOFajes spuny Ayinbs ajeand jo
satuedwod orjoyued Suikrapun sty uSis jsow oy jo Suumsesw Y up pua rea4 je pasn sindur ajqeasasqoun Jueoyugis jnoqe UOHBULIOJUT JNO §195 MO[aq 3[qe) Y|,

‘suondwnsse A3y u safueys o} sjewnsa anjea Jigy ssasteidde sy jo Ananisuas ayy pue
‘sjusunsaAut ofjoyuod asay; snjea oy pasn yseosdde uonen[eA ay) ‘spuny JUIUNSSAUL 3 AQ P[aY SHUSWISIATL orjoyuod yueoyugis souwr o} smoys 3]qe) Suimorjo} sy

*3]942 aJ1[ 5, ss0UISNq 3Y) W aFes ay) pur ‘sajqesedwod 1yJew Jo Anjiqe|ieae
3y ‘pawIadu0D ssIUISNq A1y JO 2Inyeu A uo Suipuadap ‘syusunsaau; o1ojuod SwApapun syy onjea o} Jasterdde o) Aq pasn aam sanbiuyss) uonenea jo Jaqunu vy

PAaNUYEOd ‘AQIvIINY IN[BA J18,]
PONUNUOD ‘SUIUWNIISU] [BIOUBUIJ JO ANBA JTB]

8107 43quadaq [¢ papua 403k aif1 40f SIUSWIVIS [DIXUDY] PAIDPIOSUOT) Yy} OF SAHON
IS suasmadvunyy pondo) pudzoy

(@
144



L8L'Y %S -+ AVN ol uawsnlpy yoeoxdde 1509 0EL'S6
616'15 %S “/+ AVN 01 usunsnipy yoeosdde 1500 LLE'RED']
PLIEL %6 -/+ AVN 01 uaunsnipy yoeosdde 1s0) £81°Eob'( Ansnpur Suissasold
0§919Z %1 -/+ SMOYJ ysea pajunodsiq yoeodde awoouy 166'Z€8°'E
Lps'88 %S -1+ AVN ol juawisnlpy yoeoudde 1500 6€6°0LL T J—
TIS'8PI %S “/+ $1500 [BILIOISIH yoeosdde 1507 EET'9L6'T
999°6¢1 %S -1+ AVN 01 uaunsnlpy yoeodde 150 PUE'€66'C
890'991 %€ -+ AVN 01 jusunsnfpy yoeoudde 150D [443 PN sansiSo[ pue uodsuel )
Z0£°9L1 %I -/+ SMO[J Ysea pajunoasi yseosdde swoauy LED'OTS S
905°L00°C %S I+ S1955€ 12U JO Anjep yoeosdde anjea 1z1°081'0t
S12ssE 120 pasnipy
S|BLI2)BIE NONILLSU0D IS J|GenosEay ynduai a[qeAIasqoun gaeoadde gogen[e s aaeys s, dnoir) jo anjeA JBq sa)jerado Auedurod

pue ynamafenvw Atadoag BRI Yoy uj Ansnpig

panuyuod ‘Agdaesarg anfea e  (q)

PONUPUOD ‘SYUIWNIIST] [BIDUBULJ JO IN[EA I8 7

BI0Z 49quia2a(q [ £ papua 4024 2y 10f SIUIWDIDIS |IXIDULL] PADPOSUO?) 3N} 0] SIION
IS mawmaSvuvyy ropndp) putzny



9

69¢°s %S -+ SMO[J 1SBD PaIunoasic] yowoadde swooug L8E°L01
et %G -+ SMO[] Yseo pajunoasicy yoeoidde awoou] LEPFOG] Ansnpil [eomos)a
69T°'1L %S -/+ §1509 [eaLI0ISIH yoroudde 1s0) TLE'STY'L
. o armnousy
068'TLI %S -/+ §1502 {EILIOISIH yoeoidde 1500 008°LSH'E
L9E°TE %€ ~/+ AVN 01 jusunsnipy Yaeodde 150D ObE"LE9
L9£°TE %S ~/+ AVN 0} Juaunsnfpy yoeosdds 150 OvE'LP9
LIS Y %S -/+ AVN 0} jusaunsnfpy yoeodde 150 8€€°0€8 sansouduip feolpay
SIS %S -1+ AVN o1 juaunsnfpy yoeoidde 1503 YOELR0°1
S9E'yS %S -/+ AVN 01 uaunsnipy yoeordde 1500 FOELRO'T
TLI'PS %S ~/+ §1502 [EILIOISIH Yyovoadde 1505 i €80°1 S30INOSAI [RINJEN]
s[uLId)eW UIYS 3[qeuoseay Jnduy djqesiasqoun oeotdds aeys 5. dnoln jo anjea Jjeg
uonINLSu0I pue uesyudig uopen[EA sajetado Audwod

yjudwadeuvw L)radosg Yanm wy Ansnpuy

panupued ‘Agaarlarg anfea Q18 (q)

PINURUOD ‘S)WIWNIISU] [BIOUETY JO IN[EA JIB]  p7

RI0C 43qtua03Qq [€ papua 4vad 2y 40f SIUAWIIVIS DIUDUL] PADPIOSHOT) Y] 0F SIION
IS wawalpuoyy pondey vuloy



9

- - 969°L81°L01 [e10],
%6 -/+ S - 016'v15'9 1830
1€b'p1 %S -+ SMOJJ YSeO PaIUNossi] foecadde awosujg 919°8RT
S8H'LE %S -/+ (eydnnw)/ vya g yoeoxdde $69°6bL
aaneledwo) uaurueLI U
18€'6¥1 %S -/+ (s1dnnu) v Liga Yoeodde 919°486'C ’
aaneseduo))
195°01 %S -/+ uonejonb yoseosdde SIT'11T
a3ueyoxa-y201g aaneredwo)
ILE'TI %S -1+ 51800 [BYLIOISIH yoreoadde 1507 €TY'LYT
00Z's1 %S </+ uonejonb yoeoxdde $66'€0€ $301AIDS eroUEuL{
JFueyoxa-3001g aaneredwo)) : : ;
S0€'9¢ %S -/+ (Gandninw) ya Liga yoeordde 150 1609211
LLL'PT %65 -1+ SMO[J YseD payunoasi(] yaeosdde aurooug 8ES°SHT
$901A108
LE6'ES %S -1+ SMO[J [SBD PAIUNoasLq aeosdde awosug SPI°6L0°1 UONBIUNURLCIID ]
s[elIaeuW UIYs d|qenoseay] induy ajqeatasqoun yoeoadde aleys s,dnoasy jJo anjea ey sa)eaado Auedwod
UONINIISUOD pus JusdUBIg uongeN[EA qaym uy Ansnpuj

yuswadeuew Lysadoag

panunuod ‘Aqasetorg anfea Jigg  (q)

PINUHUOD ‘SHUIUINIISUE [EIDULUY JO IN[BA Jj8]  §T

8107 42quasaq [g papua 4vad 3if 10f StatuDIS [D1OUDULY paIopijosuo’y aiy1 01 sajoN
IS wamazdnuvgy tordo) pudzoy



£9

$SL'T %S -/+ SMO[J YSed P3Junoosi(] yoeotdde awoouy 060°SS
yic'c 946 =4 AVN 0} uaunsnipy yoeosdde 1s0)) 9.7°99 Sumaaurdus samod JAnBWIY
L19'6ST %S ~/+ AVN 01 uaunsnipy yoecadde 150D TEE'TOI'S
gsT'ol %S ~/+ AVN 01 uaunsnfpy yoeoxdde 1503 101°502
LOE 601 %S -/+ AVN 0) juaunsn{py yoeoxdde 150D Ib1'981°C
SuueomBua Jamog
095°9Z1 %S -1+ AVN ol jusunsnfpy yoeoidde 1500 90Z'1€5'T
vTE'1L9 %S -/+ AVN 01 aunsnfpy yoeodde 3s0) LLb'OTY T
S[BlI3)8W Mys ndui ajqearasqoun Jaeosdde uonenje s aaeys s,dnoasy Jo snfea Jisg sajutado
UOHINIISU0d pue 2|qBUOSEIY juzayudig Aueduiod yaym uy £nsnpuy

Juswradewew aadoig

"padueyoun urewal sajqeLIeA 1910 [[e Sununsse ‘ojep Juriodal aip je syqissod Ajqeuosear azom s1opIsuod dnoir) sy
yorgm syndut asoyy Ul YIS J0j sisATeur ANANISUS € (M 1911080 *£ [QF JOqUIIS(T [€ I SE AUoreialy anfeA Jrej o) Ul ¢ [9A2] se pasuioFajes spuny Ajmba ajeaud jo
sanuredwos orjoynod Suikpapun juesiyrudis isow oy Jo SuLmsesw ) pus Jeak je pasn sjndul sjqeasssqoun JuesyuUSs Moqe UCHRULIOJUT J0O S13S mojaq a[qe) ay [,

PaNUNU0d ‘AYIIBINY IN[RA 118,

PaNunuod ‘sudWN.SUI [BIOUBUL JO IN[BA 1IB]

8102 43qua03Q [ £ papua 40ak aiyl 40f SIS [DIUDUL] PIIDPIOSUOD) 11 OF SAON
28T ranmadvunyy pondoy pulzoy

@
¥e



90t'8 %S 1+ AVN o1uaunsnfpy yoeoudde 1509 611891
mOm..NN °45€ =+ mBOE _.—mmo PRUNOISIC :ouo._n—n_u eliileRif) —O—.Ow.v
606 ¥ %46 i+ AVN 01 waumsafpy yoeoldde 150 881°368 Ansnpuy Sutssasorg
00L°081 %S -1+ SMO[J YSED PIIUNOISI(] yoeoadde swroouj LO0'F19C
061°981 846 -/+ SMO]J S22 PAUNO0SI(T yorosdde autoouy 16L°€ZL'E
OLLET %6 -/+ SMO[] 4SED PajUnoasi(] oeoadde awmooup 10F'SLE
9800t %S -/+ AVN o1 juaunsnfpy yoeoxdde 3509 1zL'108
86 946 “/+ AVN 01 uaunsnipy yaeosdde 150 1+8'$96°1 $aDIALS soNISIT0] pue uonetodsurs |
£6£°671 %S -/+ AVN o1 juaunsnfpy yoeosdde 3509 LSO'L8S'T
A aadl %G I+ SMO[J Ysed pajunoasig yoreoidde awooug L8V 888T
S[eLI)BUI }ys nduj ajqeAatasqoun yavosdde uonunjep aseys s,dnoas) jo anjea Jaey sajetado
UONINISUOI pue Jqeuoseay] Juedudig Aurdurod garym uy Ansnpug

Juawadeusw £)1adoag
panuyuod ‘Aydaeiany anjea a18yg  (q)

PanuUNuO0d ‘SIUIUWINIISUT [BIOUBUJ JO IN[BA A1 b7

8107 43quia03(F | £ papua 1024 24} 10f SIHAUADIT |DIDULELS PRIUPIOSUO?) 2yt of sajoN
IS wawmadvuogy joydo) vulzoy



59

8+9°01 %S -/+ AVN 01 jusunsnlpy yoeoidde 150D LS6'TIT
LLS'LT (andnpu)vyqrigd yoeosdde (% 198 {49
%€ -/+ aaneredwon)
: . SIIIAISS [RIDUBUL]
$8L'8T %6 -1+ (sardnnw)/va Liga tjorosdde 90L°SLS
sanmedwoyy
620°'1€ %S -/+ AVN 0 waunsnfpy Yyoeoidde 150y #85°0T0°1
£20'y %G /4 (andupnw)valigs ?_“H_M_ahwu 06+°08 Ansnpus [eownaalg
: dde 350 . s|elaIe
LI %S ~/+ AVN o1 juaunsnipy R oeserl uononnsuos pue jnawadeuew Luadoig
ObL'8L %S -+ AVN 0 wounsnfpy yoeordde 1503 POLYLS I amynoudy
6vS'6¥I1 %S ~/+ AVN 01 Juaunsafpy Yyoeosdde 1509 0L6'066°T ’
£68°€T %S ~/+ AVN 0} juaunsnfpy yaeordde 150 090°LLY
9.8'9C %S “/+ AVN ot uaunsnipy yoeoudde 1507 9TSLES sonsouSep [eapay
9It'pp %S ~/+ AVN 03 usunsnlpy yoeoadde 1507 81£°888 ’ T
7569 %S ~/+ AVN 01 uaunsnfpy yoeoidde 1500 6b0°6£6
189°0L1 %S ~/+ SMO[J YSEY POIUNoIsiq yoeosdde swoou] 019°'t1¥'E §30IM0Sal [RIEN
s|uLI3ew Niys ndug Yovoadde uonenfes areys sajesado Aupdwod a1y b1 Ansnpu)
UonINISUG) pue ajqeuoseay] Jlqearasqoun Juedjingig s,dnoasy jo anjea ey

Juduadeunwr Apradoag

RIOT 43quiada(q [ papua 4024 21} 40f SIMBISIDIG [DIJUDL]] PAIDPIOSHOD) 24 01 SAON

IS rawadounpy oandoy) vudzoy

Panupuod ‘AYdIvId1] In[eA I8

PaNUNUO) ‘S)UIWNIISUT [BIIUBUL JO INJEBA J18,]

(@
¥



o9

PS9‘POZ 99 |moj,
) ) ; - 8+£'829'0 »nno
L8O'E %S -/+ (andnmuw)vqrigd yoeordde aanesedwo)) 9¢L'19 ABojouya],
165°Z1 %S ~/+ AVN 01 juounsnlpy yoroidde js0) 020°15T
SIDIAIDS =O_~mo.q:=§=oou_u.._..
0T8'L6 %S ~/+ AVN 01 uaunsafpy yoeoxdde 150D T6£'966°1
LIEST 045 ~/+ (eatdymun) vy g L1ga yoeosdde aaneredwo) SHE'90¢
€10°LE %€ ~/+ (sondnmu)/ v 1199 yoeosdde saneredwo) S9Z‘OFL usunneauyg
vOL 06 %S ~/+ (andppnu) v riga toeosdde aaneredwo)) 680°P18°1
sjerIajew s ndug ajqeatasqoun yovordde wonevniep aseys s,dnoasy Jo anjea Jey s3jutado
UONINIISUOD pue I BUOSEIY JusIudIg Augdurod qamyam uy Ansnpug

yuawadsuew Atadoag

panunuod ‘Ayaseiany anfea a18  (q)

PaNUNUOD ‘SHWWNISUY [EIDUBULJ JO IN[EA JI8  p7

8107 42quadaq [ £ papua 4098 ays 10f SIUaWIDIS [DIGUDULY PIIDPIOSUC) i1 OF SIION
IS wawadoupgy tondp)y vudzny



24
(b)

Kazyna Capital Management JSC
Notes to the Consolidated Financial Statements for the year ended 31 December 2018
Fair value of financial instruments, continued
Fair value hierarchy, continued

The following table analyses the fair value of financial instruments not measured at fair value, by
the level in the fair value hierarchy into which each fair value measurement is categorised as at 31
December 2018.

Total carrying
‘000 KZT Level 2 Total fair values amount
Assets
Cash and cash equivalents 6,672,269 6,672,269 6,672,269
Amounts due from credit institutions 25,070,425 25,070,425 25,070,425
Investment financial assets 1,283,502 1,283,502 1,283,502
Gther financial assets 38,782 38,782 38,782
Debt securities issued (40,150,736) (40,150,736) {40,150,736)
Other financial liabilities (224,619) (224,619) (224,619)

The following table analyses the fair value of financial instruments measured at fair value, by the
level in the fair value hierarchy into which each fair value measurement is categorised as at
31 December 2017:

Total carrying
‘000 KZT Level 2 Total fair values amount
Assets
Cash and cash equivalents 9,064,474 9,064,474 9,064,474
Amounts due from credit institutions 7,254,801 7,254,801 7,254,801
Other financial assets 69.506 69.506 69.506
Other financial liabilities {197,020) (197,020) (197,020)
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