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Joint Stock Company Unified Accumulative Pension Fund

Statement of Management’'s Responsibilities
For the Preparation and Approval of the Financial Statements
For the year ended 31 December 2019

Management of Joint Stock Company Unified Accumulative Pension Fund (“the Fund”) is responsible
for the preparation of the financial statements that present fairly the financial position of the Fund as
at 31 December 2019, and the related statements of profit or loss and other comprehensive income,
changes in equity and cash flows for the year then ended, and of significant accounting policies and
notes to the financial statements (“the financial statements”) in compliance with International
Financial Reporting Standards ("IFRS”).

In preparing the financial statements, management is responsible for:

. Properly selecting and applying accounting policies;

° Presenting information, including accounting policies, in a manner that provides relevant,
reliable, comparable and understandable information;
° Providing additional disclosures when compliance with the specific requirements in IFRSs are

insufficient to enable users to understand the impact of particular transactions, other events and
conditions on the Fund’s financial position and financial performance; and
® Making an assessment of the Fund’s ability to continue as a going concern.

Management is also responsible for:

° Designing, implementing and maintaining an effective and sound system of internal controls,
throughout the Fund;

° Maintaining adequate accounting records that are sufficient to show and explain the Fund'’s
transactions and disclose with reasonable accuracy at any time the financial position of the Fund,
and which enable them to ensure that the financial statements of the Fund comply with IFRS;

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

. Taking such steps as are reasonably available to them to safeguard the assets of the Fund; and

e Detecting and preventing fraud and other irregularities.

The financial statements of the Fund for the year ended 31 December 2019 were authorized for issue
by the Management of the Fund on 16 March 2020.

On behalf of the Management Board:
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Deloitte LLP
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INDEPENDENT AUDITOR'S REPORT

To the Shareholder of Joint Stock Company Unified Accumulative Pension Fund
Opinion

We have audited the financial statements of Joint Stock Company Unified Accumulative
Pension Fund (“the Fund”), which comprise the statement of financial position as at

31 December 2019, and the statement of profit and loss and other comprehensive income,
statement of changes in equity and statement of cash flows for the year then ended, and
notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material
respects, the financial position of the Fund as at 31 December 2019, and its financial
performance and its cash flows for the year then ended in accordance with International
Financial Reporting Standards (“"IFRSs™).

Basis for Opinion

We conducted our audit in accordance with Internationai Standards on Auditing ("ISAs”™).
Dur responsibilities under those standards are further described in the Auditor’s
Responsibifities for the Audit of the Financial Statements section of our report. We are
independent of the Fund in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (the “IESBA Code”) together with
the ethical requirements that are relevant to our audit of the 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
Financial Statements

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

In preparing the financial statements, management is responsible for assessing the Fund’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 Fund or to cease operations, or has no realistic alternative but to
do so.

Those charged with governance are responsible for overseeing the Fund’s financial
reporting process.

Deloitte refers to one or more of Deloitte Touche Tehmatsu Limited, a UK private company limited by guarantee {“DTTL"), its
network of member firms, and their refated entities. DTTL and each of its member firms are legally separate and independent
entities. DTTL (alse referrad 1o as “Deloitte Global™) does net provide services to clients. Fiease see www.deloitte com/about for
a more detailed description of DTTL and its member firms.

© 2020 Deloitte LLP. Aff rights reserved,



Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s 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 financial statements.

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

° Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide
a basis for our opinion. The risk of not detecting a material misstatement resulting
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 Fund’s internal control.

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

e 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 Fund’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to
the related disclosures in the 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 auditor’s report. However, future events or conditions
may cause the Fund to cease to continue as a going concern.

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

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

Statement of Profit or Loss and Other Comprehensive Income

For the year Ended 31 December 2019

(in thousands of Kazakhstani Tenge)

Year ended
31 December

Year ended
31 December

Notes 2019 2018

Commission income 5, 24 58,010,578 60,076,680
Commission expense 6, 24 (9,596,562) (8,192,785)
Net commission income 48,414,016 51,883,895
Net interest income 7,24 11,849,268 8,174,306
Net gain on financial assets at amortized cost - 1,195.531
Recovery of provision for impairment losses 20 690,509 404,486
Net foreign exchange (loss)/gain (609) 469
Other operating (expense)/income, net 24 (83,883) 491,107
Operating income 60,869,301 62,149,794
Personnel expenses 8, 24 (7,900,275) (7,917,825)
General administrative expenses 9, 24 (3,999,522) (4,308,062)
Profit before income tax 48,969,504 49,923,907
Income tax expense 10, 24 (7,599,208) (8,632,391)
Net profit 41,370,296 41,291,516
Other comprehensive income, net of income tax
Items that will not be reclassified subsequently to profit or

loss:
Gain on revaluation of property and equipment (net of income tax

2019: KZT 12,156 thousand, 2018: KZT 5,509 thousand) 60,782 27,544
Other comprehensive income 60,782 27,544
Total comprehensive income 41,431,078 41,319,060

On behalf of the Management Board:
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Kurmanov Zhanat.Bostangvich
Chairperson of#ha Managemant Board
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Sarinova Arankul Zhaksylykovna
Chief Accountant — Accounting
Department Director
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Joint Stock Company Unified Accumulative Pension Fund

Statement of Financial Position
As at 31 December 2019
(in thousands of Kazakhstani Tenge)

31 December

31 December

Notes 2019 2018

ASSETS
Cash and deposits with the National Bank of the Republic of

Kazakhstan 11, 24 18,182,738 7,572,852
Financial assets at amortised cost 12, 24 142,768,315 109,673,955
Commission receivable 13, 24 5,227,942 6,729,407
Current tax asset 24 12,796 302,091
Property, equipment and intangible assets 14 4,218,710 3,321,852
Investment property 15 6,148,801 7,647,811
Rights-of-use assets 24 682,610 -
Deferred tax assets 10 259,235 287,328
Other assets 16, 24 1,067,197 876,275
Total assets 178,568,344 136,411,571
LIABILITIES AND EQUITY
Commission payable to NBRK for fiduciary management of the

Plan 17:.24 602,372 571,088
Lease liabilities 24 764,449 =
Other liabilities 18, 24 1,611,049 1,661,813
Total liabilities 2,977,870 2,232,901
EQUITY
Share capital 19 7,114,244 7,114,244
Statutory reserve 19 4,056,517 4,056,517
Revaluation reserve for property and equipment 70,386 27,976
Retained earnings 164,349,327 122,979,933
Total equity 175,590,474 134,178,670
Total liabilities and equity 178,568,344 136,411,571

On behalf of the Management Board:

Wl

ey

Kurmanov Zhanat Boﬁtanowch

Chalrperson of ¥ 1anag ‘e\mgnt Board

Almaty
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Sarinova Afmankul Zhaksylykovna
Chief Accountant - Accounting
Department Director
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Joint Stock Company Unified Accumulative Pension Fund

Statement of Cash Flows
For the year ended 31 December 2019
(in thousands of Kazakhstani Tenge)

Year ended Year ended
31 December 31 December
Notes 2019 2018
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before income tax 48,969,504 49,923,907
Adjustments for:
Depreciation and amortisation 9, 14 1,114,749 1,162,971
Depreciation and amortisation of rights-of-use assets 9 559,752 -
Gain on disposal of financial assets at amortised cost - (12,055)
Loss on disposal of properly, equipment and intangible assets 7,005 8,291
Loss on revaluation of property, equipment 14 217,330 -
Loss/(gain) on revaluation of investment property 15 459,914 (13,457)
Other reserves 63,351 505,124
Recovery of provision for impairment loss 20 (690,509) (404,486)
Net foreign exchange loss /(gain) 609 (469)
Net interest income 7 (11,849,268) (8,174,306)
Decrease/(increase) in operating assets
Commission receivable 1,501,465 (4,897,974)
Other assets (249,832) (545,407)
Increase/(decrease) in operating liabilities
Commission payable to NBRK for fiduciary management of the Plan 31,284 (9,731,210)
Lease liabilities (247,396) -
Other liabilities (119,299) (418,094)
Cash inflow from operations before income taxes 39,768,659 27,402,835
Income tax paid (7,281,820) (5,918,157)
Net cash inflow from operating activities 32,486,839 21,484,638

CASH FROM INVESTING ACTIVITIES
Placements of deposits in the NBRK

Proceeds from deposits in the NBRK
Acquisition of financial assets at amortised cost

(2,633,697,000)
2,622,424,095
(275,494,445)

(1,273,857,899)
1,291,619,000
(918,373,543)

Maturity of financial assets at amortised cost 245,988,239 865,558,571
Purchases of property, equipment and intangible assets 14 (1,131,886) (923,463)
Interest received 8,931,501 4,308,375
Proceeds from investment property 15 31,838 -
Purchase of reverse repurchase agreements - (28,260,011)
Sale of reverse repurchase agreements = 36,260,011
Net cash outflow from investing activities (32,947,658) (23,668,959)
CASH FROM FINANCING ACTIVITIES

Repayment of lease liabilities (339,333) =
Net cash used in financing activities (339,333) -
Net decrease in cash and cash equivalents (800,152) (2,184,321)
Effect of changes in exchange rates on cash and cash equivalents (620) 3,246
Cash and cash equivalents as at the begjnning of the year 11 1,116,286 3,297,361
Cash and cash equivalents as at the end of the year 11 315,514 1,116,286

On behalf of the Management Board:

il ity

Kurmanov Zhanat Bostanovich

Department Director

16 March 2020
Almaty

The noégs-on pages 8 .43 form "ﬂtegral part of these financial statements.

Sarinov& Amankul Zhaksylykovna
Chief Accountant - Accounting




Joint Stock Company Unified Accumulative Pension Fund

Notes to the Financial Statements
For the year ended 31 December 2019
(in thousands of Kazakhstani Tenge)

1.

Organization
Organization and operations

JSC Unified Accumulative Pension Fund (hereinafter -“the Fund”) initially was incorporated

on 17 December 1997 by the Government of the Republic of Kazakhstan as CISC “State
Accumulative Pension Fund” in accordance with Decree No. 1372 dated 24 September 1997. The
fund was established under the pension reform undertaken in the Republic of Kazakhstan in
1997, in the transition to a defined conliibution pension system. On 1 February 2005, the Fund
was re-registered as JSC “State Accumulative Pension Fund “SAPF”,

On 21 June 2013, the new edition of the Law of the Republic of Kazakhstan “On pensions in the
Republic of Kazakhstan” (hereinafter - “the Law on pensions”) was approved. In accordance with
the Law on pensiens, all mandatory pension and mandatory professional pension contributions in
the Republic of Kazakhstan are to be accumulated by the Fund, and all pension assets and
liabilities accumulated to that date at other accumulation pension funds were to be transferred
to the Fund. The transfer of pension assets and liabilities started on 11 October 2013 and ended
on 26 June 2014,

On 31 July 2013, the Government of the Republic of Kazakhstan issued a Decree No. 747 on the
rename of the JSC “State Accumulative Pension Fund “SAPF” to non-commercial JSC “Unified
Accumulative Pension Fund”. On 22 August 2013, the Fund was re-registered as JSC “Unified
Accumulative Pension Fund” due to the change in its name. According to the Charter and the
Law on pensions, the Fund is a not-for-profit organisation, consequently, the Fund does not
declare and pay any dividends on its shares. The sole shareholder of the Fund in accordance
with the Law on pensions is the Government of the Republic of Kazakhstan, represented by the
Committee of State Property and Privatisation of the Ministry of Finance of the Republic of
Kazakhstan (hereinafter - “the CSPP*). In accordance with the Law on pensions and the
Agreement on fiduciary management signed by the National Bank of Republic of Kazakhstan
(hereinafter - “the NBRK”) on 24 September 2013 and by the CSPP on 25 September 2013, the
state portfolio of shares of the Fund was passed under the fiduciary management to the NBRK.
In accordance with the Agreement on fiduciary management signed by National Bank of the
Republic of Kazakhstan No. 362 dated 26 August 2013, custody, accounting and investment
management of pension assets accumulated at the Fund is performed by the NBRK.

The Fund performs the function of pension funds accumulation for the pension plan assets
(hereinafter - “the Plan”). In accordance with the Law on pensions and the Charter, the principal
activities of the Fund are:

e bringing of mandatory and voluntary pension, and professional pension contributions;
. payment of accumulated pensions.

As at 31 December 2019 and 2018, the Plan’s pension assets were held in the custody of the
NBRK.

In accordance with the Law on pensions, the Fund is authorised to receive a commission from
the Plan not exceeding 7.5% of investment income on pension plan assets and not exceeding
0.025% per month of total pension assets.

In accordance with Article 53 of the Law on pensions, the Management Board of the NBRK
issued a Resolution "On setting the commission fee of ISC “Unified Accumulative Pension Fund”
for 2020 No. 179 dated 11 November 2019. In accordance with this Resolution, starting from

1 January 2020, the Plan pays a commission fee of 2% from the total amount of the investment
income (2019 ~ 5%), 0.011% from the total amount of the pension assets {2018 - 0.015%).




Joint Stock Company Unified Accumulative Pension Fund

Notes to the Financial Statements
For the year ended 31 December 2019 (Continued)
(in thousands of Kazakhstani Tenge)

In 2019, the Fund received commission income on investment income from pension plan assets
of 5.00% (2018: 5.25%}. The calculation and accrual of commission income is made in
accordance with the Rules for charging commissions by the unified accumulative pension fund
approved by the Resolution of the National Bank of the Republic of Kazakhstan No. 185 dated
26 July 2013, on @ monthly basis and the investment income from the Pension Plan assets
accrued for the month is used to calculate the results of which the value of the Pension Pian
assets Is calculated, which is used for the calculation of the commission income of the Pension
Plan assets.

In 2019, the Fund received commission income of 0.015% per month on pension plan assets
(2018: 0.015% per month). The calculation is performed on a monthly basis and for the
calculation the Plan uses the value of the pension plan assets as at the first day of the month
preceding the month for which the calculation and accrual of commission income is made. In the
calculation, the Plan uses the value of pension plan assets without accrual of investment income
from pension plan assets estimated in accordance with the Rules *On accounting and valuation
of pension assets” developed by the NBRK in Decree No. 24 dated 26 February 2014
{hereinafter - “the Valuation Rules”).

Commission income rates on pension plan assets and on investment income from pension plan
assets for 2019 were determined in accordance with Regulation No. 279 of the Management
Board of the NBRK dated 29 October 2018.

In addition to accounting of the Plan’s assets, the Fund conducts operations with its own assets,
which are reflected in the current financial statements. The pension plan’s assets are disclosed in
the financial statements of the Plan’s pension assets and are not reflected in these financial
statements in accordance with the Pension Law, the Fund maintains accounting and prepares
financial statements, as well as presents financial and other statements, primary statistical data
to NBRK separately for:

- Pension plan assets formed from compulsory pension contributions, compulsory professional
pension contributions and voluntary pension contributions;

- Own assets intended to ensure the financial and economic activities of the Fund.

The Fund’s legal address is Republic of Kazakhstan, Almaty, 223 Nazarbayev Avenue, 247, zip
code A15T6MS, As at 31 December 2019 and 2018, the Fund had 18 branches operating in the
Republic of Kazakhstan.

As at 31 December 2019 and 2018, the Fund had 1,584 and 1,574 employees, respectively.
Shareholder

As at 31 December 2019 and 2018, the sole shareholder of the Fund was the Government of the
Republic of Kazakhstan represented by the CSPP.

Significant accounting policies
Statement of compliance

These financial statements have been prepared in accordance with International Financial
Reporting Standards (“IFRS").

These financial statements have been prepared assuming that the Fund is a going cencern and
will continue operation for the foreseeable future.

These financial statements are presented in thousands of Kazakhstani tenge ("KZT thousand”),
unless otherwise indicated.




Joint Stock Company Unified Accumulative Pension Fund

Notes to the Financial Statements
For the year ended 31 December 2019 (Continued)
(in thousands of Kazakhstani Tenge)

Basis of preparation

These financial statements have been prepared on the historical cost basis except for certain
properties and financial instrurments.

Exchange rates for the currencies in which the Fund transacts were as follows:

31 December 31 December

2019 2018

KZT/1 US Dollar (USD) 382.59 384.20
KZT/1 Eurc (EUR) 429 439.37
KZT/1 Russian Ruble (RUR) 6.16 5.52

The same accounting policies, presentation and methods of computation have been followed
the year ended 31 December 2019 as were applied in the preparation of the Fund’s financial
statements for the year ended 31 December 2018.

Impact of initial application of IFRS 9 Financial Instruments

In the 2018 year, the Fund has applied IFRS 9 Financial Instruments (as revised in

July 2014) and the related consequential amendments to other IFRS Standards that are effective
for an annual period that begins on or after 1 January 2018. The transition provisions of IFRS 9
allow Fund not to restate comparatives. Corresponding information was not restated,

as the modified retrospective approach was applied on transition, which allows recognition of
differences to be accounted for in the opening retained earnings at the beginning of the period.
Additionally, the Fund adopted consequential amendments to IFRS 7 Financial Instruments:
Disclosures that were applied to the disclosures for 2018.

IFRS 9 introduced new requirements for:

1. The classification and measurement of financial assets and financial liabilities,
2. Impairment of financial assets; and
3. General hedge accounting.

Net interest income

Interest income for ail financial instruments except for those classified as held for trading or
those measured or designated as at fair value through profit or loss (FVTPL) are recognised as
Interest income in the profit or loss account using the effective interest method. Interest on
financial instruments measured as at FVTPL is included within the fair value movement during
the period, see Net gain/{loss) on financial assets at FVTPL.

The effective interest rate (EIR) is the rate that exactly discounts estimated future cash flows
of the financial instrument through the expected life of the financial instrurment or, where
appropriate, a shorter period, to the net carrying amount of the financial asset or financial
liability. The future cash flows are estimated taking into account all the contractual terms

of the instrument.

The calculation of the EIR includes all fees and points paid or received between parties to

the contract that are incrementat and directly attributable to the specific lending arrangement,
transaction costs, and alfl other premiums or discounts. For financial assets at FVTPL transaction
costs are recognised in profit or loss at initial recognition.

The interest income is calculated by applying the EIR to the gross carrying amount of non-credit
impaired financial assets (i.e. at the amortised cost of the financial asset before adjusting for
any expected credit loss allowance), or to the amortised cost of financial liabilities. For credit-
impaired financial assets, the interest income is calculated by applying the EIR to Lhe amortised
cost of the credit-impaired financial assets (i.e. the gross carrying amount [ess the aliowance for
expected credit losses (ECLs)). For financial assets purchased or originated credit-impaired
(POCI) the EIR reflects the ECLs in determining the future cash flows expected to be received
from the financial asset.

16




Joint Stock Company Unified Accumulative Pension Fund

Notes to the Financial Statements
For the year ended 31 December 2019 (Continued)
(in thousands of Kazakhstani Tenge)

Fee and commission income/expense

Fee and commission income include fees other than those that are an integral part of EIR

{see above). Calculation of fee and commission income is disclosed in Note 1. The costs of
services and feos to be paid are recognized when services are rocelved, Commission expenses
include the basic commission calculated differentially, depending on the group of the portfolio of
financial instruiments (from 0 to 0.06% per month), in accordance with Appendix 1 to the
Agreement on trust management services for pension assets of Fund No. 362NB dated

26 August 2013.

Net gain/(loss) on financial assets at FVTPL

Net gain/{loss) on financiai assets at FVTPL includes all gains and losses from changes in the fair
value of financial assets.

Financial assets

All financial assets are recognized and derecognized on a trade date where the purchase or sale
of a financial asset is under a contract whose terms require delivery of the financial asset within
the timeframe established by the market concerned, and are initially measured at fair value,
plus transaction costs, except for those financial assets classified as at FVTPL. Transaction costs
directly attributable to the acquisition of financial assets classified as at FVTPL are recognized
immediately in profit or loss.

All recognized financial assets that are within the scope of IFRS 9 are required to be
subsequently measured at amortized cost or fair value on the basis of the entity’s business
model for managing the financial assets and the contractual cash flow characteristics

of the financial assets.

Specifically:

. Debt instruments that are held within a business model whose objective is to collect
the contractual cash flows, and that have contractual cash flows that are solely payments
of principal and interest on the principal amount outstanding {SPPI), are subsequently
measured at amortized cost;

. Debt instruments that are held within a business model whose objective is both to collect
the contractual cash flows and to sell the debt instruments, and that have contractual cash
flows that are SPPI, are subsequently measured at FVTOCI;

) All other debt instruments (e.g. debt instruments managed on a fair vaiue basis, or held for
sale) and equity investments are subsequently measured at FVTPL.

Debt instruments at amertized cost or at FVTOCI

The Fund assesses the classification and measurement of a financial asset based on
the contractual cash flow characteristics of the asset and the Fund’s business model for
managing the asset.

For an asset to be classified and measured at amortized cost or at FVTOCI, its contractual terms
should give rise to cash flows that are solely payments of principal and interest on the principal
outstanding (SPPI).

For the purpose of SPPI test, principal is the fair value of the financial asset at initial recognition.
That principal amount may change over the life of the financial asset (e.q. if there are
repayments of principal). Interest consists of consideration for the time value of money,

for the credit risk associated with the principal amount outstanding during a particular peried of
time and for other basic lending risks and costs, as well as a profit margin. The SPPI assessment
is made in the currency in which the financial asset is denominated.
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Contractual cash flows that are SPPI are consistent with a basic lending arrangement.
Contractual terms that introduce exposure to risks or volatility in the contractual cash flows that
are unrelated to a basic lending arrangement, such as exposure to changes in equity prices or
commodity prices, do not give rise to contractual cash flows that are SPPI. An originated or

an acquired financial asset can be a basic lending arrangement irrespective of whether it is

a loan in its legal form,

An assessment of business models for managing financial assets is performed at the date of
initial application of IFRS 9 to determine the classification of a financial asset. The business
model is applied retrospectively to all financial assets existing at the date of initial application of
IFRS 9. The Fund determines the business models at a level that reflects how groups of financial
assets are managed together to achieve a particular business objective. The Fund’s business
model does not depend on management’s intentions for an individual instrument; therefore,

the business model assessment is performed at a higher level of aggregation rather than on

an instrument-by-instrument basis,

The Fund has more than one business model for managing its financial instruments that reflect
how the Fund manages its financial assets in order to generate cash flows. The Fund’s business
models determine whether cash flows will result from collecting contractual cash flows, selling
financial assets or both.

The Fund considers all relevant information available when making the business model
assessment. However, this assessment is not performed based on scenarios that the Fund does
not reasonably expect to occur, such as so-called ‘worst case’ or ‘stress case’ scenarios.

The Fund takes into account all relevant evidence available such as:

. How the performance of the business model and the financial assets held within that
business model are evaluated and reported to the entity’s key management personnel;

. The risks that affect the performance of the business model (and the financial assets held
within that business model) and, in particular, the way in which those risks are managed;
and

. How managers of the business are compensated (e.g. whether the compensation is based
on the fair value of the assets managed or on the contractual cash flows collected).

At initial recognition of a financial asset, the Fund determines whether newly recognized financial
assets are part of an existing business model or whether they reflect the commencement of

a new business model. The Fund reassess its business models each reporting period to
determine whether the business models have changed since the preceding period.

For the current reporting period, the Fund has not identified a change in its business models.

When a debt instrument measured at FVTOCI is derecognized, the cumulative gain/loss
previously recognized in OCI is reclassified from equity to profit or loss. In contrast,

for an equity investment designated as measured at FVTOCI, the cumulative gain/loss
previously recognized in OCI is not subsequently reclassified to profit or ioss but transferred
within equity. Debt instruments that are subsequently measured at amortized cost or at FVTOCT
are subject to impairment.

Financial assets at FVTPL

Financial assets at FVTPL are:

. Assets with contractual cash flows that are not solely SPPI; or/and

e Assets that are held in a business model other than held to collect contractual cash flows or
held to collect and sell; or

. Assets designated at FVTPL using the fair value option.

These assets are measured at fair value, with any gains/losses arising on remeasurement
recognized in profit or loss.
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Reclassifications

If the business model under which the Fund holds financial assets changes, the financial assets
affected are reclassified. The classification and measurement requirements related to the new
category apply prospoctively from the first day of the first reporting period following the change
in business model that result in reclassifying the Fund’s financial assets. Changes in contractual
cash flows are considered under the accounting policy on Modification and derecognition of
financial assets described below,

Impairment

The Fund recognizes loss allowances for expected credit losses (ECLs) on the following financial
instruments that are not measured at FVTPL:

. Cash and deposits with the National Bank of the Republic of Kazakhstan;
. Financial assets at amortised cost;
. Other assets.

No impairment loss is recognized on equity investments.
ECLs are required to be measured through a loss allowance at an amount equal to:

. 12-month ECL, i.e. lifetime ECL that result from those default events on the financial
instrument that are possible within 12 months after the reporting date, (referred to
as Stage 1}); or

* Full lifetime ECL, i.e. lifetime ECL that result from all possible default events over the life
of the financial instrument, (referred to as Stage 2 and Stage 3).

A loss allowance for full lifetime ECL is required for a financial instrument if the credit risk on
that financial instrument has increased significantly since initial recognition. For all other
financial instruments, ECLs are measured at an amount equal to the 12-month ECL.,

ECLs are a probability-weighted estimate of the present value of credit losses. These are
measured as the present value of the difference between the cash flows due to the Fund under
the contract and the cash flows that the Fund expects to receive arising from the weighting of
multiple future economic scenarios, discounted at the asset’s EiR.

Credit-impaired financial assets

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. Credit-impaired financial
assets are referred to as Stage 3 assets. Evidence of credit-impairment includes observable data
about the following events:

. Significant financial difficulty of the borrower or issuer;

. A breach of contract such as a default or past due event;

° The lender of the borrower, for economic or contractual reasons relating to the borrower’s
financial difficulty, having granted to the borrower a concession that the lender would not
otherwise consider;

. The disappearance of an active market for a security because of financial difficulties; or

. The purchase of a financial asset at a deep discount that reflects the incurred credit losses.

It may not be possible to identify a single discrete event instead; the combined effect of several
events may have caused financial assets to become credit-impaired. The Fund assesses whether
debt instruments that are financial assets measured at amortized cost or FVTOCI are credit-
impaired at each reporting date. To assess if sovereign and corporate debt instruments are
credit impaired, the Fund considers factors such as bond yields, cradit ratings and the ability

of the borrower to raise funding.
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Pefinition of default

Critical to the determination of ECL is the definition of default. The definition of default is used in
measuring the amount of ECL and in the determination of whether the loss allowance is based
on 12-month or lifetime ECL, as default is a component of the probability of default (PD) which
affects both the measurement of ECLs and the identification of a significant increase in credit
risk.

Significant increase in credit risk

The Fund monitors all financial assets that are subject to the impairment requirements to assess
whether there has been a significant increase in credit risk since initial recognition. If there has
been a significant increase in credit risk, the Fund will measure the loss allowance based on
lifetime rather than 12-month ECL.

In assessing whether the credit risk on a financial instrument has increased significantly since
initial recognition, the Fund compares the risk of a default occurring on the financial instrument
at the reporting date based on the remaining maturity of the instrument with the risk of

a defauit occurring that was anticipated for the remaining maturity at the current reporting date
when the financial instrument was first recognized. In making this assessment, the Fund
considers both quantitative and qualitative information that is reasonable and supportable,
including historical experience and forward-looking information that is available without undue
cost or effort, based on the Fund’s historical experience and expert credit assessment including
forward-looking information.

The Fund allocates its counterparties to a relevant internal credit risk grade depending on their
credit quality. The quantitative information is a primary indicator of significant increase in credit
risk and is based on the change in lifetime PD by comparing:

. The remaining lifetime PD at the reporting date; with
. The remaining lifetime PD for this peint in time that was estimated based on facts and
circumstances at the time of initial recognition of the exposure.

The PDs used are forward looking and the Fund uses the same methodologies and data used to
measure the loss allowance for ECL.

The qualitative factors that indicate significant increase in credit risk are reflected in PD models
on a timely basis. However, the Fund still considers separately some qualitative factors to assess
if credit risk has increased significantly.

Given that a significant increase in credit risk since initial recognition is a relative measure,
a given change, in absolute terms, in the PD will be more significant for a financial instrument
with a lower initial PD than compared to a financial instrument with a higher PD.

Modification and derecognition of financial assets

A modification of a financial asset occurs when the contractual terms governing the cash flows of
a financial asset are renegotiated or otherwise modified between initial recognition and maturity
of the financial asset. A modification affects the amount and/or timing of the contractual cash
flows either immediately or at a future date.

When a financial asset is modified the Fund assesses whether this modification results

in derecognition. In accordance with the Fund’s policy a modification results in derecognition
when it gives rise to substantially different terms. To determine if the modified terms are
substantially different from the original contractual terms the Fund considers the following:

° Qualitative factors, such as contractual cash flows after modification are no longer SPPI,
change in currency or change of counterparty, the extent of change in interest rates,
maturity, covenants.
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If these do not clearly indicate a substantial modification, then:

. A quantitative assessment is performed to compare the present value of the remaining
contractual cash flows under the original terms with the contractual cash flows under
the revised terms, both amounts discounted at the original effeclive inlerest.

In the case where the financial assel is derecognized the loss allowance for ECL is remeasured
at the date of derecognition to determine the net carrying amount of the asset at that date.

The difference between this revised carrying amount and the fair value of the new financial asset
with the new terms will [ead to a gain or loss on derecognition.

When the contractual terms of a financial asset are modified and the modification does not result
in derecognition, the Fund determines if the financial asset’s credit risk has increased
significantly since initial recognition by comparing:

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

The Fund derecognizes a financial asset only when the contractual rights to the asset’s cash
flows expire (including expiry arising from a modification with substantially different terms), or
when the financial asset and substantially all the risks and rewards of ownership of the asset are
transferred to another entity. If the Fund neither transfers nor retains substantially all the risks
and rewards of ownership and continues to control the transferred asset, the Fund recognizes its
retained interest in the asset and an associated liability for amounts it may have to pay.

If the Fund retains substantially all the risks and rewards of ownership of a transferred financial
asset, the Fund continues to recognize the financial asset.

On derecognition of a financial asset in its entirety, the difference between the asset’s carrying
amount and the sum of the consideration received and receivable and the cumulative gain/loss
that had been recognized in OCI and accumulated in equity is recognized in profit or loss, with
the exception of equity investment designated as measured at FVTOCI, where the cumulative
gain/loss previously recognized in OCI is not subsequently reciassified to profit or loss.

On derecognition of a financial asset other than in its entirety (e.g. when the Fund retains

an option to repurchase part of a transferred asset), the Fund allocates the previous carrying
amount of the financial asset between the part it continues to recognize under continuing
involvement, and the part it no longer recognizes on the basis of the relative fair values of those
parts on the date of the transfer. The difference between the carrying amount allocated to

the part that is no longer recognized and the sum of the consideration received for the part no
longer recognized and any cumulative gain/loss allocated to it that had been recognized in OCI
is recognized in profit or loss. A cumulative gain/ioss that had been recognized in OCI is
allocated between the part that continues to be recognized and the part that is no longer
recognized based on the relative fair values of those parts. This does not apply for equity
investments designated as measured at FVTOCI, as the cumulative gain/loss previously
recognized in OCI is not subsequently reclassified to profit or loss.

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:

° For financial assets measured at amortized cost: as a deduction from the gross carrying
amount of the assets;

. For debt instruments measured at FVTOCI: no loss allowance is recognised in
the statement of financial position as the carrying amount is at fair value. However,
the loss allowance is included as part of the revaluation amount in the investments
revaluation reserve,
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Financial liabilities

Financial liabilities are initially measured at fair value, net of transaction costs. Other financial
liabilities are subsequently measured at amortised cost using the effective interest method.

The effective interest method is @ method of calculating the amortised cost of a financial liability
and of allocating interest expense over the relevant period.

Derecognition of financial liabilities

The Fund derecognizes financial liabilities when, and only when, the Fund's obligations are
discharged, cancelfed or have expired. The difference between the carrying amount

of the financial liability derecognized and the consideration paid and payable is recognized
in profit or loss.

When the Fund exchanges with the existing lender one debt instrument into another one with
substantially different terms, such exchange is accounted for as an extinguishment

of the original financial liability and the recognition of a new financial liability. Similarly, the Fund
accounts for substantial modification of terms of an existing liability or part of it

as an extinguishment of the original financial liability and the recognition of a new liability, It is
assumed that 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 rate is at least 10 per cent different from the discounted present
value of the remaining cash flows of the original financial liability. If the modification is not
substantial, the difference between: (1) the carrying amount of the liability before

the modification; and (2} the present value of the cash flows after medification should be
recognised in profit or loss as the modification gain or loss within other gains and losses.

Effect of transition

The following table set out the classification and measurement impact of adopting IFRS 9 on the
statement of financial position and retained earnings including the effect of replacing IAS 39
fncurred credit loss calculations with IFRS 9 expected credit loss calculations. Remeasurement
represents changes in the carrying amount of the financial assets due to changes in their
measurement. A reconcilfation between the carrying amounts under IAS 39 to the balances
reported under IFRS 9 as at 1 January 2018 is as follows:

As at As at
31 December 1 January
2017, 2018,
IAS 39 IAS 39 IFRS 9 IFRS 9
Measurement Carrying Reclassifi- Remeasu- Carrying Measurement
category Amount cation rement Amount category
Cash and
deposits with Amortized Amortized
the NBRK cost 27,434,003 - {(87) 27,433,916 cost
Financial assets
available-for- Available-
sale for-sale 59,549,660 (59,549,660) - - FVOCI
Financial assets
at amortised Held-to- Amortized
cost maturity - 59,549,660 (15,197) 59,534,463 cost

Functional currency

Items included in the financial statements are measured using the currency of the primary of the
economic environment in which the entity operates (“the functional currency”). The
presentational currency of the financial statements of the Fund is the Kazakhstani tenge (“"KZT"}.
All values are rounded to the nearest thousand tenge, except when otherwise indicated.
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Offsetting

Financial assets and financial liabilities are offset and the net amount reported in the statement
of financial position only when there is a legally enforceable right to offset the recognised
amounts and there is an intention to settle on a net basis, or to realise the assets and settle the
tiability simultaneousty. Income and expense is not offset in the statement of profit or loss
unless required or permitted by any accounting standard or interpretation, and as specifically
disclosed in the accounting policies of the Fund.

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, unrestricted balances on corresponded and
term deposits with the National Bank of the Republic of Kazakhstan with original maturity of less
or equal to 3 months and amounts due from credit institutions with original maturity of less or
equal to 3 months and are free from contractual encumbrances.

Property and equipment

Land, buildings and vehicles held for use in the production or supply of goods or services, or for
administrative purposes, are stated in the statement of financial position at their revajued
amounts, being the fair value at the date of revaluation, less any subsequent accumulated
depreciation and subsequent accumulated impairment losses.

Revaluations are performed with sufficient regularity such that the carrying amounts do not
differ materially from those that would be determined using fair values at the end of each
reporting period.

Any revaluation increase arising on the revaluation of such land, buildings and vehicles is
recognised in other comprehensive income and accumulated in equity, except to the extent that
it reverses a revaluation decrease for the same asset previously recognised in profit or loss, in
which case the increase is credited to profit or loss to the extent of the decrease previously
expensed.

A decrease in the carrying amount arising on the revaluation of such land, buildings and vehicles
is recognised in profit or loss to the extent that it exceeds the balance, if any, held in the
properties revaluation reserve relating to a previous revaluation of that asset,

Depreciation on revalued buildings and vehicles is recognised in profit or loss. On the
subsequent sale or retirement of a revalued property, the attributable revaluation surplus
remaining in the properties revaluation reserve is transferred directly to retained earnings.

Land owned by the Fund is not depreciated.

Fixtures and equipment are stated at cost less accumulated depreciation and accumulated
impairment losses.

Depreciation is recognised so as to write off the cost or valuation of assets less their residual
values over their useful lives, using the straight-line method. The estimated useful lives, residual
values and depreciation method are reviewed at the end of each reporting period, with the effect
of any changes in estimate accounted for on a prospective basis at the following annual rates:

Buildings and other real estate 2.5%
Computer equipment 20-50%
Office equipment 4.0-100.0%
Transport 14.3% - 20.0%
Intangible assets 10%-100.0%
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An item of preperty and equipment is derecognised upon disposal or when no future economic
benefits are expected to arise from the continued use of the asset. Any gain or loss arising on
the disposal or retirement of an item of property and equipment is determined as the difference
between the sales proceeds and the carrying amount of the asset and is recognised in profit or
loss.

Intangible assets
Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired separately are carried at cost less
accumulated amortisation and accumulated impairment losses. Amortisation is recognised on a
straight-line basis over their estimated useful lives. The estimated useful life and amortisation
method are reviewed at the end of each reporting period, with the effect of any changes in
estimate being accounted for on a prospective basis. Intangible assets with indefinite useful lives
that are acquired separately are carried at cost less accumulated impairment losses.

Internally-generated intangible assets

Intangible assets created by own resources - research and development work. Expenditure on
research activities is recognized as an expense in the period in which it is incurred.

An internally-generated intangible asset arising from development {or from the development
phase of an internal project) is recognised if, and only if, all of the following have been
demonstrated:

. The technical feasibility of completing the intangible asset so that it will be available for use

or sale;

The intention to complete the intangible asset and use or sell it;

The ability to use or sell the intangible asset;

How the intangible asset will generate probable future economic benefits;

The availability of adequate technical, financial and other resources to complete the

development and to use or sell the intangible asset; and

. The ability to measure reliably the expenditure attributable to the intangible asset during
its development.

The amount initially recognised for internally-generated intangible assets is the sum of the
expenditure incurred from the date when the intangible asset first meets the recognition criteria
listed above. Where no internally-generated intangible asset can be recognised, development
expenditure is recognised in profit or loss in the period in which it is incurred.

Subsequent to initial recognition, internally-generated intangible assets are reported at cost less
accumulated amortisation and accumulated impairment losses, on the same basis as intangible
assets that are acquired separately.

Derecognition of intangible assets

An intangible asset is derecognised on disposal, or when no future economic benefits are
expected from use or disposal. Gains or losses arising from derecognition of an intangible asset,
measured as the difference between the net disposal proceeds and the carrying amount of the
asset, are recognised in profit or loss when the asset is derecognised.
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Impairment of tangible and intangible assets

At the end of each reporting period, the Fund reviews the carrying amounts of its tangible and
intangible assets to determine whether there is any indication that those assets have suffered an
impairment loss. If any such indication exisls, Uie recoverable amount of the assct Is ostimated In
order to determine the extent of the impairment loss (if any). When it is not possible to estimate
the recoverable amount of an individual asset, the Fund estirnates the recoverable amount of the
cash-generating unit to which the asset belongs. When a reasonable and consistent basis of
allocation can be identified, corporate assets are also allocated Lo individual cash-yeneraling units,
or otherwise they are allocated to the smallest group of cash-generating units for which a
reasonable and consistent allocation basis can be identified.

Investment property

Investment property is property held to earn rentals and/or for capital appreciation (including
property under construction for such purposes). Investment property is measured initially at

cost, including transaction costs. Subsequent to Initial recognition, investment properties are

measured at fair value. Gains and losses arising from changes in the fair value of investment
properties are included in profit or [oss in the period in which they arise,

An investment property is derecognised upon disposal or when the investment property is
permanently withdrawn from use and no future economic benefits are expected from the
disposal. Any gain or loss arising on derecognition of the property (calculated as the difference
between the net disposal proceeds and the carrying amount of the asset) is included in-profit or
loss in the period in which the property is derecognised.

Taxation
Income tax expense represents the sum of the tax currently payable and deferred tax.
Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit before tax as
reported in the statement of profit or loss and other comprehensive income because of items of
income or expense that are taxable or deductible in other years and items that are never taxable
or deductible. The Fund's current tax is calculated using tax rates that have been enacted or
substantively enacted by the end of the reporting period.

Deferred tax

Deferred tax is recognised on temporary differences between the carrying amounts of assets
and liabilities in the financial statements and the corresponding tax bases used

in the computation of taxable profit. Deferred tax liabilities are generally recognised for all
taxable temporary differences. Deferred tax assets are generally recognised for all deductible
temporary differences to the extent that it is probable that taxable profits will be available
against which those deductible temporary differences can be utilised. Such deferred tax assets
and liabilities are not recognised if the temporary difference arises from the initial recognition
{other than in a business combination) of assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting profit. In addition, deferred tax liabilities are not
recognised if the temporary difference arises from the initial recognition of goodwill.

Deferred tax assets arising from deductible temporary differences associated with such
investments and interests are only recognised to the extent that it is probable that there will be
sufficient taxable profits against which to utilise the benefits of the temporary differences and
they are expected to reverse in the foreseeable future.
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The carrying amount of deferred tax assets is reviewed at the end of each reporting period and
reduced to the extent that it is no longer probable that sufficient taxable profits will be available
to allow ali or part of the asset to be recovered. Deferred tax liabilities and assets are measured
at the tax rates that are expected to apply in the period in which the liability is settled or

the assct realised, based on tax rates (and tax laws) that have been enacted or substantively
enacted by the end of the reporting period,

The measurement of deferred tax liabilities and assets reflects the tax consequences that would
follow from the manncr in which the Fund expects, at the end of the reporting perivd, lo recover
or settle the carrying amount of its assets and liabilities.

For the purposes of measuring deferred tax liabilities and deferred tax assets for investment
properties that are measured using the fair value model, the carrying amounts of such properties
are presumed to be recovered entirely through sale, uniess the presumption is rebutted.

The presumption is rebutted when the investment property is depreciable and is held within

a business model whose objective is to consume substantially all of the economic benefits
embodied in the investment property over time, rather than through sale. The Fund management
reviewed the Fund’s investment property portiolios and concluded that none of the Fund’s
investment properties are held under a business model whose objective is to consume
substantially all of the economic benefits embodied in the investment properties over time, rather
than through sale. Therefore, the Fund’s management has determined that the ‘sale’ presumption
set out in the amendments to IAS 12 Income Taxes is not rebutted. As a result, the Fund has not
recognised any deferred taxes on changes in fair value of the investment properties as the Fund is
not subject to any income taxes on the fair value changes of the investment properties on
disposal.

Current and deferred tax for the year

Current and deferred tax are recognised in profit or loss, except when they relate to items that
are recognised in other comprehensive income or directly in equity, in which case, the current
and deferred tax are also recognised in other comprehensive income or directly in equity
respectively.

Operating taxes

The Republic of Kazakhstan, where the Fund operates also have various taxes, other than
income tax, which are applied to the Fund’s activities. These taxes are included as a component
of operating expenses in the statement of profit or loss and other comprehensive income.

Provisions

Provisions are recognised when the Fund has a present obligation {legal or constructive)
as a result of a past event, it is probable that the Fund will be required to settle the obligation,
and a reliable estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle
the present obligation at the end of the reporting period, taking into account the risks and
uncertainties surrounding the obligation. When a provision is measured using the cash flows
estimated to settle the present obligation, its carrying amount is the present value of those cash
flows (when the effect of the time value of money is material).

When some or all of the economic benefits required to settie a provision are expected to be
recovered from a third party, a receivable is recognised as an asset if it is virtually certain that
reimbursement will be received and the amount of the receivable can be measured reliably.
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Foreign currencies

In preparing the financial statements of the Fund, transactions in currencies other than the
Fund's functional currency (foreign currencies) are recognised at the rates of exchange
prevailing at the dates of the transactions. At the end of each reporting period, monetary items
denominated in foreign currencies are retranslated at the rates prevailing at that date. Non-
monctary items carried at fair value that are denominated in foreign currencles are retranslated
at the rates prevailing at the date when the fair value was determined. Non-monetary items that
are measurcd in terms of historical cost in a foreign currency are nol relranslated.

Exchange differences on monetary items are recognised in profit or loss in the period in which
they arise.

Equity reserves

The reserves recorded in equity on the Fund’s statement of financial position includes
revaluation reserve for property and equipment.

Critical accounting judgements and key sources of estimation
uncertainty

In the application of the Fund’s accounting policies the Fund management is required to make
judgements, estimates and assumptions about the carrying amounts of assets and liabilities that
are not readily apparent from other sources. The estimates and associated assumptions are
based on historical experience and other factors that are considered to be relevant. Actual
results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and future periads if the revision affects
both current and future periods,

Critical accounting judgements
Business model assessment

Classification and measurement of financial assets depends on the results of the SPPI and

the business model test. The Fund determines the business modei at a level that reflects how
groups of financial assets are managed together to achieve a particular business objective. This
assessment includes judgement reflecting all relevant evidence including how the performance
of the assets is evaluated and their performance measured, the risks that affect the performance
of the assets and how these are managed and how the managers of the assets are
compensated. The Fund monitors financial assets measured at amortized cost or fair valye
through other comprehensive income that are derecognized prior to their maturity to understand
the reason for their disposal and whether the reasons are consistent with the objective

of the business for which the asset was held. Monitoring is part of the Fund’s continuous
assessment of whether the business model for which the remaining financial assets are held
continues to be appropriate and if it is not appropriate whether there has been a change in
business model and so a prospective change to the classification of those assets,

Significant increase of credit risk

As explained in Note 2, ECL are measured as an allowance equal to 12-month ECL for stage 1
assets, or lifetime ECL assets for stage 2 or stage 3 assets. An asset moves to stage 2 when its
credit risk has increased significantly since initial recognition. IFRS 9 does not define what
constitutes a significant increase in credit risk. In assessing whether the credit risk of an asset
has significantly increased the Fund takes into account qualitative and quantitative reasonable
and suppoitable forward looking information,
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Models and assumptions used

The Fund uses various models and assumptions in measuring fair value of financial assets

as well as in estimating ECL. Judgement is applied in identifying the most appropriate model for
each type of asset, as wall as for determining the assumptions used In these models, Including
assumptions that relate to key drivers of credit risk.

Useful lives of property, plant and equipment

As described above, the Fund reviews the estimated useful lives of property and equipment at the
end of each annual reporting period.

Recoverability of deferred tax assets

The management of the Fund is confident that no valuation allowance against deferred tax assets
at the reporting date is considered necessary, because it is more likely than the deferred tax asset
will be fully realized. The carrying value of deferred tax assets amounted to KZT 259,235 thousand
and KZT 287,328 thousand as at 31 December 2019 and 2018, respectively.

Application of new and revised International Financia! Reporting
Standards (IFRSs)

New and amended IFRS Standards that are effective for the current year
Leases

Impact of initial application of IFRS 16 Leases. In the current year, the Fund has applied IFRS 16
(as issued by the IASB in January 2016) that is effective for annual periods that begin on or
after 1 January 2019.

IFRS 16 introduces new or amended requirements with respect to lease accounting. It
introduces significant changes to lessee accounting by removing the distinction between
operating and finance lease and requiring the recognition of a right-of-use asset and a lease
liability at commencement for all leases, except for short-term leases and leases of low value
assets. In contrast to lessee accounting, the requirements for lessor accounting have remained
largely unchanged. Details of these new requirements are described in note 3. The impact of the
adoption of IFRS 16 on the Fund's financial statements is described below.

The date of initial application of IFRS 16 for the Fund is 1 January 2016.
The Fund has applied IFRS 16 using the modified retrospective approach, without restatement of
the comparative information.

Impact of the new definition of a lease

The Fund has made use of the practical expedient available on transition to IFRS 16 not to
reassess whether a contract is or contains a lease. Accordingly, the definition of a lease in
accordance with IAS 17 and IFRIC 4 will continue to be applied to those contracts entered or
modified before 1 January 2019.

Impact on Lessee Accounting

Operating leases: IFRS 16 changes how the Fund accounts for leases previously classified as
operating leases under 1AS 17, which were off balance sheet.
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Applying IFRS 16, for all leases (except as noted below), the Fund:

(a) Recognises right-of-use assets and lease liabilities in the statement of financial position,
initially measured at the present value of the future lease payments;

(b) Recognises depreciation of right of use assets and Interest on lease liabilities in profit or
loss;

(¢} Separates Lhe lolal amount of cash pald into a principal portlon (presented within financing
activities) and interest (presented within operating activities) in the statement of cash
flows.

Lease incentives (e.g. rent-free period) are recognised as part of the measurement of the right-
of-use assets and lease liabilities whereas under IAS 17 they resulted in the recognition of a
lease incentive, amortised as a reduction of rental expenses generally on a straight-line basis.
Under IFRS 16, right-of-use assets are tested for impairment in accordance with IAS 36.

For short-term leases (lease term of 12 months or less) and leases of low-value assets (such as
tablet and personal computers, small items of office furniture and telephones), the Fund has
opted to recognise a lease expense on a straight-line basis as permitted by IFRS 16. This
expense is presented within ‘other expenses’ in profit or loss.

Leases are classified as finance leases whenever the terms of the lease transfer substantially all
the risks and rewards of ownership to the lessee. All other leases are classified as operating
leases.

Impact on Lessor Accounting

IFRS 16 does not change substantially how a lessor accounts for leases. Under IFRS 16, a lessor
continues to classify leases as either finance leases or operating leases and account for those
two types of leases differently. However, IFRS 16 has changed and expanded the disclosures
required, in particular with regard to how a lessor manages the risks arising from its residual
interest in leased assets.

Under IFRS 16, an intermediate lessor accounts for the head lease and the sub-lease as two
separate contracts. The intermediate lessor is required to classify the sub-lease as a finance or
operating lease by reference to the right-of-use asset arising from the head lease (and not by
reference to the underlying asset as was the case under IAS 17).

23




Joint Stock Company Unified Accumulative Pension Fund

Notes to the Financial Statements
For the year ended 31 December 2019 (Continued)
{in thousands of Kazakhstani Tenge)

In the current year, the Fund has applied a number of amendments to IFRS Standards and
Interpretations issued by the IASB that are effective for an annual period that begins on or after
January 1, 2019. Their adoption has not had any material impact on the disclosures or on the
amounts reported in these financial statements.

Amendments to IFRS 9 The Fund has adopted the amendments to IFRS 9 for the first time in
Prepayment Features with the current year. The amendments to IFRS 9 clarify that for the
Negative Compensation purpose of assessing whether a prepayment feature meets the ‘solely

payments of principal and interest’ {(SPPI) condition, the party
exercising the option may pay or receive reasonable compensation for
the prepayment irrespective of the reason for prepayment. In other
words, financial assets with prepayment features with negative
compensation do not automatically fait SPPI.

Annual Improvements to IFRS The Fund has adopted the amendments included in the Annual

Standards 2015-2017 Cycle Improvements to IFRS Standards 2015-2017 Cycle for the first time in the
Amendments to IAS 12 Income current year, The Annual Improvements include amendments to the following
Taxes standard:

IAS 12 Income Taxes. The amendments clarify that the Fund should
reccgnise the income tax consequences of dividends in profit or loss, other
comprehensive income or equity according to where the Fund originally
recegnised the transactions that generated the distributable profits. This is
the case irrespective of whether different tax rates apply to distributed and
undistributed profits.

IFRIC 23 Uncertainty over Income The Fund has adopted IFRIC 23 for the first time in the current year. IFRIC

Tax Treatments 23 sets out how to determine the accounting tax position when there is
uncertainty over income tax treatments, The Interpretation requires the Fund
to:

© determine whether uncertain tax positions are assessed separately or
as a group; and
e assess whether it is probable that a tax authority will accept
an uncertain tax treatment used, or proposed to be used, by an entity
in its income tax filings:
® If yes, the Fund should determine its accounting tax position
consistently with the tax treatment used or planned to be used in
its income tax filings.
° If no, the Fund should reflect the effect of uncertainty in
determining its accounting tax position using either the most
likely amount or the expected value method.

New and revised IFRSs in issue but not yet effective

At the date of authorisation of these financial statements, the Fund has not applied the following
new and revised IFRSs that have been issued but are not yet effective:

Amendments to IAS 1 and IAS 8 Definition of material
Conceptual Framework Amendments to References to the Conceptual Framework in IFRS
Standards

The management of the Fund do not expect that the adoption of the Standards listed above will
have a significant impact on the financial statements of the Fund in future periods.
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5.

Commission income

Year ended Year ended

31 December 31 December

2019 2018

Commission from investment income on Pension Plan assets 40,563,014 45,427,644
Commission on Pension Plan assets 17,447,564 14,649,036
Total commission income 58,010,578 60,076,680

In accordance with the Law on pensions, the Fund is authorised to receive a commission from
the Plan not exceeding 7.5% of investment income from pension plan assets and not exceeding
0.025% per month of total pension assets.

In 2019, the Fund received commission income on investment income from pension plan assets
of 5.00% (2018: 5.25%). The calculation and accrual of commission income is made on a
monthly basis and the investment income from the Pension Plan assets accrued for the month is
used to calculate the results of which the value of the Pension Plan assets is cailculated, which is
used for the calculation of the commission income of the Pension Plan assets.

In 2019, the Fund received commission income of 0.015% per month on pension plan assets
{2018: 0.015% per month). The calculation is performed on a monthly basis and for the
calculation the pension plan uses the value of the pension plan assets as at the first day of the
month preceding the month for which the calculation and accrual of commission income is made.
In the calculation, the pension plan uses the value of pension plan assets without accrued
investment income.

Commission income rates on pension plan assets and on investment income from pension plan

assets for 2019 were determined in accordance with regulation No. 279 of the Management
Board of the NBRK dated 29 October 2018.

Commission expense

Year ended Year ended

31 December 31 December

2019 2018

Fiduciary management of pension assets by the NBRK 6,110,040 5,221,493
Custedy operations 2,912,685 2,384,785
Bank services 415,220 544,491
Other 158,617 42,016
Total commission expense 9,596,562 8,192,785

In 2019 and 20183, the Fund paid base commission to the NBRK, which was differentiated based
on the financial instrument portfolio group (from 0 to 0.06% per month), in accordance with
Appendix 1 to the State Procurement Agreement for the Fiduciary Management of the Fund No.
362NB dated 26 August 2013, According to Resolution of the Board of Directors of the NBRK
No. 22 dated 19 March 2018, the payment of commission on success fee was cancelled.

Bank services represents services of second-tier banks related to transfers, accruals and
payments of pension savings.

The statement "Other” includes reimbursement of expenses to the State Corporation for the
provision of pension payments in the amount of KZT 117,364 thousand (2018: KZT Nil) and
payment order services for pension assets in the amount of KZT 41,253 thousand

{2018: KZT 42,016 thousand).
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7.

Net interest income

Year ended
31 December

Year ended
31 December

2019 2018
Interest income comprises:
Financial assets recorded at amortized cost:
- unimpaired financial assets 11,939,635 8,174,306
Total interest income 11,939,635 8,174,306
Financial assets recorded at amortized cost comprises:
Debt securities at amortized cost 10,717,098 6,638,935
Term deposits with the NBRK 1,222 537 1,481,525
Amounts recejvable under reverse repurchase agreements - 53,782
Current accounts with banks - 64
Total interest income on financial assets recorded at amortized
cost 11,939,635 8,174,306
Interest expense on lease liabilitias (90,367) -
Net interest income before expected credit losses 11,849,268 8,174,306
Personnel expenses
Year ended Year ended
31 December 31 December
2019 2018
Employee compensation 7,188,530 7,230,653
Payroll related taxes 711,745 687,172
Total personnel expenses 7,900,275 7,917,825

General administrative expenses

Year ended
31 Pecember

Year ended
31 December

2019 2018
Depreciation and amortization 1,114,749 1,162,571
Depreciation and amortization of right-of-use assets 559,752 -
Communications and information services 336,983 390,911
Software support services 284,551 224,489
Post and information services for clients 270,471 255,941
Outreach services* 268,001 277,318
Repairs and maintenance 220,116 150,772
Taxes other than income tax 119,028 73,797
Utilities 113,436 122,979
Travel expenses 105,009 89,556
Transportation 96,985 95,177
Insurance 89,867 71,609
Professional services 61,592 102,023
Security 55,984 65,243
Lease expenses 49,535 782,813
Stationery 38,799 43,206
Bank services 30,410 32,143
Costs related to property, equipment 28,573 34,679
Membership fees 18,909 17,942
Fuel 6,790 5,446
Hospitality 1,649 2,199
Cther 124,333 306,848
Total general administrative expenses 3,999,522 4,308,062
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10.

Cutreach services include expenses for the production and placement of information materials in
the media and other communication channels. In the financial statements of the Fund for the
yvear ended 31 December 2018, expenses for the same services were reflected in the
“Advertising and marketing” of the *Generai administrative expenses”.

Income tax expense

The Fund calculates income tax for the current period on the basis of the tax accounting data
that is carried out in accordance with the requirements of the tax legislation of the

Republic of Kazakhstan in which the Fund operates, and these requirements may differ from
IFRS.

Due to the fact that some types of the expenses are not taken into account for the tax purposes,
and due to the availability of non-taxable income, the Fund has certain permanent tax
differences.

The deferred tax reflects the net tax effect of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts determined
for the tax purposes. The temporary differences as at 31 December 2019 and 2018 are mainly
related to different methods of income and expense recognition, as well as temporary
differences arising from differences in the carrying value and tax value of certain assets.

Year ended Year ended

31 December 31 December

2019 2013

Current tax expense (7,571,115) (6,697,184)
Deferred taxation movement due to origination and reversal of

temporary differences (28,093) (1,935,207)

Total income tax expense (7,599,208) (8,632,391)

In 2019 and 2018, the applicable tax rate for current and deferred tax is 20%.

Reconciliation of effective tax rate:

Year ended Year ended

31 December 31 December

2019 2018

Profit before income tax 48,969,504 49,923,907
Income tax at the applicable tax rate {20%) (9,793,901) (9,984,781}
Tax effect of non-taxable income 2,194,693 1,352,390
Income tax expense {7,599,208) {(8,632,391)

Net deferred tax assets as at 31 December 2019 and 2018 are presented as follows:

31 December 31 December

2019 2018

lLease liability 152,890 -
Commissicn payable to NBRK for fiduciary management 120,474 114,218
Other liabilities 235,971 280,922
Investment property {140,962) {90,844)
Property, equipment and intangible asset 28,618 {15,365)
Right-of-use assets (136,522) -
Accrued costs {1,234 {1,603)
Net deferred tax assets 259,235 287,328
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Deferred tax assets 2019 2018
As at January 1 287,328 2,222,535
Change in deferred income tax balances recognized in profit or loss (40,249) (1,940,716)
Change in deferred income tax balances recognized in other

comprehensive income 12,156 5,509
As at 31 January 259,235 287,328

11. Cash and deposits with the National Bank of the Republic of

Kazakhstan

31 December 31 December
2019 2018
Current accounts with banks 315,517 1,116,315
Term deposits with the NBRK 17,867,244 6,456,569
18,182,761 7,572,884
Less: allowance for expected credit losses {Note 20) (23) (32}

Total cash and deposits with the National Bank of the Republic
of Kazakhstan 18,182,738 7,572,852

As at 31 December 2015, cash and deposits with the NBRK included accrued interest income in
the amount of KZT 18,243 thousand (31 December 2018: KZT 7,569 thousand).

Cash and cash equivalents for the purpose of the statement of cash flows comprise the

following:

31 December

31 December

2019 2018

Current accounts with banks:
J5C Halyk Bank 314,666 1,115,509
Other banks 851 806
315,517 1,116,315
Less: allowance for expected credit losses (3) (29)
Total current accounts with banks 315,514 1,116,286

12. Financial assets at amortized cost

.

31 December

31 December

2019 2018
Dabt securities 147,126,744 114,618,249
Less: allowance for expected credit losses (Note 20) {4,358,429) {4,944,294)
Total financial assets at amortized cost 142 768,315 109,673,955
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31 December

31 December

2019 2018

Debt securities
Government bonds
Bonds of the Ministry of Finance of the Republic of Kazakhstan 88,135,403 34,975,977
Notes of NBRK 9,899,219 29,964,093
Total government bonds 98,034,622 64,940,070
Corporate bonds
Eurasian Development Bank 28,616,152 28,616,152
J5SC Development Bank of Kazakhstan 6,047,250 6,047,250
JSC KazTransGaz Aimak 5,085,020 - 5,088,243
J5C National Managing Holding Baiterek 5,003,958 5,003,958
LLP Buzgul Aurum 4,335,742 4,922,576
Tetal corporate bonds 49,062,122 49,678,179
Total debt securities before allowance for expected credit

losses 147,126,744 114,618,249
Less: allowance for expected credit losses (Note 20) {4,358,429) (4,944,294
Total debt securities 142,768,315 109,673,955

As at 31 December 2019 and 2018, financial assets at amortised cost included accrued interest
income in the amount of KZT 4,527,988 thousand and KZT 1,752,006 thousand, respectively.

13. Commission receivable

31 December

31 December

2019 2018
Comnission from investment income on Pension Plan assets 3,708,225 5,364,384
Commission on Pension Plan assets 1,519,717 1,365,023
Total commission receivable 5,227,942 5,729,407
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15. Investment Property

31 December 31 December

2019 2018

Beginning balance 7,647,811 19,080
Additions - 8,490,323
Disposals (31,838) -
Transfer to Property and equipment (1,007,258) (875,049
Net (loss)/gain on revaluation {459,914) 13,457
Ending balance 6,148,801 7,647,811

In 2019, due to changes in Management’s plan for the property, the Fund transferred the
property for KZT 1,007,258 thousand to Property, equipment and intangible assets category .

In 2018, due to changes in Management's plan for the property, the Fund transferred the
property for KZT 875,049 thousand plus VAT for KZT 105,000 thousand inte Property,
equipment and intangible assets category.

Included into other operating income is investment property rental income for the years ended
31 December 2019 and 2018 in the amount of KZT 379,618 thousand and
KZT 240,293 thousand, respectively,

Operating expenses arising from the investment property that generated rental income during
the year ended 31 December 2019 and 2018 were KZT 192,010 thousand and

KZT 99,078 thousand, respectively. Operating expenses arising from the investment property
that did not generate rental income during the year ended 31 December 2019 and 2018 were
KZT 32,420 thousand and KZT 9,745 thousand, respectively.

As at 31 December 2019 and 2018, the fair value of investment property was included in the
Level 3 in the amount of KZT 6,148,801 thousand and KZT 7,647,811 thousand, respectively.

The fair value was determined by independent appraisers. In estimating the fair value of the

properties, the highest and best use of the properties is their current use. There has been no
change to the valuation technique during 2019.

16. Other assets

31 December 31 December

2019 2018

Accrued interest receivables 237,500 -
Other accounts receivable 51,016 71,197
Rent receivable 40,386 17,861
Qther financial assets 20,206 11,200
349,108 100,258
Less: allowance for expected credit losses (Note 20) (38,129) (15,690)
Total other financial assets 310,979 84,568
Taxes other than income tax 365,601 403,833
Construction in progress 184,690 187,050
Inventory 69,255 89,585
Advances paid 25,127 17,587
Other non-financial assets 111,545 93,652
Total other non-financial assets 756,218 791,707
Totai other assets 1,067,197 876,275
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17. Commission payable to NBRK for fiduciary management of the Plan

31 December 31 December
o 2019 2018
Commission payable to NBRK for fiduciary management of the Plan 602,372 571,088

As at 31 December 2019, the commission payable was recognised for the services received in
December 2019 (Note 6), which was partlally pald to the NBRK on 21 and 27 January 2020.

The commission payable as at 31 December 2018 was recognised for the services received in
December 2019 {Note 6), and it was paid to the NBRK on 16 January 2019.

18. Other liabilities

31 December 31 December

2019 2018

Accounts payable 126,550 28,744
Vacation reserve 120,955 122,057
Other financial liabilities 883 13,440
Total other financial liabilities 248,388 164,241
Bonus reserve 653,230 869,164
Taxes payable other than income tax 255,303 182,590
Custody services 232,845 187,604
Communications and information services 9,399 83,235
Consulting services - 52,405
Qther nen-financial liabilities 211,884 122.574
Total other non-financial liabilities 1,362,661 1,497,572
Total other liabilities 1,611,049 1,661,813

19. Share capital
Issued capital

As at 31 December 2019 and 2018, the issued and outstanding share capital comprised of
9,489,248 ordinary shares in the amount of KZT 7,114,244 thousand.

Statutory reserve
According to the Law of the Republic of Kazakhstan *On Joint Stock Companies” effective before
amendments dated 8 July 2005, the Fund was required to maintain a reserve established from

the net income of the Fund. Currently there is no requirement to continue to transfer from
retained earnings to this statutory reserve.

Revaluation reserve for available-for-sale financial assets

The revaluation reserve for available-for-sale financial assets comprises the cumulative net
change in the fair value, until the assets are derecognised or impaired.
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20. Allowances for expected credit losses

The movements in accumulated allowances of financial assets at amortised cost, financial assets
available for sale, cash and deposits with NBRK, bank deposits, the allowances for impairment
losses of interest bearing and other assets were as follows:

Cash and
Financial assets at Other deposits
amortised cost Financial assets assets with NBRK Banks
{Note 12) availabie for sale (Note 16) (Note 11) depaosits
Stage 1 Stage 2 Stage 1 Stage 2 Stage t Stage 1 Stage 1 Total

31 December 2017 - - - (5,233,833) (4,717) - [15,569,754) (20,808,304}
Impact of Adopting IFRS 9 {15,197} - - - (87) - {15,284)
Restated opening

balance under

IFRS 9 (15,197) - - (5,233,833) (4,717) (87) (15,569,754) (20,823,588)
Transfer to Stage 1 - - - - - - - -
Transfer to Stage 2 - (5,233,833) - 5,233,833 - - - -
{Provision)/

recovery of provision (6,520) 311,256 - - (10,973} 55 110,668 404,486
31 December 2018 {21 717) (4,922,577) - - (15,690) (32) (15,459,086} (20,419,102)
Transfer to Stage 1 - - - - - - - -
Transfer to Stage 2 - - - - - - - -
Transfer to Stage 3 - - - - - - - -
(Additional provisions

recognized)/recovery of

provision (970) 586,835 - - (22,459) g 127,094 690,509
Write-offs - - - - 20 - - 20
31 December 2019 (22,687) {4,335,742) - - (38,129) {23) (15,331,992) (19,728,573}

21. Risk management

Management of risk is fundamental to the business and is an essential element of the Fund’s

operations. The major risks faced by the Fund are those related to market risk, which includes
price, interest and currency risks, credit risk and liquidity risk.

Risk management policies and procedures

The Fund’s risk management policies aim to identify, analyse and manage the risks faced by the
Fund, to set appropriate risk limits and controls, and to continuously monitor risk levels and
adherence to limits. In accordance with the Trust Management Agreement for own assets of the
Joint Stock Company "Unified Accumulative Pension Fund" dated 28 March 2018, its own assets

were transferred to trust management of the NBRK (Trustee). In accordance with paragraph

2.1. The Trustee independently makes investment decisions in accordance with the investment
strategy of the Fund and within the limits of the approved investment limits that are an integral
part of the Trust Management Agreement. The risk management system uses an integrated
approach that establishes control systems aimed at the timely detection, assessment and

prevention of events that may cause a violation of the normal operation of the Fund. The Fund

carries out post-monitoring of its own assets in management reporting, in which methods for
assessing investment risks using various instruments are detailed and widely used. Review of

reporting on the condition and exposure of the portfolios of own assets to financial risks is

carried out on a monthly basis.
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The Board of Directors of the Fund approves the internal policies and procedures of the Plan and
has overall responsibility for the proper functioning of the risk management and internal control
system. The Board approves internal regulatory documents on the minimization of non-financial
risks, which use tools for self-assessment of operational risks, methods for monitoring key risk
indicators (KRI), which are leading indicators and reflect potential sources of operational risks,
internal management practices that are the division of authority, the determination of the
responsibility of subjects of internal control with subsequent menitoring of operations at each
stage of the process and with hierarchy/consistency mandatory procedures for coerdination by
responsible persons/managers and in the continuous monitoring of the internal control system in
the Fund. The Fund appoints responsible persons within each division, whose duties include
developing and regularly updating the matrix of business processes, assessing the potential and
identified risks inherent in these business processes. Based on the results of using the above
tools, within the framework of the operational risk management system, a risk mitigation plan is
developed and approved, aimed both at eliminating the causes of risk realization and minimizing
the consequences in case of risk events.

Market risk

Marlet 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, currency and
equity financial instruments, which are exposed to general and specific market movements and
changes in the level of volatility of market prices. The Fund periodically performs post-
monitoring of market risks of financial instruments transferred to trust management.

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 Fund 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,

Interest rate sensitivity analysis

The management of interest rate risk based on interest rate gap analysis is supplemented by
monitoring the sensitivity of financial assets and liabilities.

Currency risk

Currency risk is defined as the risk that the value of a financial instrument will fluctuate due to
changes in foreign exchange rates.

As at 31 December 2019, the Fund had no any financial assets and liabilities denominated in
foreign currencies, except for a liability with one counterparty in the amount of
KZT 39,139 thousand.

As at 31 December 2018, the Fund had no financial assets or liabilities denominated in foreign
currencies, except for current account in JSC Halyk Bank for KZT 6,046 thousand.

The following table presents an analysis of the Fund’'s sensitivity to a 10% increase and decrease
in the Kazakhstani Tenge exchange rate against the US dollar and other currencies as at

31 December 2019, as well as a sensitivity analysis of the Fund to a 10% rise and fall of the
tenge to the US dollar and other currencies as at 31 December 2018, respectively. The
sensitivity level is used within the Fund in preparing currency risk reports for key management
personnel of the Fund and is an estimate of the Guidance for the Fund for Possible Exchange
Rate Changes.
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An analysis of sensitivity of profit or loss for the year and equity to changes in foreign currency
exchange rates based on positions existing as at 31 December 2019 and 2018 and a simplified
scenario of a 10% and -10%, accordingly, change in USD to Kazakhstan Tenge exchange rates

is as follows:
31 December
2019
10% appreciation of USD against KZT (3,914)
10% depreciation of USD against KZT 3,914
31 December
2018
10% appreciation of USD against KZT 605
10% depreciation of USD against KZT {605}
Credit risk

Credit risk is the risk of financial loss to the Fund if a customer or counterparty to a financial
instrument fails to meet its contractual obligations. The Fund has policies and procedures for the
management of credit exposures (both for recognised financial assets and unrecognised
contractual commitments), including quidelines to limits on portfolio concentration for one
counterparty or a group of counterparties.

The Fund continuously monitors the performance of individual credit exposures and regulariy
reassesses the creditworthiness of its counterparties. The review is based on the counterparty's
most recent financial statements and other information otherwise obtained by the Fund.

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

31 December 31 December
2019 2018
ASSETS

Cash and deposits with the National Bank of the Republic of
Kazakhstan 18,182,738 7,572,852
Financial assets at amortized cost 142,768,315 109,673,955
Commission receivabie 5,227,942 6,729,407
Other financial assets 310,979 84,568

As at 31 December 2019, the Fund has three counterparties {Ministry of Finance of the Republic
of Kazakhstan, NBRK and Development Bank of Kazakhstan), credit risk exposure to which
exceeds 10% of maximum credit risk exposure (2018: three counterparties). The credit risk
exposure for these counterparties as at 31 December 2019 is KZT 144,504,177 thousand
(2018: KZT 93,546,582 thousand).

36



Joint Stock Company Unified Accumulative Pension Fund

Notes to the Financial Statements
For the year ended 31 December 2019 {(Continued)
(in thousands of Kazakhstani Tenge)

The following table details credit ratings of financial assets held by the Fund that are neither past

due nor impaired:

Credit Rating

=BBB <BBB undefined Total
31 December 2019
Cash and deposits with the NBRK - 18,182,738 - 18,182,738
Financial assets at amortized cost 28,608,671 i14,159,644 - 142,768,315
Commission receivable - 5,227,942 - 5,227,942
Qther financial assets - 240,686 70,293 310,979
31 December 2018
Cash and deposits with the NBRK 1,115,480 6,457,372 - 7,572,852
Financial assets at amortized cost 33,610,062 76,063,893 - 109,673,955
Commission receivable - 6,729,407 - 6,729,407
Other financial assets - - 84,568 84,568

Liquidity risk

Liquidity risk is the risk that the Fund will encounter difficulty in meeting obligations associated
with its financial liabilities that are settled by delivering cash or another financial asset. Liguidity
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 uncartain term and of different
types. An unmatched position potentially enhances profitability, but can also increase the risk of

losses.

The Fund 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.

37



8¢

SO/ 'y L8 POt ovL LS 0L 0£5'815'98 PEY'EOP'E 191'182° t69°£89°87 uontsod JaN
602 GI9'T - vri’L0T obZT'TIo 86Z°90T 126689 ssmqen| |eIDUEUL] |RIOL
g98£78bC - - 79€'28 0r9'LS 98£780T sapgel| |ePuel) 18430
60 P9L - s 20T £1£'69F 859'8k PEE'QE samIqel 2sea

zLE'209 - - T41'65 - 102'cbS ueld a3 Jo
uswabeuet AIRRNPL 108 YYEN 01 31geAed UOISSILIWOD
SAIPNIGRY |RIDUBLEL DAIJRALIBP-UON
+£6'68p'001T b L LSP 0L vLT'OTL'98 088'vL0'Y 65Y’ 258’ ST9'€/£°62 S)aSSe |elDUBULY [B]0]
646'0TE - 91.'6¢ £687/T £61'E £12709¢ S)asse |BIDURUE JBUIQ
Zv6'LTT'S - - - - zhe'sze's B|QEAISORS UOISSILILIOD)
STE'89L'2P1 9L LSP'0L 855'969'95 L2E'LS0Y 996'€58'S 812'204'S 1500 PAZILIOR JE 5}3SSE |RDURUIY
9428181 - - - - ges'zgt'st WHEN 241 UM sjisodap pue yse)
SJOSSE [el2uell] DAIRALI2P-UON

jejol sieal g sieald g Syjuow 71 s{uow ¢ yiuou |
uet} 310 03 T WoJdy 0} € Wol4 03} T wolg ueyy ssof

pue puewa

16T0Z Jaquwaiag T€ e sk uoiisod [eipueUl JO JUSWSIRIS Iy Ul pasiubodal sjunowe ayj Jo ‘sajjuniew payadxs AQ ‘sisA|eue ue smoys molaq ajgel ayl

*BJOUM B SB PUN4 241 UIYHM pauleIuiew si AJIpInbI JU210144ns 3243 S4nsu2 03 pund ayy Jo 3si AJpinbi) Jo [043U0D pue JUSLUSSasse -
!pund Y3 JO SMOJING pue SMOJJUL ysed Jo Jybisiano -
!S31pUB.INT pUR STUBLINSUY [RIDUBULY ‘S211UNMD8S 10 SadAl AQ pund au3 Jo saiiiqel pue siasse Jo AJipinbi) jo sisAjeue -

1SBA|0AU] puUe pund ay) Ag pawdsoyad st juswabeuew Aypinbi syl

(abua} eIstpieze)y Jo spuesnoyy uy)
{panunuo)) gT0T 19quaaag T¢ papu2 a1eaA ay) 104
SIUDWDIELS [RIDUBUIY IY] 0] SDION

pung ucisuad 2A132|NWNDOY paiiun Aueduwo) >dols julog



6¢

‘g|qrAed SjuNoLWIe PRIUNOISIPUN 3L WOl Ja4Ip 10U 0P “‘SNny3 ‘pue aInjeu uj WIal-Hoys a1e Sa1Mjigey| [eIDueul @yl ‘8102 pue 6107 1aqwedag 1€ e sy

ESy'sTE'ErT 000°'pITZE ab9’9£9’'shH L2L'per's T12'91C 698'ELLEY uosod 19N
6CE'SEL - - 00Y'ETT - 626'129 sanil|Iqel] jebueuly |e1oL
TP’ +91 - - - - P2 +91 sapiiqer {eRueul] B0
980°1/S - - QOb'ETT - 889'/5h ueid ayy jo
Juawsbeuew Asenpl o) MHaN 03 2|qeAed UOISSILILLIG)
saI|igel| |RIPULUL) SAIRALISD-UON
Z8/°090'vTT ooo0'vrTe’ee s9’9go’'sh £21'86S'T ITZ'9TC 864'S6E Y §]955€ |RIDUBUL [2]01
89518 - (5076 SSShT v6E BT €95'¢ GESNEIRIETTNEN )
L0¥'624'9 - - - - LOV'6TL'9 B|QBAIRIS] UOISSIIWOD
556°£/9°60T 0CO'PTT'ZE 685'785°'SYy TL5'€8S°T L19°L6T £46'060'0€ 1500 PIZIJOWLIE 1B SIBSSE |RIaUeUL
Z58'245°/ - - - - fas: A=l RGN 341 uIm susodsp pue ysed
S$)2SS5E (BlaURUl DAIBALIAP-UON
1ejel SIEaA 5 SIEdA § SYUOW 2T stpuowl £ yjuow 1
usyl 1o 0} T Woldy 03 T woty uey} ssaj

03 £ Woiy

pue puewaq

18107 toquana 1€ e sk uonisod |eipueuy jo Juawelels ayl ul pasiubodal sjunowe ays Jo ‘sauniew pajpadxs Ag ‘sisAjeue ue smoys mofad aiqel ayt

(2bua| (uejsyxezey Jo spuesnoyl ui)

{psnunuon) §T0T Joquianag 1€ papua Jead a1) 1oy
SIUTW)RIS [_IDURUI] DY) 03 SOION

pun4 uoisuad aanehwnaoy paiun Aueduwo) o035 julofr



Joint Stock Company Unified Accumulative Pension Fund

Notes to the Financial Statements
For the year ended 31 December 2019 (Continued)
(in thousands of Kazakhstani Tenge)

22. Capital management

The Fund does not have any externally imposed capital requirements.

23. Contingencies
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 Fund
does not have full coverage for its premises and equipment, business interruption, or third party
liability in respect of property or envircnmental damage arising from accidents on its property or
relating to operations. Until the Fund obtains adequate insurance coverage, there is a risk that
the loss or destruction of certain assets could have a material adverse effect on operations and
financial position of the Fund.

Taxation contingencies

The taxation system in the Republic of Kazakhstan continues to evolve and is characterised by
frequent changes in legislation, official pronouncements and court decisions, which are sometimes
contradictory and subject to varying interpretation by different tax authorities. Taxes are subject
to review and investigation by a number of authorities whe have the authority to impose severe
fines, penalties and interest charges. A tax year remains open for review by the tax authorities
during the three subsequent calendar years; however, under certain circumstances a tax year
may remain open longer. Recent events within the Republic of Kazakhstan suggest that the tax
authorities are taking a more assertive position in their interpretation and enforcement of tax
legislation.

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 Kazakhstan tax legislation, official
proncuncements and court decisions. However, the interpretations of the relevant authorities
could differ and the effect on the financial position, if the authorities were successful in enforcing
their interpretations, could be significant. The last tax inspection was performed by tax authorities
for the period from 2009 to 2013 years, and was completed in 2016.

Operating environment

Emerging markets such as Republic of Kazakhstan are subject to different risks than more
developed markets, including economic, political and social, and legal and legisiative risks. Laws
and regulations affecting businesses in Republic of Kazakhstan continue to change rapidly, tax
and regulatory frameworks are subject to varying interpretations. The future economic direction
of Republic of Kazakhstan is heavily influenced by the fiscal and monetary policies adopted by the
government, together with developments in the legal, regulatory, and political environment.
Because Republic of Kazakhstan produces and exports large volumes of oil and gas, its economy
is particularly sensitive to the price of oil and gas on the world market.

Management of the Fund is monitoring developments in the current envirenment and taking
measures it considered necessary in order to support the sustainability and development of the
Fund’s business in the foreseeable future. However, the impact of further economic developments
on future operations and financial position of the Fund might be significant.
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24. Related party transactions

As at 31 December 2019 and 2018, the uitimate controlling party of the Fund was the

Government of the Republic of Kazakhstan, which owned 100% of shares of the Fund
(Note 1}.

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

Total remuneration included in personnel expenses for the years ended 31 December 2019 and

2018 is as follows:

Year ended
31 December

Year ended

31 December

2019 2018
Employee benefits 243,080 173,557
Total employee benefits 243,080 173,557
The above amounts inciude cash and non-cash benefits in respect of the members of the
Management Board and Board of Directors of the Fund.
Transactions with other related parties
The outstanding balances as at 31 December 2019 and related profit or loss amounts of
transactions for the year then ended with related parties are as follows:
Ministry of
Finance of Total per
the Republic financial
of statements
NBRK Kazakhstan Plan Other Total caption
Statement of
financial position
Assets
Cash and deposits
with NBRK 17,868,075 - - - 17,868,075 18,182,738
Financial assets at
amortised cost 9,899,115 88,128,316 - 44,740,884 142,768,315 142,768,315
Commission
receivable - - 5,227,942 - 5,227,942 5,227,942
Current tax assets - - - 12,756 12,796 12,796
Rights-of-use assets - - - 34,665 34,665 682,610
Cther assets - - - 607,975 607,975 1,067,197
Liabilities
Commission payable
to NBRK for fiduciary
management of the
Plan 602,372 - - - 602,372 602,372
L.ease liabilities - - - 35,040 35,040 764,449
Other liabilities 244,238 - - 188,730 432,968 1,611,049
Statement of profit
or loss and other
comprehensive
income
Commission income - - 58,010,578 - 58,010,578 58,010,578
Commission expense (9,063,978) - - {158,003) (9,221,981} 9,596,562
Net interest income 2,612,241 5,174,525 - 4,152,589 11,939,355 11,849,268
Other operating
expense, net - - - 116,693 116,693 {83,883)
General
administrative
expenses (17,219) (119,028) - (455,482) (591,729) (3,999,522)
Current income tax
expense - (7,571,115} - - (7,571,115} (7,599,208}
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The outstanding balances and the related average interest rates as at 31 December 2018 and
related profit or loss amounts of transactions for the year then ended with other related parties

are as follows:

Ministry of
Finance of Total per
the Republic financial
of statements
NBRK Kazakhstan Plan Other Total caption
Statement of
financial position
Assets
Cash and
deposits
with NBRK 6,457,372 - - - 6,457,372 7,572,852
Financial
assets at
amortised
cost 29,964,068 34,973,943 - 44,735,944 109,673,955 109,673,955
Commission
receivable - - 6,729,407 - 6,729,407 6,729,407
Current tax assets - - - 302,091 302,091 302,091
Other assets - - - 403,852 403,852 876,275
Liabilities
Commission payable
to NBRK for fiduciary
management, of the
Plan 571,088 - - - 571,088 571,088
Other labilities 190,505 - - 124,603 315,108 1,661,813
Statement of profit
or loss and other
comprehensive
income
Commission income - - 60,076,680 - 60,076,680 60,076,680
Comimission expense (7,648,294) - - - (7,648,294} (8,192,785}
Net interest income 4,345,728 1,860,498 - 1,841,964 8,048,190 8,174,306
General
administrative
expenses (16,374) - - (616,589) (632,963) (4,308,002)
Other operating
income, net - - - 37,393 37,393 491,107
Current income tax
expense - (6,687,184) - - {6,697,184) (8,632,391)
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25.

26.

Fair values of financial instruments

IFRS defines fair value as Lhe price Lhat would be received Lo sell an assel or paid Lo lransfer a
liability in an orderly transaction between market participants at the measurement date.

Fair value of financial assets and financial liabilities that are not measured at fair value
on a recurring basis (but fair value disclosures are required}.

Except as detailed in the following table, the Fund considers that the carrying amounts of financial
assets and financial liabilities recognised in the financial statements approximate their fair values.

31 December 2019 31 December 2018

Carrying Fair Carrying Fair

value value value value

Financial assets at amortised cost 142,768,315 123,873,869 109,673,955 99,476,999

Events after the reporting period

0On 24 lanuary 2020, the full amount KZT 5,227,942 of commission receivable from Plan was
paid.

On 21 and 27 January 2020, the commission payable by the NBRK for fiduciary management of
the Plan in the amount of KZT 543,201 thousand was paid.
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