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Independent auditors’ report

To the Shareholder and Management of Agrarian Credit Corporation Joint Stock Company

We have audited the accompanying financial statements of Agrarian Credit Corporation JSC (the
“Corporation”), which comprise the statement of financial position as at 31 December 2015, and the income
statement, statement of comprehensive income, statement of changes in equity and statements of cash flows
for the year then ended, and a summary of significant accounting policies and other explanatory information.

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards 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.

Auditors’ responsibility

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

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
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Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of
Agrarian Credit Corporation JSC as at 31 December 2015, and its financial performance and cash flows for
the year then ended in accordance with International Financial Reporting Standards.

Ganet &M LLP
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Zhemaletdinov Evgeny
Auditor / General Director

0~ O \A(.qlf-‘(a
Ernst & Young LLP \.,”M’&ﬂm;‘*:g‘:’*
State Audit License for audit activities ori’EF Auditor Qualification Certificate No. 0000553

territory of the Republic of Kazakhstan: series dated 24 December 2003
M®H-2 No. 0000003 issued by the Ministry of

Finance of the Republic of Kazakhstan on

15 July 2005

18 March 2016



Agrarian Credir Corporation JSC

STATEMENT OF FINANCIAL POSITION

At 31 December 2015
(Thousands of tenge)

Assets

Cash and cash equivalents

Amounts due from credit institutions
Loans to customers

[nvestment in real estate

Property and equipment

[ntangible assers

Current corporate Income tax assets
Deferred corporate income tax assets
Assets held for sale

Other assets

Total assets

Liabilities

Amounts due to credit insttutions

Amounts due to the Shareholder

Debr securities 1ssued

Amounts due to state and state-financed organizations
Short-term estimated liabilities

Oxther liabilities

Total liabilities

Equity

Share capital

Additional paid-in capital

Reserve funds

Provision for notional distribution
Accumulated deficir

Total equity

Total liabilities and equity

Book value per share (in tenge)

2015 Financial statements

31 December 31 December

Note 2015 2014
5 7,414,124 1,518,118
6 9,243,167 107,523
7 124,504,541 100,605,389
8 359,573 74,599
8 244,758 205,189
9 175,247 206,628
15 233,574 422 490
15 427,022 563,562
5,250 10,500

10 1,362,163 1,935,233
143,969,419 105,651,231

11 - 2,012,375
12 27,360,358 12,532,609
13 27,742,150 2,883,066
19,942 59,779

152,885 133,914

14 230,230 125,258
55,505,565 17,747,001
16 94,227,371 94.227 371
5,291,347 4,296,627

1,086,111 1,036,490

(8,594,957) {7,521,118)

(3,546,018) (4,135,140}

88,463,854 87,904,230
143,969,419 105,651,231

936.97 930.70

Signed and authorised for release on behalf of the Management Board of the Corporation:

Atamkulova

18 March 2016

Chairperson of the Management Board

The accompanying notes on pages 6 to 39 are an integral part of these financial statements.

Chief Accountant
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INCOME STATEMENT
For the year ended 31 December 2015
(Thousands of tenge)

Interest income

Loans to customers

Amounts due from credit institutions
Cash and cash equivalents

Income from repurchase transactions

Interest expenses

Amounts due to the Shareholder

Amounts due to credit institutions

Debr securities issued

Amounts due to state and state-financed organizations

Net interest income
Provision for impairment of loans
Net interest income after allowance for impairment

Net gains/(losses) from foreign currencies
Gains from dealing operations

Orther income

Non-interest income

Personnel expenses
Other operating expenses
Non-interest expense

Profit before income tax expense
Income tax expense

Profit for the year

Basic and diluted earnings per share (in tenge)

2015 Financial staterments

Note 2015 2014
10,088,673 7,148,646
540,437 532,856
575,443 104,587
- 11,759
11,204,353 7,797,848
(1,889,074) (1,009,852}
(55,155) (221,340)
(1,414,937) (340,463)
(3,056) (4,680)
(3,362,222) (1576,335)
7,842,331 6,221,513
6,7 (3,557,741) (2,517,182)
4,284,590 3,704,331
14,129 (29.251)
- 99,300
397,067 131,404
411,196 201,453
17 (1,861,433) (1,600,122
17 (1,243,335) (1,032,307)
(3,104,768) (2,632,429
1,591,018 1,273,355
15 (505,689) (777,148)
1,085,329 496,207
11.52 5.88

Signed and authorised for release on behalf of the Management Board of the Corporation:

/fﬁﬁm

8 " o,

“\:9»"*?' rO “-“P‘}p:n_,
%)

v

Atamkulova Gu

18 March 2016

The accompanying notes on pages 6 to 39 are an integral part of these financial statements.

Chairperson of the Management Board

Chief Aecountant
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Agrarian Credit Corporation JSC 2015 Financial statements

STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2015

(Thonsands of tenge)

Note 2015 2014
Profit for the year 1,085,329 496,207
Other comprehensive income - -
Total comprehensive income for the year 1,085,329 496,207

Signed and authorised for release on behalf of the Management Board of the Corporation:

Atamkulova Gulnaz T Chairperson of the Management Board

Zaitullayeva Irina Nikolayev <R » Chief Accountant

18 March 2016

The accompanying notes on pages 6 to 39 are an integral part of these financial statements.



Agrarian Credit Corporation ]SC

STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2015

(Thousands of tenge)

At 31 December 2013

Total comprehensive
income for the year

Provisioning for notional
distribution (N2 16)

Increase in share capital
(Note 16)

Distribution of dividends

Increase in reserve funds
(Note 16)

At 31 December 2014

Total comprehensive
income for the year

Recognition of additional
paid-in capital from initial
recognition of loans from
the Shareholder (Note 16)

Provisioning for notional
distribution (Nete 16)

Distribution of dividends
(Note 16)

Inerease in reserve funds
Note 16)

At 31 December 2015

2015 Financial statements

Additional Provision
Share paid-in Reserve  for notional Accumu- Toral
capital capital funds  distribution  lated deficit equity
74,227 371 4,296,627 992,725 (6,320,292) (4,193,698) 69,002,733
- - - - 496,207 496,207
- ~ (1,200,826) ~ (1,200,826
20,000,000 - - - = 20,000,000
= S - . (393,884) (393,884)
_ - 43,765 - (43,765) =
94,227 371 4,296,627 1,036,490 (7,521,118) (4,135,140) 87,904,230
- - - - 1,085,329 1,085,329
- 994,720 = 3 L 994,720
- - - (1,073,839) - (1,073,839)
- - - - (446,586) (446,586)
= = 49,621 5 (49,621) -
94,227,371 5,291,347 1,086,111 (8,594,957) (3,546,018) 88,463,854

Signed and authorised for release on behalf of the Management Board of the Corporation:

v

Atamkulova Gujf

Zairullayeva Irina NikolR

18 March 2016

The acconspanying notes on pages 6 to 39 are an integral part of these financial statements.
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Chairperson of the Management Board

Chtef Accountant



Agrarian Credit Corporation JSC

STATEMENT OF CASH FLOWS
For the year ended 31 December 2015
(Thousands of fenge)

Cash flows from operating activities

Interest received

Interest paid

Income from repurchase agreements

Realized income on derivative financial assers

Realized losses / (income) on operations with foreipn currencies
Gains from dealing operations

Personnel expenses paid

Other operating expenses paid

Cash flows from operating activities before changes in operating

assets and liabilities

Net (increase)/ decrease in operating assefs
Loans to customers

Amounts due from credir institutions
Orther assets

Net increase in sperating liabilities

Orther liabilities

Net cash flows (used in)/ from operating activities before
income tax

Income tax paid
Net cash (used in)/ from operating activities

Cash flows from investing activities
Purchase of property and equipment
Purchase of intangible assets
Realization of assets held for sale

Net cash used in investing activities

Cash flows from financing activities

Praceeds from increase in share capiral

Proceeds from credit institutions

Redemption of amounts due to credit institutions
Proceeds from borrowings from the Sharcholder
Repayment of borrowings from the Shareholder
Repayment of borrowings from state and state-financed organisations
Debr securities issued

Debt securities repurchased

Distribution of dividends

Net cash from / (used in) financing activities
Net increase in cash and cash equivalents

Cash and cash equivalents, at the beginning of the year
Cash and cash equivalents, at the end of the vear

2015 Financial statements

Note 2015 2014

6,971,177 5,980,985

(1,750,287) (964,727)

= 11,759

24,129 52,968

14,129 (29,251)

- 99,300

(1,759,300) (1,588,331)

(1,087,908) {943,253)

2,411,940 2,619,450

(25,016,196) 9,380,947

(8,985,859) 8,389 445

598,657 76,588

337,341 8,008

(30,654,117) 20,474,438

(158,453) {263,720)

(30,812,570) 20,210,718

(94,157) (51,424

(22,018) (28,075)

5,250 7,000

(110,925) (72,499)

16 = 20,000,000

= 7,000,000

(2,000,000) (8,000,000)

31,587,143 8,822,854

(16,821,274) (44,411,590)

(42,471) (31,140

27,412,689 20,610

(2,870,000) (2,919,600)
16 _ (446,580)

36819501

5,896,006

5 o 1L3sn8 - 1398649

5 7414124 1,518,118

Signed and authorised for release on behalf of the Management Board of the Corporation:

Zairullayeva Irina

18 March 2016

The accompanying wotes on pages

Chairperson of the Management Board

Chief Accountant

are an integral part of these financial statements.

un



«dit Corporation JSC Notes to 2015 Financial sratements

(In thousands of tenge, unless otherwive indicated)

1. Principal activities

Agrarian Credit Corporation JSC (the “Corporation”) was established by the Decree of the Government of the Republic of
Kazakhstan No. 137 dated 25 January 2001 “On issues of credit financing of agricultural sector” in the form of a joint stock
company in accordance with the legislation of the Republic of Kazakhstan. The Corporation performs its activities on the
basis of a license issued by the National Bank of the Republic of Kazakhstan Committee on Regulation and Supervision of
the Financial Market and Financial Organizations (the “FMSC”) for conducting operations specified by the banking
legislation of the Republic of Kazakhstan No. 5.2.24 dated 5 November 2013. The Corporation’s principal activities are:

. Implementation of government programs to support an agriculrural sector;

. Anraction of domestic and foreign investments for implementation of own projects in the agricultural complex;

. Development and realization of projects in agricultural sector;

o Sale of collateral and agricultural products received against repayment of funds issued;

. Performing bank borrowing operations based on appropriate license;

. Leasing activities;

. Other types of activides that are not prohibited by enactments, that serve the purposes and objectives of the

Corporation and provided by the Charter.
The address of the Corporation’s registered office is: Republic of Kazakhstan, Astana, Imanov Str. 11.

The sole shareholder of the Corporation is JSC National Management Holding “KazAgro” (“KazAgro” or “Shareholder™).
Ultimate controlling party is the Government of the Republic of Kazakhstan,

As at 31 December 2015, the Corporation has 13 registered branches throughout the Republic of Kazakhstan
{at 31 December 2014: 13).

2.  Basis of preparation

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

The financial statements are prepared under the historical cost convention except as disclosed in Summary of significant
accounting policies. For example, embedded dervarives should be accounted for ar fair value, assets held-for-sale at the
lower of their fair value, less costs to sell or their present value.

These financial statements are presented in thousands of Kazakh tenge (“thousand of tenge”, “renge™ or “KZ1™), except
per share amounts and unless otherwise indicared.

Changes in accounting policy

The Corporation applied the following IFRS amendments, which became effective for annual periods on or after | January
2015:

Aprendments to LAS 19 Defined bewefit plans: Enmployee Bensfits

[AS 19 requires an entity to consider contributions from employees or third parties when accounting for defined benefit
plans. Where such contributions are linked to the services, they must be attributed 1o periods of service by reducing the
service cost. These amendments clarify that, if the amount of the contributions is independent of the number of years of
service, an entity is permitted to recognise them as a reduction in the service cost in the period in which the service is
rendered, instead of allocating these contributions 1o the periods of service. These amendments are not relevant to the
Corporation, since the Corporation does not have defined benefit plans with contributions from employees or third parties.



Agrarian Credit Corporation [SC

Notes to 2013 Financial statements

(I thowsands of tenge. unless otherwise indicated)

2. Basis of preparation (continued)
Changes in accounting policy (continued)

Annual IFRS improvements: 2010-2012 cycle

These improvements are effective from 1 July 2014. These amendments are not expected to have a significant impact pn the
Corporaton. They include:

IFRS 2 Share-based Payment

‘This improvement is applied prospectively and clarifies various issues relating to the definitions of performance and service
conditions which are vesting conditions, including:

. A performance condition must contain a service condition;

. A performance target must be met while the counterparty is rendering service;

. A performance targer may relate to the operations or activities of an entity, or to those of another entity in the same
group;

. A performance condition may be 2 market or non-market condition;

° If the counterparty, regardless of the reason, ceases to provide service during the vesting period, the service

condition is not sansfied.

IFRS 3 Business Combinations

The amendment is applied prospectively and clarifies that all contingent consideration arrangements classified as labilities
(or assets) arising from a business combination should be subsequently measured at fair value through profit or loss whether
or not they fall within the scope of IFRS 9 {or IAS 39, as applicable). Such approach is consistent with the Corporation’s
accounting policies and for this reason this amendment has no impact on its accounting policies.

IFRS 8 Operating Segnents

The amendments are applied retrospectively and clarify that:

. an entity must disclose the judgments made by management in applying the aggregation criteria in paragraph 12 of
IFRS 8, including a brief description of operating segments that have been aggregated and the economic
characteristics (e.g, sales and gross margins) used to assess whether the segments are “stmilar’;

L] the reconciliation of segment assets 1o total assets is only required to be disclosed if the reconciliation is reported to
the chief operating decision maker, similar to the required disclosure for sepment liabilities,

The Cnf}’\t\ﬂat:‘ran does not diselose reconciliation of segment assets to total assets in these financial statements as the

reconeiliation is not reported to the chief operating decision maker for the purpose of her decision making,

IFRS 13 Fair Ualue Measyrement

This amendment to TFRS 13 clarifies in the Basis for Conclusions that short-term receivables and payables with no stated

interest rates can be measured at invoice amounts when the effect of discounting ts immaterial.
conststent with the Corporaton’s accountng policies and for this reason this amend
policies.

ch an approach is not
ent has no impact on its accounting

LAS 16 Property, Plant and Equipment and 1S 38 Tutangible Assets

The amendments are applied rerrospectively and clarify provisions of 1AS 16 and 1AS 38 stating that the asset may be
revalued by reference to observable data on either the gross or the ner carrying amount, In additon, the accumulated
depreciation or amortisation is the difference between the gross carrying amount of the asset and its carrying amount,

LAS 24 Related Party Disclosures

The amendment is applied retrospectively and clarifies that a management entity (an entity that provides key management
personnel services) is a related party subject to the related party disclosures. In addition, an entity that uses a management
entity is required to disclose the expenses incurred for management entity services. This amendment has no impact on the
Corporaton since it does not engage other entities to provide the key management personnel services.



Agrarian Credit Corporation fijio Notes to 2015 Fmancial statements

(In thonsands of tenge. snlesy otherwise indiated,

2. Basis of preparation (continued)

Changes in accounting policy (continued)

Annual IFRS improvements: 2011-2013 cycle

These improvements are effective from 1 July 2014. These amendments are not expected to have a significant impact on the
Corporation. They include:

IFRS 3 Business Combinations

The amendment is applied prospectively and clarifies for the scope exceptions within IFRS 3 that:

. joint arrangements, ot just joiat venrures, are outside the scope of IFRS 3;

. this scope exception applies only to the accounting in the financial statements of the joint arrangement itself,

The Corporation is not a joint arrangement, accordingly, this amendment is not relevant to ir.

IFRS 13 Fair Value Measurement

The amendment is applied prospectively and clarifies that the portfolio exception in IFRS 13 can be applied not only to
financial assets and financial liabilities, bur also to other contracts within the scope of IFRS 9 {or IAS 39, as applicable). The
Corporation does not apply the portfolio exception in IFRS 13.

LAS 40 Investment Property

The description of ancillary services in IAS 40 differentiates between investment property and owner-occupled property
(i.e., property and equipment). The amendment is applied prospectively and clarifies that IFRS 3, and not the description of
ancillary services in LAS 40, is used to determine if the transaction is the purchase of an asset or business combination. In
previous pertods, the Corporation has applied TFRS 3, not [AS 40, in determining whether the transaction constitutes an
asset acquisition or a business combinaton. Thus, this amendment has no effect on the accounting policy of the
Corporation.

LERS 1 First-time Adoption of International Financial Reporting Standards — Meaning of effective IFRSs

The amendment clarifies in the Basis for Conclusions that an entity may choose to apply either a current standard or a new
standard that is not yet mandatory, but permits early application, provided either standard is applied consistently throughout
the periods presented in the entry’s first IFRS financial statements. This amendment to IFRS 1 has no impact on the
Corporation, as the the Corporation is already prepares its financial starements in accordance with TFRS..

B Summary of significant accounting policies
Financial assets

Luttial recognition

Financial assets in the scope of IAS 39 are classified as either financial assets ar fair value thie mgh profit or loss, loans and
receivables, held-to-maturity investments, or available-for-sale financial assers, as appropriate. At initial recognition financial
assets are measured at fair value. Plus, in the case of investments not at fair value through profit or loss, directly attributable
rransaction costs. The Corporaton determines the classification of its financ

ssets upon inital recognition, and
subsequently can reclassify financial dssets in certain cases as described below.

Date of recoguition

All regular way purchases and sales of financial assets are recognised on the rrade date ie. the date that the Corporation
commits to purchase the asset. Regular way purchases or sales of financial assets that require delivery of assets within the
period generally established by regulation or convention in the marketplace.



Agraran Credit Corporation |SC Notes to 2015 Financal statetnents

{In thowsands of tenge, unless stherwise indicated)

3.  Summary of significant accounting policies (continued)
Financial assets (continued)

Day 1” profit

Where the transaction price in a non-active market is different to the fair value from other observable current market
transactions in the same instrument or based on a valuation technique whose variables include only data from observable
markets, the Corporation immediately recognises the difference berween the transaction price and fair value (a ‘Day I’
profit) in the income statement. In cases where use is made of data which is not observable, the difference between the
transaction price and model value is only recognised in the income statement when the inputs become observable, or when
the instrument is derecognised.

Luarns to custoners

Loans to customers represent non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market, except for assets that are classified into other categories of financial instruments.

Loans provided by the Corporation are initially recorded at fair value plus transaction costs. When the Corporation accepts a
credit commitment to provide loans to customers at below market rates, a lability at fair value of these credit commitments
is recorded in other liabilities in the statement of financial positon together with reversing entry, which is included in
income statement if the decision to undertake the obligation was adopted by the Corporation’s management; or as deemed
distributon to the controlling Shareholder, if the decision was adopted in accordance with controlling Shareholder’s
instructions.

Subsequently, credit commitment 1s adjusted to fair value through profit and loss before granting a loan, when credit
commitment is reduced by consideration paid, and remaining balance is recorded as loans issued to customers in the
statement of financial position. As a result, loans to customers are initially recognized at fair value in the statement of
financial position, and subsequently these loans are recorded at amortized cost, using the effective interest rate. Loans to
customers are recorded net of any allowances for impairment.

Detersmunation of fair value

The fair value for financial instruments traded in active market at the reporting date is based on their quoted market price or
dealer price quotations (bid price for long positions and ask price for short positions), without any deduction for ransaction
COSIS,

For other financial instruments not traded at an active market, the fair value is determined by using appropriate valuation
techniques. Valuation techaiques include ner presenr value techniques, comparison to similar instruments for which market
observable prices exist, options pricing models and other relevant valuation models.

Qffserring

Financial assets and liabilities are offset and the net amount is reported in the statement of financial position when there is 4

or 1o realise the
asset and settle the liability simultaneously. This is not generally the case with master netting agreements, and the related
assets and liabilides are presented gross in the statement of financial position.

legally enforceable right to set off the recognised amounts and there is an intention to settle on a net by

Cash and cash equivalents

Cash and cash equivalents include cash not restricted in use on current and term deposit accounts with marurity oot more
than 90 days as the day of the asset origination,

Derivative financial instruments

In the normal course of business, the Corporation enters into various derivative financial instruments on currency markers
and capiral markets. Such financial instruments are held for trading and are recorded at fair value. The fair values are
estimated based on quoted market prices or pricing models that take into account the current market and contractual prices
of the underlying instruments and other factors. Derivatives are carried as assets when their fair value is positive and as
liabilities when it is negative. Gains and losses resulting from these instruments are included in the income statement as net
gains/ (losses) from trading securities or net gains/{losses) from foreipn currencies (dealing), depending on the nature of the
instrument.
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Agrarian Credir Corporation JSC

Notes to 2015 Financt

(I thossands of tenge, wnless othermise indicated)

3.  Summary of significant accounting policies (continued)

Derivative financial instruments (continued)

Derivatives embedded in other financial instruments are treated as separate derivatives and recorded ar fair value if their
economic characteristics and risks are not closely related 1o those of the host contract, and the host contract is not itself
held for trading or designated at fair value through profit or loss. The embedded derivatives separated from the host are
carried at fair on the trading portfolio with changes in fair value recognised in the income statement.

Borrowings

Issued financial instruments or their components are classified as labilities, where the substance of the contractual
arrangement results in the Corporation having an obligation either to deliver cash or another financial asset to the holder, or
o satsfy the obligaton other than by the exchange of a fixed amount of cash or another financial asser for a fixed number
of own equity instruments. Such instruments include amounts due to the government, due to credit institutions, amounts
due the shareholder and debt securities issued. Afrer mital recogniton, borrowings are subsequently measured at amortised
cost using the effective interest method. Gains and losses are recognised in the income statement when the borrowings are
derecognised as well as through the amortisation process.

Operating lease — Corporation as lessee

Leases of assets under which the risks and rewards of ownership are effectively retained by the lessor are classified as
operating leases. Lease payments under an operating lease are recognised as expenses on a straight-line basis over the lease
term and included into other operating expenses.

Impairment of financial assets

The Corporation assesses at each reporting date whether there is any objective evidence that a financial asset or a group of
financial assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if, and only if, there is
objective evidence of impairment as a result of one or more events that has occurred after the initial recognition of the asset
(an incurred ‘loss event’) and that loss event (or events) has an impact on the estimated furure cash flows of the financial
asset or the group of financial assets that can be reliably estimated.

Evidence of impairment may include indications that the borrower or a group of borrowers is experiencing significant
financial difficulty, default or delinquency in interest or principal payments, the probability that they will enter bankruptey or
other financial reorganisation and where observable data indicate that there is a measurable decrease in the estimated future
cash flows, such as changes in arrears or economic conditions that correlate with defaults.

Amanuts due from credit institutions awd loans to customers

For amounts due from credit institutions and loans to customers carried at amortised cost, the Corporation first assesses
individually whether objective evidence of tmpairment exists individually for financial assers that are individually significant,
or collectively for financial assets that are not individually significant. Assets that are individually assessed for impairment
and for which an impairment loss is, or continues to be, recognised are not included in a collective assessment of
impairment.

urment loss has been incurred, the amount of the loss s measured as the difference
between the assets” current amount and the present value of estimared future cash flows {excluding funure expected ecreddi

If there 1s objective evidence that an

losses that have not yet been incurred). The current amount of the asset 1§ reduced through the use of an allowance account
and the amount of the loss is recognised in the income statement. Interest income continues to be accrued on the reduced
current amount based on the orignal effective interest rate of the asset. Loans together with the associated allowance are
written off when there is no realistic prospect of furure recovery and all collateral has been realized or has been rransferred
to the Corporation. If, in a subsequent year, the amount of the estimated impairment loss increases or decreases because of
an event occurring after the impairment was recognised, the previously recognised impairment loss is increased or reduced
by adjusting the allowance account. If a future wrte-off is later recovered, the recovery s credited to the income statement.

The present value of the estimated future cash flows is discounted at the financial assets original effective interest rate. If a
loan has a variable interest rate, the discount rare for measuring any impairment loss is the current effective interest rate.
The calculaton of the present value of the estimated future cash flows of a collateralized financial asset reflects the cash
flows that may result from foreclosure less costs for obmining and selling the collateral, whether or not foreclosure is
probable.
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Notes ro 2015 Finaneial statements

(In thowsands of tenge, wnless otherwise indicated)

3.  Summary of significant accounting policies (continued)
Impairment of financial assets (continued)

Awgunts due frone credit institntions and foans to custonrers (continued)

For the purpose of a collective evaluation of impairment, financial assets are grouped on the basis of the internal eredit
srading system that considers credit nisk characteristics such as asset type, industry, geoeraphical location, collateral tvpe,
g £ 5} ) Vs geog ¥p
past-due status and other relevant factors.

Future cash flows on a group of financial assets thar are collectively evaluated for impairment are estimated on the basis of
historical loss experience for assets with credit risk characteristics similar to those in the group. Historieal loss experience is
adjusted on the basis of current observable data to reflect the effects of current conditions that did not affect the vears on
which the historical loss experience is based and to remove the effects of conditions in the historical period that do not exist
currently. Estmates of changes in future cash flows reflect, and are directionally consistent with, changes in related
observable data from year to year (such as changes in unemployment rates, property prices, commodity prices, payment
status, or other factors that are indicative of incurred losses in the Corporation or their magnitude). The methodology and
assumptions used for estimating future cash flows are reviewed regularly to reduce any differences between loss estimartes
and actual loss experience.

Restructuring of loans

Where possible, the Corporation seeks to restructure loans rather than to take possession of collateral. This may involve
extending the payment arrangements and the agreement of new loan conditions.

The accounting treatment of such restructuring is as follows:

. if the currency of a loan has been changed the old loan is derecognised and the new loan is recognized in the
statement of financial position;

. if the loan restructuring is not caused by the financial difficulties of the borrower the Corporation uses the same
approach as for financial liabilities described below;

. if the loan restrucruring is due to the financial difficulties of the borrower and the loan is impaired after restructuring,
the Corporation recognizes the difference between the present value of the new cash flows discounted using the
original effective interest rate and the current amount before restructuring in the provision charges for the period. In
case loan is not impaired after restructuring the Corporation recalculates the effective interest rate;

. once the terms have been renegotiated, the loan is no longer considered past due. Management continuously reviews
renegotiated loans to ensure that all criteria are met and that future payments are likely to occur. The loans continue
to be subject to an individual or collective impairment assessment, calculated using the loan’s original or current
effective interest rate.

Derecognition of financial assets and liabilities

Financial asiets

A financial asser {or, where applicable a part of a financial asset or part of a group of similar financial assets) is derecognized
from the statement of financial position where:

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

o

. the Corporation has transferred its rights to receive cash flows from the asset, or retained the right to receive cash
flows from the asset, but has assumed an obligation to pay them in full without material delay to a third party under a
‘pass-through’ arrangement; and;

. the Corporation either (a) has transferred subsrantally all the risks and rewards of the asset, or (b) has neither
transferred nor retained substandally all the risks and rewards of the asset, bur has transferred control of the asset.

Where the Corporation has transferred its rights to receive cash flows from an asser and has neither transferred nor retained
substantially all the risks and rewards of the asser nor transferred control of the asset, the asset is recognised to the extent of
the Corporation’s continuing involvement in the asset. Continuing involvement that takes the form of a guarantee over the
transferred asset s measured at the lower of the orginal current amount of the asser and the maximum amount of
consideration that the Corporaton could be required 1o repay.
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(L thousands of tenge, wunless otherwise indivated)

3. Summary of significant accounting policies (continued)
Derecognition of financial assets and liabilities (continued)

Financial liabilities
A financial liability is derecognized when the obligation under the Lability is discharged or cancelled or expires.

Where an existing financial liability is replaced by another from the same lender on substannally different terms, or the terms
of an existing liability are substandally modified, such an exchange or modification is treated as a derecognitdon of the
original liability and the recogniion of a new liability, and the difference in the respective current amounts is fecognised In
the income statement.

Property and equipment

Property and equipment are carried at historical cost less day-to-day maintenance costs and accumulated depreciation and
any accumulated impairment in value. Such cost includes the cost of replacing part of equipment when that cost is incurred
if the recognition criteria are met.

The carrying values of property and equipment are reviewed for impairment when events or changes in circumstances
indicate that the carrying value may not be recoverable.

Depreciation of an asset begins when it is available for use. Depreciation is calculated on a straight-line basis according to
the following annual rates based on the estimared useful lives:

Buildings and constructions 4.5%
Computers and office equipment 10%-20%
Vehicles 10%
Other T%-10%

The asset’s residual values, useful lives and methods are reviewed, and adjusted as appropnriate, at each financial year-end.

Costs related to repairs and renewals are charged when incurred and included in other operating expenses, unless they
qualify for capitalization.

Investment properties

Investment property is intended to earn rentals or capital appreciaton, and which is not used by the Corporation as fixed
assets,

Investment properties are measured initially at cost, including transaction costs. The carrying amount includes the cost of
replacing parts of an existing investment property at the time when such cost are incurred if the recognition criteria are met;
and excludes the costs of day to day servicing of an investment property. Investment properties are subsequently measured
at cost lesss accumulated depreciation. Investment property is depreciated on a straight-line basis over the period of useful
life.

Investment propertdes are derecognised when either they have been disposed of or when no fuure economic benefit is
expected from its disposal. Any income or losses from disposal of investment properties are recognized in the income
statement in the vear of derecognition.

Transfers to and from investment properties are carried our only when there is 2 change in use. For a rransfer from
Investment property to owner occupied property, the carrying amount is not changed because the Corporation uses the
model of cost accounting for both categories: investment property and owner oceupied property.

Intangible assets

Intangible assets include computer software and licenses.

Intangible assets acquired separately are measured on inital recognition at cost. Following initial recognition, intangible
assets are carried at cost less any accumulated amortisation and any accumulated impairment losses. Intangible assets have
finite lives and are amortised over the useful economic lives of 1 to 10 years and asseéssed for impairment whenever there is
an indication that the intangible asset may be impaired.

Depreciation is calculated on a straight-line basis over the following estimated useful lives per a year:

Intangible assets 10%-100%
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(In thousands of tenge, undess otherwise indicated)

3.  Summary of significant accounting policies (continued)

Assets classified as held for sale

The Corporation classifies non-current assets as held for sale if its currenr amount will be recovered principally through a
sale transaction rather than through continuing use. For this to be the case, the non-current asset must be available for
immediate sale in its present condition subject only to terms that are usual and customary for sales of such assets and its sale
must be highly probable.

The sale qualifies as highly probable if the Corporation’s management is committed to a plan to sell the non-current asset.
and an active program to locate a buyer and complete the plan must have been initiated. Further, the non-current asser must
have been actively marketed for a sale at price that is reasonable in relaton to its current fair value. In addidon, the sale
should be expected to qualify for recognition as a completed sale within one year from the date of classification of the non-
current asset as held for sale.

‘The Corporation measures an asset classified as held for sale at the lower of its current amount and fair value less costs to
sell. The Corporation recognises an impairment loss for any initial or subsequent write-down of the asset to fair value less
costs to sell if events or changes in circumstance indicate that their current amount may be impaired.

Repossessed collateral

Repossessed collateral represents pledged property repossessed from the Corporation’s borrowers to repay the debt on
loans on a voluntary or compulsory basis. The decision on the recognition of repossessed property in the Corporation’s
balance sheet is made by the Credit Committee and then by the Management Board of the Corporation. After all
procedures, property is recognized in the Corporation’s balance sheet at its current assessed value. It is recorded in other
assets in the financial statements.

Share capital

Contributions to share capital are recognized at historic cost, less direct issuance costs.

Dividends

Dividends are recognised as a liability and deducted from equity at the reporting date only if they are declared before or on
the reporting date. Dividends are disclosed when they are proposed before the reporting date or proposed or declared after
the reporting date but before the financial statements are authorised.

Allawance for deewsed distribution

When the Corporation enters into a loan agreement ar below marker rates on behalf of the Shareholder, the difference
between the fair value of credit commitment and nominal value is recognized as allowance for notional distribution as
deemed distribution to the Shareholder

Additional capital

When the Corporation receives loans or other financial support from the Shareholder at below market rates, the difference
between received cash consideration and fair value of loans or other financial support is recorded as additional capital.
Provisions

Provisions are recognized when the Corporation has a present legal or constructive obligation as a result of past evenrs, and
it s probable that an outflow of resources embodying ¢conomic benefits will be required to. settle the obligation and a
reliable estimate of the amount of obligation can be made.

Contingent assets and liabilities

Contingent liabilities are not recognised in the statement of financial position but are disclosed unless the possibility of any
outflow in settlement is remote,
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(In thowsands of tenge, unless otherwise indiated)

3. Summary of significant accounting policies (continued)

Recognition of income and expenses

Revenue is recognised to the extent thart ir is probable that the economic benefits will flow to the Corporation and the
revenue can be reliably measured. The following specific recognition criteria must also be met before revenue is recognised:

Tnterest and similar income and éxpense

For all financial instruments measured at amortised cost and interest bearing securities classified as trading or available-for-
sale, interest income or expense 1s recorded at the effective interest rate, which is the rate that exactly discounts estimated
furure cash payments or receipts through the expected life of the financial instrument or a shorter perind, where
appropriate, to the net current amount of the financial asset or financial liability. The calculadon rakes into account all
contractual terms of the financial instrument (for example, prepayment options) and includes any fees or incremental costs
that are directly attributable to the instrument and are an integral part of the effectve interest rate, but not future credit
losses. The current amount of the financial asset or financial liability is adjusted if the Corporation revises its estimates of
payments or receipts. The adjusted current amount is calculated based on the original effective interest rate and the change
in current amount is recorded as interest income or expense.

Once the recorded value of a financial asset or a group of similar financial assets has been reduced due to an impairment
loss, interest income continues to be recognised using the original effective interest rate applied to the new current amount.

Fee and commission income
The Corporation earns fee and commission income from a diverse range of services it provides to its customets.

Loan commitment fees are deferred together with any direct costs and recognised as an adjustment to the effective interest
rate on the loan. If there is a possibility that due to loan commitment a credit arrangement will be signed, loan commirment
fee is included in defetred income (together with corresponding direct costs), and subsequently is reflected as an adjustment
of actual proceeds from a loan. When the probability to enter into credit arrangement under loan commitments is remore,
loan commitment fees are recognised in the income statement during the remaining validity period of loan commitment.
Upon expiration of loan commitment validity period, which is not resulted in loan issuance, loan commirment fees are
recognised in the iIncome statement on its expiration date. Other commissions are recognized upon rendering of services.

Foreign currency translation

The financial statements are presented in Kazakh renge, which 1s the Corporation’s functional and presentation currency.
Transactions in foreign currencies are initally recorded at the funcrional currency rate ruling ar the date of the rransactions.
Monetary assets and liabilites denominated in foreign currencies are retranslated at the functional currency rate of exchange
ruling at the reporting date. Gains and losses resulting from the translation of foreign currency transactions are recognised in
the income statement as net gains / losses from foreign exchange revaluation. Non-monetary items that are measured in
terms of historical cost in a foreign currency are translated using the exchange rates as at the dates of the inital ransactions.
Non-monetary items measured at fair value in a foreign currency are translated using the official exchange rates ar the date
when the fair value was determined.

Differences between the contractual exchange rate of a transaction in a foreign currency and the official Kazakhstan Stock
Exchange exchange rate on the date of the transaction are included in gains less losses from dealing in foreign currencies.
Below are the exchange rates used by the Corporation in preparation of these financial statements:

31 December

2015 2014
KZT / USD 339.47 182.33
KZT / EURO 371.31 22197
KZT / RUR 4.65 3.17
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3.  Summary of significant accounting policies (continued)
Future changes in accounting policies

Standards and interpretations issued but not yvet effective

Standards and interpretatons issued but not vet effective up to the date of issuance of the Corporation’s financial
statements are listed below. The Corporation intends to adopt those standards when they become effective.

IFRS 9 Financial Instramrents

In July 2014, the IASB issued the final version of IFRS 9 Financial Instriments which reflects all phases of the financial
instruments project and replaces LAS 39 Financial Instruments: Recoguition and Measnrement as well as all previous version of
IFRS 9. The standard introduces new requirements to classification and measurement, impairment and hedge accounting.

IFRS 9 becomes effective for financial years beginning on or after 1 January 2018, Early application is permitted. The
standard is applied retrospectively but provision of comparative information ts not mandatory. Early application of previous
versions of IFRS 9 (2009, 2010 and 2013) is permitted if the date of inidal application is before 1 February 2015.
Application of IFRS 9 will have an impact on classification and measurement of the Corporation’s financial assets and will
not have an impact on classification and measurement of irs financial liabilines. The Cotporation expects that IFRS 9
requirements to impairment will have a significant impacrt on its equity. The Corporation will need a more detailed analysis
comprising all reasonable and acceptable, including but not limited to prospective, information to measure the extent of
such impact.

IFRS 15 Revenne from Contracts with Custonrers

TFRS 15 published in May 2014 establishes a new five-step model of accounting for revenue from contracts with customers.
Revenue arising from lease contracts within the scope of 1AS 17 Leases, insurance contracts within the scope of IFRS 4
Insurance Cantracts and financial instruments and other contractual rights and obligations within the scope of 1AS 39 Fivancia/
Listriments: Recognition and Measurement (or IFRS 9 Finandal Instrunrents, if early adopted) is out of IFRS 15 scope and 1s dealt
by respective standards.

Under TFRS 15 revenue is recognised at an amount that reflects the consideration to which an entity expects to be enfitled
in exchange for transferring poods or services to a customer. The principles in IFRS 15 provide a more structured approach
1o measuring and recognising revenue.

The new revenue standard is applicable o all entities and will supersede all current revenue recognition requirements under
IERS. This standard is applied retrospectively either in full or using the simplifications of practical nature for annual periods
beginning on or after 1 January 2018, Early application is permitted. The Corporation is currently assessing the impact of
IFRS 15 and plans to adopt the new standard on the required effective date.

IT°RS 1+ Regutatory Deferval Avooumnss

IFRS 14 is an optional standard that allows an entity, whose activities are subject to rate-regulation, to continue applying
most of its existing accounting policies for regulatory deferral account balances upon its first-ime adoption of IFRS.
Entities that adopt IFRS 14 must present the regulatory deferral account balances as separate line items on the statement of
financial posidon and present movements in these account balances as separate line items in the income statement and
statement of other comprehensive income. The standard requires disclosures on the nature of actvides of the entity subject
to rate-regulation, associated risks and the effects of thar rate-regulation on its financial statements. IFRS 14 is effective for
annual reporting periods beginning on or after 1 January 2016. The standard has no impact on the Corporaton, since the
Corporation is an existing IFRS preparer.

Amendments to IFRS 11 Joint Arrangements: Acconnting for Acguisitions of Interests

The amendments to IFRS 11 require that a joint operator accounting for the acquisition of an interest in a joint eperaton, in
which the activity of the joint operation constitutes a business must apply the relevant IFRS 3 principles for business
combinations accounting. The amendments also clarify that a previously held interest in a joint operation is not remeasured
on the acquisition of an additional interest in the same joint operation while joint control is retained. In addition, a scope
exclusion has been added to IFRS 11 to specify that the amendments do not apply when the parties sharing joint control,
including the reporting entity, are under common control of the same ultimate controlling party.

The amendments apply to both the acquisition of the initial interest in a joint operation and the acquisition of any additional
interests in the same joint operation and are prospectively effective for annual periods beginning on or after 1 January 2016.
Earlier application is permitted. These amendments are not expected to have any impact on the Corporation.
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3.  Summary of significant accounting policies (continued)
Future changes in accounting policies (continued)
Standards issuced but not yet effective (continued)

Amendments to LAS 16 and LAS 38 Clarification of Acceprable Methods of Depreciation and Amortisation

The amendments clarify one of the principles in IAS 16 and TAS 38 that revenue reflects a pattern of economic benefits that
are generated from operating a business (of which the asset is part) rather than the economic benefits thar are consumed
through use of the asset. As a result, a revenue-based method cannot be used to depreciate property, plant and equipment
and may only be used in very lmited circumstances to amortise intangible assets. The amendments are effective
prospectively for annual periods beginning on or after 1 January 2016. Early application is permitted. These amendments are
not expected to have any impact on the Corporation given that the Corporation has not used a revenue-based method to
depreciate its non-current assets.

Amendprents to LAS 16 and LAS 41 Agricniture: Bearer Plants

The amendments change the accounting requirements for biological assets that meet the definition of bearer plants. Under
the amendments, biological assets that meet the definition of bearer plants will no longer be within the scope of TAS 41,
Instead, IAS 16 will apply. After initial recognition, bearer plants will be recorded at accumulated cost (before marurity) and
using either the cost model or revaluation model (after marurity). The amendments also require that produce that grows on
bearer plants will remain in the scope of IAS 41 measured at fair value less costs to sell. For government grants related to
bearer plants, TAS 20 Acwounting for Government Grants and Disclasure of Government Assistance will apply. The amendments are
effective retrospectively for annual periods beginning on or after 1 January 2016. Early application is permitted. These
amendments are not expected to have any impact to the Corporation as the Corporation does not have any bearer plants.

Amendments to LAS 27 Equity Method in Separate Financial Statensents

The amendments will allow entities to use the equity method o account for investments in subsidiaries, joint ventures and
associates in their separate financial statements. Entities already applying IFRS and electing to change to the equity method
in its separate financial statements will have to apply that change retrospectively. For first-time adopters of IFRS elecring to
use the equity method in its separate financial statements, they will be required to apply this method from the date of
transition to IFRS: The amendments are effective for annual periods beginning on or after 1 January 2016. Early application
is permirred. The Corporation currently considers whether to apply these amendments for preparation of its separate
financial statements. These amendments will not have any impact on financial statements of the Corporation.

Amendpents to IFRS 10 and LAS 28 Sale or Contribution of Assets between an Investor and its Associate or Joint | enture

The amendments address the acknowledged inconsistency between the requirements in IFRS 10 and IAS 28 in dealing with
the loss of control of a subsidiary thar is contributed to an associate or a joint venture. The amendments clarify that an
investor recognises a full gain or loss on the sale or contribution of assets that constitute a business, as defined in IFRS 3,
between an investor and its associate or joint venture. The gain or loss resulting from the re-measurement ar fair value of an
investment retained in a former subsidiary is recognized only to the extent of unrelated investors® interests in that former
subsidiary. The amendments are applied prospectively to transactions occurring in annual periods beginning on or after
1 January 2016. Early application is permitred.

Amendpents to LAS 1 Disclosure Litiative

Amendments to LAS 1 Preseutation of Financial Statenents clarify, rather than significantly change, the existing requirements of
IAS 1. The amendments clarify:

. the marerality requirements in IAS 1;

° that specific line items in the statement(s) of profit or loss and OCI and the statement of financial position may be
disaggregated;

. that entities have flexibility as to the order in which they present the notes to financial statements;

. that the share of OCI of associates and joint ventures accounted for using the equity method must be presented in

aggregate as a single line item, and classified between those items that will and will not be subsequently reclassified o
profir or loss.
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3. Summary of significant accounting policies (continued)

Future changes in accounting policies (continued)
Standards issued but not yet effective (continued)

Amendments to LAS 1 Disclosure Initiative (continned)

Furthermore, the amendments clarify the requirements that apply when additional subtotals are presented in the statement
of financial position and the statement(s) of profit or loss and OCI. The amendments are effective for annual periods
beginning on or after 1 January 2016, with early adoption permitted. These amendments are not expected to have any
impact on the Corporation.

Investment Entities — amendments to IFRS 10, IFRS 12 and 148 28 Applying the Consolidation Exception.

The amendments address issues thar have arsen in applying the investment entities exception under IFRS 10.
The amendments to IFRS 10 clarify that the exemption from presenting consolidated financial statements applies o a
parent entity that is a subsidiary of an investment entity, when the investment entity measures all of its subsidiaries at fair
value.

Furthermore, the amendments to IFRS 10 clarify that only a subsidiary of an investment entity that is not an investment
entity itself and that provides support services to the investment entity is consolidated. All other subsidiaries of an
investment entity are measured at fair value. The amendments to TAS 28 allow the investor, when applying the equity
method, to retain the fair value measurement applied by the investment entity associate or joint venture to its profit in
subsidiaries. These amendments must be applied retrospectively and are effective for annual periods beginning on or after
1 January 2016. Early application 1s permitted. These amendments are not expected to have any impact on the Corporation.

Annnal IFRS smprovepents 2012-2014 cycke

These improvements are effective from 1 January 2016. These amendments are not expected to have a significant impact on
the Corporation. They include:

IFRS 5 Non-current Assets Held for Sale and Discontinwed Operations — chawges in methads of disposal

Assets (or disposal groups) are generally disposed of either through sale or through distribution to owners. The amendment
to IFRS 5 clarifies that changing from one of these disposal methods to the other should not be considered to be a new plan
of disposal, rather it is a continuation of the original plan. There is therefore no interruption of the applicaton of the
requirements in IFRS 5. The amendment also clarifies that changing the disposal method does not change the date of
classification. The amendment must be applied prospectively to changes in methods of disposal that oceur in annual periods
beginning on or after 1 January 2016. Early application is permitted.

IFRS 7 Financial Listraments: Disclosures — servicing contracts

IFRS 7 requires an entity to provide disclosures for any continuing involvement in a transferred asset that is derecognised in
ity entirety. The Board was asked whether servicing contra

crs constiture continuing involvement for the purposes of
applying these disclosure requirements. The amendment clarifies that a servicing contract that includes a fee can construte
continuing involvement in a financial asset. An ennty must assess the nature of the fee and arrangement against the puidance
for contnuing involvement in paragraphs IFRS 7.B30 and IFRS 742C in order 1o assess whether the disclosures are
required. The amendments are effective for annual periods beginning on or after 1 January 2016. Early applicadon is
permirted. The amendment is to be applied such that the assessment of which servicing contracts constitute continuing
involvement will need to be done retrospectively, However, the required disclosures would not need to be provided for any
period beginning before the annual period in which the entity first applies the amendments,

IFRS 7 Financial Instrupients: Desclosures — applicability of the offsetting disclocures ta conelensed interim financial statements

In December 2011, IFRS 7 was amended to add guidance on offsetting of financial assers and financial liabilities. In the
effective date and transition for that amendment IFRS 7 states that “An entity shall apply those amendments for annual
periods beginning on or after 1 January 2013 and interim periods within those annual periods. However, the interim
disclosure standard, IAS 34, does not reflect this requirement. As a result, it is not clear whether the respective information
should be disclosed in the condensed interim financial statements or not.

The amendment removes the phrase ‘and interim periods within those annual periods’, clarifying thar these IFRS 7
disclosures are not required in the condensed interim financial statements. These amendment must be applied
retrospectively and are effective for annual periods beginning on ot after 1 January 2016. Early application is permirted.
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3.  Summary of significant accounting policies (continued)
Future changes in accounting policies (continued)

Standards issued but not yet effective (continued)

Annyal IFRS improvensents 2012-2014 cyele {continued)

LAS 19 Employee Benefits — disconnting rate for regional market

The amendment to IAS 19 clarifies that market depth of high quality corporare bonds is assessed based on the currency, in
which the obligation is denominated, rather than the country where the obligation is located. When there is no deep market
for high quality corporate bonds in that currency, government bond rates must be used. The amendments are effective for
annual periods beginning on or after 1 January 2016. Early application is permitted.

LAS 34 Interimy Financial Reporting — disclosure of information ‘elsewhere in the interim financial riport’

The amendment states that the required interim disclosures must either be in the interim financial statements or
incorporated by cross-reference between the interim financial statements and wherever they are included within the greater
interim financial report (e.g., in the management commentary or risk report). The Board specified that the other information
within the interim financial report must be available to users on the same terms as the interim financial statements and at the
same time. If users do not have access to the other information in this manner, then the interim financial report is
incomplete. These amendment must be applied retrospectvely and are effective for annual periods beginning on or afrer
1 January 2016. Early application is permitted.

4.  Significant accounting judgements and estimates

Estimation uncertainty

In the process of applying the Corporation’s accounting policies, management has used its judgements and made estimates
in derermining the amounts recognised in the financial statements. The most significant use of judgements and estimates are
as follows:

Fair values of financial instraments

Where the fair values of financial assets and financial liabilities recorded in the statement of financial position cannor be
derived from active markets, they are determined using a varety of valuation techmiques that include the use of
mathematical models. The input to these models is raken from observable markets where possible, bur where this is not
feasible, a degree of judgement is required in establishing fair values.

Pravision for impairment of loans

The Corporation regularly reviews loans to customers to assess impairment. The Comoraton useés its experienced
judgement to estimate the amount of any impairment loss in eases where a borrower is in financial difficulties and there are
few available sources of historical data relating to similar borrowers.

Similarly, the Corporation estimates changes in future cash flows based on the observable dara indicating that there has been
an adverse change in the payment status of borrowers in a group, or national or local economic conditdons that correlate
with defaults on assets in the group. Management uses estimates based on historical loss experience for assets with credit
risk characteristics and objective evidence of impairment similar to those in the group of loans and receivables. The
Corporation uses its subjective judgement to adjust observable data for a group of loans or receivables to reflect current
CIFCUMSIANCEs.

Collateral valuation

The management monitors collateral on a regular basis using experienced judgements or independent estimate in order to
adjust the cost of collateral considering the current marker siruation,
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4.  Significant accounting judgements and estimates (continued)
Estimation uncertainty (continued)

Taxation

Kazakhstan currently has a single Tax Code that regulates main taxation matters. The applicable taxes include value added
tax, corporate income tax, social taxes, and others. Implemendng regulations are often unclear or nonexistent and
insignificant amount of precedents has been established. Often, differing opinions regarding legal interpretation exist both
among and within government ministries and organisations; thus creating uncertainties and areas of conflict. Tax returns,
together with other legal compliance areas (as examples, customs and currency control matters) are subject to review and
nvestigation by a number of authorities, which are enabled by law to impose severe fines, penalties and forfeirs. These facts
create tax risks in Kazakhstan substantially more significant than typically found in countries with more developed tax
systems.

Management believes that the Corporation is in substantial compliance with the tax laws regulating its operations. However,
the risk remains that relevant authorities could take differing positions with regard to interpretive rax issues.

Recovery of deferred tax asvets

It is necessary to use judgement in determining whether deferred income tax assets are recognized in the statement of
financial position. Deferred income tax assets including those arising from unused tax losses require the management to
assess whether it is probable that the Corporation will generate sufficient taxable income in future periods for the purpose
of using recognized deferred income tax assets. Assumptions relating to generation of taxable income in future depend on
estimates of the management regarding future cash flows. These estimates of future taxable income are based on forecasts
of cash flows from operating activities (interest income, interest expenses, provision for impairment) and judgements
regarding application of exisiting tax legislaton in each jurisdiction. To the extent that future cash flows and taxable income
differ significantly from estimates, the ability of the Corporation to realise the net deferred income tax assets recorded at the
reporting date could be impacted.

Moreover, future changes in tax legislation could limit the Corporation’s ability to obtain tax deductions in future periods.

5.  Cash and cash equivalents

Cash and cash equivalents comprise the following;

31 December 31 December

2015 2014

Cash on bank accounts in tenge 7,390,§32 1,496,403
Cash on bank accounts in US dollars 23,259 21,5391
Cash on hand 33 124
Cash and cash equivalents 7,414,124 1518,118

Concentration of cash and cash equivalents

As at 31 December 2015, the Corporaton

had cash placed ar sertlement accounts in banks represeated by

KZT 2,925,733 thousand  placed in one bank, Bank RBK JSC, or 40% of balance of cash cash equivalents
31 December 2014: KZT 881,389 thousand in Bank CenterCredit [SC or 58%:).
6.  Amounts due from credit institutions
Amounts due from credit institutions comprise:

31 December 31 December

2015 2014

Loans to the second tier banks 9,168,962 -
Acerued interest on loans provided to the second tier banks 138,528 -
Less provision for impairment (64,323) -
Cash in term bank deposits - 99,195
Interest accrued on deposits - 8.328
Amounts due from credit institutions 9,243,167 107,523

Loans to the second-tier banks comprise loans to Bank of Astana JSC, Bank of RBK JSC, Tsesnabank JSC for lending to
agroindustrial complex facilities with an interest rate of 8 to 10% per annum with a credit period of up to 96 months.
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6. Amounts due from credit institutions (continued)

Provision for impairment of loans provided to the second tier banks:

- 2015 2014
At 1 January = -
Charge for the year 64,323 -
Write-off . —
At 31 December 64,323 -

Expenses for loan impairment in the income statement for 2015 comprise provisions for impairment of loans issued to
second-tier banks in the amount of KZT 64,323 thousand.

7. Loans to customers

Loans to customers comprise:

31 December 31 December

2015 2014
Loans granted to legal enttes in the agrculwural sector 108,892,032 91,915,779
Loans granted to individuals in the agriculrural sector 35,325,077 25,016,309
Total loans to customers 144,217,109 116,932,088
Less allowance for impairment (19,712,568) (16,326,699)
Loans to customers 124,504,541 100,605,389
Allowance for impairment of loans to customers
A reconciliation of the allowance for impairment of loans is as follows:

2015 2014
At 1 January 16,326,699 13,858,698
Charge for the year 3,493,418 2,517,182
Write-off (107,549) {49,181)
At 31 December 19,712,568 16,326,699
Individual impairment 15,985,377 8,262,768
Collective impairment 3,727,191 8,063,931

19,712,568 16,326,699
Total amount of loans, individually determined as impaired,
before deduction of provision 26,972,047

In 2015, the loss of KZT 1,342,299 thousand {2014: KZT 1,501,032 thousand) resultin

loans granted to customers

from measurement of fair values of

2015 at below market rate, which were financed by the $
provision for notional distribution.

Loans individually determined as impaired

The fair value of collateral that the Corporation holds relating to loans individually determined as impaired at 31 December
2015 amounts to KZT 10,383,082 thousand (2014: KZT 2,410,596 thousand).

Collateral and other credit enhancements

‘The amount and type of collateral required depends on an assessment of the credit risk of the counterparty. Guidelines are
implemented regarding the acceptability of types of collateral and valuation parameters.

The main types of collateral obtained are as follows:
. For commercial lending — collateral of real estate properties, nventory and receivables, guarantees and securities;
. For retail lending, charges over residential properties and other assets.

Management monitors the market value of collateral, requests additional collateral in accordance with the underlying
agreement, and monitors the market value of collateral obtained during its review of the adequacy of the allowance for
impairment.
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7. Loans to customers (continued)

Concentration of loans to customers

At 31 December 2015, the Corporation had a concentration of loans represented by KZT 29,934,974 thousand due from 10
largest borrowers that comprised 22% of the total gross loan portfolio (at 31 December 2014 — KZT 18,892,006 thousand
and 16% of the total gross loan portfolio).

Interest income accrued on assets, individually determined as impaired, for the year ended 31 December 2015, amounted to
KZT 201,090 thousand (in 2014: KZT 95,343 thousand).

8.  Property and equipment

Buildings
and  Compurers
construc- and office

Land tions  equipment Vehicles Other Total
Original cost
At 31 December 2013 5397 ~ 147,219 58,864 79,640 291,120
Additions - - 45,715 7,261 11,632 64,608
Disposal - B (17,459) — (1,6406) (19,105)
At 31 December 2014 5,397 - 75,475 66,125 89,626 336,623
Additions - - 82,420 6,163 5,574 94,157
Disposal - - (1,458) (15,740) (1,733) (18,931)
At 31 December 2015 5397 - 256,437 56,548 93,467 411,849
Accumulated

depreciation

At 31 December 2013 = = 64,751 18,302 31,833 114,886
Accrued depreciation - . 20,748 5,873 8.868 35,489
Disposal - = (16,541) - (2,400) (18,941)
At 31 December 2014 = = 68,958 24175 38,301 131,434
Accrued depreciation - - 31,937 5,861 9,444 47,242
Disposal - - (1,428) (8,711)  (1,4406) (11,585)
At 31 December 2015 - - 99,467 21,325 o 46,299 167,091
Net book value
At 31 December 2013 5,397 - 824468 40,562 47,807
At31December2014 5397 106517 41950 51,325
At 31 December 2015 5397 - 156970 35223 47,168
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8.  Property and equipment (continued)

Investments in real estate

Original cost
At 31 December 2013 and 2014
Proceeds

At 31 December 2015

Accumulated depreciation
At 31 December 2013
Accrued depreciation

At 31 December 2014

Accrued depreciation
At 31 December 2015

Net book value
At 31 December 2014

At 31 December 2015

Notes to 2015 Financial statements

_Bidings,

133,668
292,632
426,300

53,054
6,015

59,069

7,658

66,727

74,599

359,573

In 2015 income from lease of investment property amounted to KZT 38,969 thousand (2014: KZT 18,493 thousand).

9. Intangible assets

The movements in intangible assets were as follows:

Original cost

At 31 December 2013
Additions

Disposal

At 31 December 2014

Additions
Disposal
At 31 December 2015

Accumulated depreciation
At 31 December 2013
Acerued depreciation
Disposal

At 31 December 2014

Accrued depreciation
Disposal
At 31 December 2015

Net book value
At 31 December 2013

At 31 December 2014
At 31 December 2015

Software

420,151
37,325
(4,810)

452,666

22,018
(1,606)

473,078

203,409
47 439
(4,810)

246,038

52,741
(948)

781

206,628

175,247
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10. Other assets

31 December 31 December

2015 2014

Repossessed collateral 1,024,494 1,310,788
Orther assets 337,669 624.445
Total other assets 1,362,163 1,935,233

As at 31 December 2015, repossessed collaterals comprise real estate that was collected by the Corporation from borrowers
who failed to meer the obligations to repay a loan to the Corporation, During 2015, the Corporation collected property
from the borrowers in the amount of KZT 357,475 thousand. During 2014, the Corporation collected from the borrowers
land plots in the amount of KZT 1,028,176 thousand.

11.  Amounts due to credit institutions

Short-term borrowings obtained from banks comprise:

Nominal 31 December 31 December

Bank Currency Maturity Interest rate 2015 2014
SB Sberbank Russia JSC Tenge 28 May 2015 6.75% - 2012375
~ 2,012,375

On 28 November 2014, the Corporation received a short-term loan in the amount of KZT 2,000,000 thousand from SB
Sberbank of Russia JSC with an interest rate of 6.75% per annum and maturity until 28 May 2015. On 28 May 2015, the
loan was fully repaid.

12.  Amounts due to the Shareholder

Nominal 31 December 31 December

Maturity mterest rate 2015 2014

The loan under contract No. 148 10 December 2019 9.00%% 16,356,670 -
Investment loan under agreement No. 36 30 December 2023 1.02% 10,328,819 12,176,340
The loan under contract No. 124 1 January 2023 3.00% 383,659 -
The loan under contract No. 148 10 December 2019 1.00% 291,210 356,269
Due to the Shareholder 27,360,358 12,532,609

Investment loan under agreement No. 36

On the 18 May 2009, the Corporaton entered into Master Lending Agreement with KazAgro No. 36. In accordance with
this Agreement, the Corporation obtains an investment loan to develop, expand and modify production in agricultural
sector. The investment loan matures on 30 December 2023, the amortised cost of loan at 31 December 2015 under the
Agreement is KZT 10,328,819 thousand, and interest 1s accrued at nominal rate of 1.02% per annum and effective interest
rate of 6.00% ar the date of issue. During 2015, the Corporation under this Master Agreement received long-term funds in
the amount of KZT 18,899 thousand {during 2014: KZT 132,027 thousand}. During 2015 the Corporaton also repaid loans
under Master Lending Agreement with KazAgro No. 36 in the amount of KZT 1,791,774 thousand [during 2014:
KZT 1,640,763 thousand).

The loan under contract No. 148

On the 10 December 2012, the Corporation entered into Master Lending Agreement with KazAgro No. 148. The amount
of the loan under the agréement 1s KZT 2,000,000 thousand. Interest on tranches issued before 1 January 2015, is accrued at
the rate of 1.00%. The loan matures in 7 years after signing date of the agreement. The loan may be used to: meer liguidity
needs sufficient to cover the liabiliies; support agricultural complex entities; acquire, repair and upgrade property and
equipment and other purposes in accordance with the legislation.

The carrying amount of loans issued at the rate of 1.00% as at 31 December 2015, amounted to KZT 291,210 thousand.

On 11 February 2015, a supplementary lending agreement No. 1 to contract No. 148, under which interest 1y accrued on all
tranches received after 1 January 2015, at the rate of 9.00% per annum.

The carrying amount of loans issued at the rate of 9.00% per annum as at 31 December 2015, amounted to KZT 16,356,670
thousand.
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12.  Amounts due to the Shareholder (continued)

The loan under contract No. 124

On 23 December 2015, the Corporation entered into Lending Agreement with KazAgro No. 124. The amount of the loan
under the agreement is KZT 591,108 thousand. Interest is accrued at the nominal rate of 3.00% per annum. The loan is
mntended for the purposes of restructuring/refinancing of loan/lease obligations of borrowers that have arnsen before
1 January 2014, in connection with a loan/lease granted to replenish working capital, purchase of fixed assets and
construction, as well as to refinance the debts incurred in connection with obraining a loan/lease for the above purposes.

As at 31 December 2013, the Corporation had no violations of financial covenants related to amounts due to the

Shareholder.

13. Debt securities issued

31 December 31 December
Maturity Rate, % Currency 2015 2014
Fixed income debt securites,
2nd issue of the 2nd bond 17 December
program 2022 8,00% tenge 17,693,329 =
Fixed income debt securities,
1st issue of the 2nd bond 20 February
program 2023 8,50% tenge 10,048,821 20,615
Fixed income debt securities,
2nd issue of the 1st bond 5 December
program 2015 7,00% tenge - 2862451
27,742,150 2,883,066

On 9 July 2015, the Corporation repaid the 2nd bond issue of the first bond program in the amount of
KZT 2,970,450 thousand. The principal and coupon interest amounted tw KZT 2870,000 thousand and
KZT 100,450 thousand, respectively.

During 2015, the Corporation placed 1st issue bonds under the second bond program in the quantity of 9,980,000 units, in
the amount of KZT 9,700,135 thousand, 2nd issue under the second bond program of 18,184,787 units in the amount of
KZT 17,618,974 thousand.

14. Other liabilities

31 December 31 December
2015 2014
Ministry of Agriculture of the Republic of Kazakhstan subsidizes interest rates o o -
to support agriculture 78,918 25,180
Salary and taxes payable 78,891 11,861
Accounts payable 30,942 72,166
Liabilities on pension and social deductions 25,512 10,967
Other 15967 3,084
Total other liabilities 230,230 125238

15. Taxation

A reconciliation of corporate income tax expenses (“CIT”) applicable to income before taxation at the stamtory corporate
income tax rate, with the corporate income tax expenses for the vears ended 31 December is set out below:

2015 2014
Current income tax 347,369 223275
Deferred tax: origination and decrease of remporary differences 138,540 253,667
Less: deferred tax expense recognized in other comprehensive income ) 19,780 300,206
Income tax expense - 505,689 o 777,148
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15. Taxation (continued)
At 31 December 2015, CIT prepaid amounted 1o KZT 233,574 thousand (2014: KZT 422490 thousand).

Deferred tax recognized in equity 1s allocated as follows:

2015 2014
On assets 268,460 300,206
On liabilities (248,680) o e
CIT benefit recognised in equity B 19,780 B 300,206

2015 2014
Profit before tax (1,591,018) (1,273,355)
Statutory tax rate 20% 20%
Theoretical corporate income tax expenses at the statutory rate (318,204) (254,671)
Expense from provision for indexation impaiment - (394,590)
Other non-deductble tax expenses (187,485) (127,881)
Income tax expense (505,689) (777,148)

Deferred tax assets and liabilities at 31 December, as well as their movements for the respective vears comprise the
following:

Origination and reversal Origination and reversal
of temporary differences of temporary differences
In the In the
mcome imcome
2013 statement  In equity 2014 statement  In equity 2015
Tax effect of deductible
temporary differences
Tax loss carried forward 59,813 (59.813) - - - - -
Loans to customers 1,199,703 (606,208) 300,206 893,701 (352,391) 268,460 809,770
Short-term estimated habilities 19,759 7.024 = 26,783 3,794 - 30,577
Assers held for sale 2,116 (2,116) — - - - -
Deferred tax asset 1,281,391 (661,113) 300,206 920,484 (348,597) 268,460 840,347
Tax effect of taxable temporary
differences
Due to the Sharcholder (454,036) 123,654 - (330,382) 226,441 (248,680) (352,621)
Property and equipment and
mrangble assets (8,126) - (24,540) (36,164) - (60,704)
Deferred s liability (616 L (5hon) 190277 (248,680)  (413,325)
Total deferred income tax asset 819,229 300206 565562 (158,320) 19,780 427,022

Deferred tax assets are recognised only to the extent that it is probable thar fumre taxable profits will be available against
which the asset can be utilised. Deferred rax assets are reduced 1o the extent that it is no longer probable that the related rax
benefit will be realised.

16. Equity

Below is information on movement of issued and fully paid shares:

Total in
Offering price Number of thousands
(KZT)  common shares of renge

At 31 December 2013 74,227 371 74,227,371
Increase in share capital 1.000 20,000,000 20,000,000
At 31 December 2014 94,227 371 94,227 371
Increase in share capital - -
At 31 December 2015 94227371 94,227,371

At 31 December 2015 and 2014, rotal quanuty of authorized and paid common shares comprised 94,227 371 units. On the
basis of the decision of the sole Shareholder dated 10 Apnl 2014, the share capital was increased by 20,000 thousand of
common shares with the placement value of KZT 1.000 each; cash was obrained from the sole Shareholder as a
contribution to the share capital in 2014.
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16. Equity (continued)

At 31 December 2015 and 2014, an owner of 2 common share has the right for one vote and an equal right for dividends.
Distributable profit is determined on the basis of profit recorded in the Corporation’s financial statements.

In 2015, the Corporation declared and paid dividends for 2014 in the amount of KZT 446,586 thousand (KZT 4.74 per a
share) based on the decision of the sole Shareholder No.34 dated 5 June 2015.

In 2014, the Corporation declared and paid dividends for 2013 in the amount of KZT 393,884 thousand (KZT 5.31 per a
share) based on the decision of the sole Shareholder No.32 dated 9 June 2014,

In accordance with the Regulaton of the Corporation, provisions are made for general risks including future losses and
other unforeseen risks and obligations. Reserve capital is subject to distribution on the basis of decision of the Sharehaolder.

In 2015, based on the decision of the sole Shareholder dated 3 June 2015 the reserve capital was increased by
KZT 49,621 thousand with the use of 2014 income. In 2014, based on the decision of the sole Shareholder dated 9 June
2014 the reserve capital was increased by KZT 43,765 thousand with the use of 2013 income.

The movements in other reserves were as follows:

Provision for

Additional notional
Reserve funds  paird-in capital distribution Total

At 31 December 2013 992,725 4,296,627 (6,320,292) (1,030,940)
Provisioning for notional distribution (Nete 7) - - (1,501,032) (1,501,032)
Income tax on notional distribution provision

(Note 15) = = 300,206 300,206
Increase of the reserve funds against the retained

earnings 43,765 = — 43,763
At 31 December 2014 1,036,490 3296,627 [7.521,118) (2,188,001
Provisioning for notional distribution (Nate 7) - - (1,342,299) (1,342,299)
Income tax on notional distribution provision

(Note 15) = = 268,460 268,460
Inirial recognition of income from loans at below

market rates (Note 12) - 1,243,400 - 1,243,400
Income tax on recognised income from loans at

below market rates (Nate 13 - (248,680) - (248,680)
Increase of the reserve funds against the retained

earnings 49,621 - = 49,621
At 31 December 2015 1,086,111 5,291,347 (8,594,957) (2,217,499)

As at 31 December 2015, the book value per commeon share calculated in accordance with Kazakhstan Stock Exchange
methodology 1s KZT 936.97 (31 December 2014: KZT 930.70).

The calculation of carrying amount of one share as at 31 December 2015 and 31 December 2014, is as follows:

31 December 31 December

2015 2014

Assets 143,969,419 105,651,231
Intangible assets 175,247 206,628
Liabilities 55,505,565 17,747,001
Net assers 88,288,607 87,697,602

Number of common shares as at the calculation date, shares 94,227,371 ‘)4,22{3717
Book value per common share (in tenge) 936.97 930.70
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17. Personnel and other operating expenses

Personnel expenses and other employee benefits and other operating expenses comprise:

2015 2014

Personnel expenses and other payments (1,694,905) {1,458,437)
Social security costs (166,528) (141,685)
Personnel expenses (1,861,433) (1,600,122
Operating lease (333,911) (288,051)
Legal and advisory services (261,387) (209,294)
Depreciation and amortisation (107,641) (88,943}
Expenses associated with the assessment of collateral (102,051) (31,023)
Adverusing expenses (85,438) (89,497}
Charity and sponsorship (60,784) -
Property and equipment maintenance (53,523) (39,389)
Business trip expenses (50,233) (54,703)
Materials, including fuel and lubricants (34,838) (31,261}
Communications (27,831) (34,611)
Insurance (20,985) (19,455}
Traming of personnel (19,400) (8,125)
Bank charges (13,549) (9,734)
State duty (7,225) (62,862)
Other (64,539) (65,359)
(1,243,335) (1,032,307)

18. Commitments and contingencies

Economic environment

Republic of Kazakhstan continues economic reforms and development of its legal, tax and regulatory frameworks as
required by a market economy. The future stability of the Kazakhstani economy is largely dependent upon these reforms
and developments and the effectiveness of economic, financial and monetary measures undertaken by the Government.

In 2015, the Kazakhstan economy continued to be negatively impacted by a significant decline in crude oil prices and a
significant Kazakhstani tenge devaluation. The combination of the above factors resulted in reduced access to capital, a
higher cost of capital, increased inflation and uncertainty regarding ¢conomic growth. The managemernit of the Company
believes that it is taking appropriate measures to support the sustainability of the Company’s business in the current
circumstances.

Legal issues

In the ordinary course of business, the Corporation is subject to legal actions and complaints. Management believes thar the
ultimate liability, if any, arising from such actons or complaints will not have a marterial adverse effect on the financial
condition or the results of furure operatons of the Corporation.

Undrawn loan facilities

As at 31 December, the Corporatipn’s commitments and contngencies comprised the following:

2015 2014

Undrawn credit lines — loans to customers - 30,092,376 27,153,834

As at 31 December 2015, the concentration of undrawn credit facilines to 10 largest independent parties totalled
KZT 3,170,304 thousand or 12% of the toral amount of undrawn credit Ffaciliies (31 December 2014:
KZT 11,748,517 thousand or 23%).

Agreement on loan commitments provide for the right of the Corporation to unilaterally withdraw from the agreement in
the event of occurrence of adverse conditions for the Corporation, as well as in the event of absence of resources for
lending,
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19. Risk management

Introduction

Risk is inherent to the activities of the Corporation. The Corporation manages these risks through a process of ongoing
identification, measurement and monitoring, subject to risk limits and other controls. This process of risk management 1s
critical to the Corporation’s continuing profitability and each individual within the Corporation is accountable for the risk
exposures relating to his or her responsibilities. The Corporation is exposed to credit risk, risk of liquidity, market risk and
prepayment risk. It is also subject to operating risks.

The independent risk control process does not include business risks such as changes in the environment, technology and
industry. They are monitored through the Corporatdon’s strategic planning process.

Risk management structure

The Board of Directors is ultimately responsible for identfying and controlling risks; however, there are separate
independent bodies responsible for managing and monitoring nisks.

Board of Directors

The Board of Directors is responsible for the overall risk management approach and for approving the risk strategies and
principles.

Managenrent Board

The Management Board has the responsibility to monitor the overall risk process within the Corporation.

Risk management department

The Risk Management Department is responsible for introduction and performance of risk management related procedures
in order to ensure an independent control process as well as compliance with principles, risk management policies and risk
limits across the Corporation. The Risk Management Department consists of two structural subdivisions: Financial risk
department and Credir risk department.

Treasury department

The Corporation Treasury is responsible for managing the Corporation’s assets and liabilities and the overall financial
structure. It is also primarily responsible for the funding and liquidity risks of the Corporation.

Luternal audit function

Risk management processes throughout the Corporation are audited annually by the internal audit funetion, that examines
both the adequacy of the procedures and the Corporaton’s compliance with the procedures. Internal Audit discusses the
results of all assessmenrs with management, and reports its findings and recommendations to the Management Board and
Boards of Directors.

Risk measurenment and reporting systens

The Corporation’s risks are measured using a method which reflects both the expected loss likely to arise in normal
circumstances and unexpected losses, which are an estimate of the ultimate actual loss based on statsdcal models.

Monitoring and controlling risks is primarily performed based on limits established by KazAgro for the Corporaton, These
limits reflect the business strategy and market environment of the Corporation.

Information compiled from all the businesses 1s examined and processed in order to analyse, control and identify early risks.
This information is presented and explained to the Management Board, Board of Directors, and the head of each business
division. The report includes aggregate credit exposure, credit metric forecasts, hold limit exceptions, liguidity ratios and nisk
profile changes. On a monthly basis detailed reporting of industry and customer risks takes place. The Board of Directors
receives a comprehensive risk report once a quarter which is designed to provide all the necessary information o assess and
conclude on the risks of the Corporarion.

Exceessive risk concentration

In order to avoid excessive concentrations of risks, the Corporation’s policies and procedures include specific gudelines o
focus on maintaining a diversified portfolio. Identified concentrations of credit dsks are controlled and managed
accordingly,
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19. Risk management (continued)

Credit risk

Credit risk 1s the risk that the Corporation will incur a loss because its customers, clients or counterparties failed to discharge
their contractual obligations. The Corporation manages and controls credit risk by setting limits on the amount of risk it is
willing to accept for individual counterparties and for geographical and industry concenrrations, and by monitoring
exposures in relation o such limits. Thus, in order to avoid a concentration of credit risk in one or a group of affiliates, has
been established a limit of no more than 23% of the Corporation’s own equity. Bank-counterparty limits are established by
KazAgro for interbank transactions.

The Corporation has established a credit quality review process to provide early identification of possible changes in the
creditworthiness of counterparties, including regular collateral revisions which are performed by separate units of the
Corporation. Counterparty limits are established by the use of a credit risk classification system, which assigns each
counterparty a risk rating. Risk ratings are subject to regular revision. The credit quality review process allows the
Corporation to assess the potential loss as a result of the risks to which it is exposed and undertake corrective action.

The maximum exposure to credit risk for the components of the statement of financial position, including derivatives,
before the influence of risk mitigation through the use of master netting agreements and collateral agreements is most
accurately reflected by their carrying amounts.

For additional information on the maximum credit exposure for each class of financial instruments, see Notes 5-7 and 20.

Credit quality per class of financial assets

The credit quality of financial assets is managed by the Corporaton’s internal credit ratings. The rable below shows the
credit quality by class of asset for loan-related balance sheet lines, based on the Corporation’s credit rating system. Loans to
borrowers with good financial position and no overdue payments are defined as standard. In the case of a number of
impairment factors and use of high ratio of reserve on a collective basis, these loans are included in the substandard
category.

Standard Past due bur  Individually
At 31 December 2015 grade  Substandard  not impaired impaired Toral
Cash and cash equivalents (excluding
cash on hand) 7,414,091 - = - 7,414,091
Amounts due from credit institutions 9,307,490 - - - 9,307,490
Loans to customers 93,742,584 16,243,568 7,860,499 26,370,458 144,217,109
Total 110,464,165 16,243,568 7,860,499 26,370,458 160,938,690
Standard Past due but  Individually
At 31 December 2014 grade Substandard  not impaired impaired Toral
Cash and cash equivalents {excluding N
cash on hand) 1,517,994 - _ — 1,517,994
Amounts due from credir instrutons 107,323 - = = 107.523
Loans to customers - 76,688,753 20,1606, 1)_ - 9 10,567,383 116,932,088
Total 78314270 20,166,273 9,509,679 383 118,557,605

It is the Corporation’s policy to maintain accurate and consistent risk ratings across the credit portfolio. This facilitates
focused management of the applicable risks and the compatison of eredit exposures across all lines of business, geographic
regions and products.

Aging analysis of past due but not tupatved loans per dass of finandal assets:

Less than 31-60 61-90
~ J0days days davs Toral
Loans to customers a -
2015 4,040,947 3,219,104 600,448 7,860,499
2014 3,495,830 4,788,920 1,224,929 9,509,679

1 ))lpt WIPEIE ASSEsSIIent

The main considerations for the loan impairment assessment comprise: whether any payments of principal or interest are
overdue by more than 90 days or there are any known difficultes in the cash flows of counterparties, credit rating
downgrades, or infringement of the original terms of the contract. The Corporation addresses impairment assessment in
two areas: individually assessed allowances and collectively assessed allowances.
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19. Risk management (continued)
Credit risk (continued)

Colloctively assessed allowanee

Allowances are assessed collectively for losses on loans to customers that are not individually significant and for individually
significant loans where there is not yet objective evidence of individual impairment. Allowances are evaluated on each
reporting date with each portfolio recerving a separate review.

The collective assessment takes account of impairment that is likely to be present in the portfolio even though there is no
vet objective evidence of the impairment in an individual assessment. Impairment losses are estimated by taking into
consideration the following information: historical losses on the portfolio, current economic condidons, the appropriate
delay between the time a loss s likely to have been incurred and the time it will be identified as requiring an individually
assessed impairment allowance, and expected receipts and recoveries once impaired. Local management is responsible for
deciding the length of this period which can extend for as long as one year. The impairment allowance is then reviewed by
credit management to ensure alignment with the Corporatdon’s overall policy.

Liquidity risk and funding management

Liquidity risk 1s the risk that the Corporation will be unable to meet its payment obligations when they fall due under normal
and stress circumstances. To limit this risk, the management of the Corporation has arranged diversified funding sources.
Also, it manages assets with liquidity in mind, and monitors future cash flows and liquidity on a daily basts.

Analysis of financial liabilities by remaining contractual maturities

The table below summarizes the maturity profile of the Corporation’s financial liabilities at 31 December 2015 and 2014,
based on contractual undiscounted payments.

Financial lrabilities Less than Jro 1o More than
At 31 December 2015 3 months 12 months 5 years 5 years Toral
Amounts due to the Shareholder 541,255 16,927,820 11,826,716 1,794,278 31,090,069
Debt securities issued 425,000 1,879,783 9,219,132 33,219,353 44,743,268
Amounts due to state and state-financed

organizations = 20,008 - - 20,008
Total undiscounted financial liabilities 966,255 18,827,611 21,045,848 35,013,631 75,853,345
Financial liabilities Less than 3o 1to More than
At 31 December 2014 3 months 12 months 5 vears 5 years Total
Amounts due to credit institutions 35,250 2,032,250 = = 2067500
Amounts due to the Shareholder 209,806 1,763,762 9,729,037 3,042,082 14,744,687
Debrt securities issued 850 3,074,750 8,500 24.250 3,105,350
Amounts due to state and state-financed

organizations 353 31,540 62.901
Total undiscounted financial liabilities 6,899,302 3,060,332 19,980,438

Market risk

Marker risk is the risk that the fair value or future cash flows of financial instruments will fluctuate due to changes in market
variables such as interest rates and foreign exchanges.

Intevest rare risk

Interest rate risk arises from the possibility that changes in interest rates will affect furure cash flows or the fair values of
financial instruments. Interest rates on assets and liabilittes (except for indexed issued debt securities) of the Corporation are
fixed. The Corporation regularly monitors inflation risks arising from indexed debt securities. The Corporation has the right
to consider repurchasing of these instruments at the open market in the evenr of the significant increase of debt service
expenses linked to the change in inflation index.
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19. Risk management (continued)

Currency risk
Currency risk 1s the nsk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates.

The tables below indicate the currencies to which the Corporation had significant exposure at 31 December on its non-
trading monetary assets and liabilities and its forecast cash flows. The analysis caleulates the effect of a reasonably possible
movement of the currency rate against the tenge, with all other variables held constant on the income statement {due to the
fair value of currency sensitive trading monetary assets). The effect on equity does not differ from the effect on the income
statement. All other parameters are held constant. A negative amount in the rable reflects a potential ner reduction n
Income statement or equity, while a posidve amount reflects a net potental increase.

Change Change
in currency rate Effect on profit  in currency rate Effect on profit
in % before tax in % before tax
Currency 2015 2015 2014 2014
usD +60.00% 13,933 +17.37% 3,751
UsD -20.00% (4,644) -17.37% (3,751)

Prepayment risk

Prepayment risk is the risk that the Corporation will incur a financial loss because its customers and counterparties repay or
request repayment earlier or later than expected.

Operational risk

Operational risk is the risk of loss arising from systems failure, human error, fraud or external events. When controls fail to
perform, operational risks can cause damage to reputation, have legal or regulatory implications, or lead to financial loss.
The Corporation cannot expect to eliminate all operational risks, but a control framework and monitoring and responding
to potential risks could be effective tools to manage the risks. Controls include effective segregation of dudes, access rights,
authorization and reconciliation procedures, staff education and assessment processes, including the use of internal audir.

20. Fair values of financial instruments

The Corporation uses the following hierarchy for determining and disclosing the fair value of financial instruments by
valuation rechnique:

. Level 1: quoted prices in active markets for identical assets or Habilities;

. Level 2: techniques for which all inputs which have a significant effect on the recorded fair value are observable,
either directly or indirectly; and

. Level 3: techniques which use inputs which have a significant effect on the recorded fair value that are nor based on
observable market data.
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20. Fair values of financial instruments (continued)

The following table shows an analysis of financial instruments whose fair value is disclosed by levels of the fair value
hierarchy:

Fair value measurement with the nse of

Quoted prices Significant Significant
in active observable non-observable
Date of markets mputs mputs
valuation (Level 1) (Level 2) (Level 3) Total
Assets whose fair value is disclosed
Cash and cash equivalents 31 December 2015 7,414,124 - 7,414,124
\mounts due from credit nstitutions 31 December 2015 9,232,119 9,232,119
Loans to customers 31 December 2015 - 120,959,253 120,959,253
Liabilities whose fair value is
disclosed
Amounts due to the Sharcholder 31 December 2015 - 26,322,770 26,322,770
Debt securities ssued 31 December 2015 23,510,200 - 23,510,200
Amounts due to state and state-financed
organizations 31 December 2015 = 19,942 19,942
Assets whose fair value is disclosed
Cash and cash equivalents 31 December 2014 1,518,118 - 1,518,118
Amounts due from credit institutions 31 December 2014 107,523 107,523
Loans 1o customers 31 December 2014 - 97,563,033 97,563,033
Liabilities whose fair value is
disclosed
Amounts due to credit institutions 31 December 2014 2012375 2,012,375
Amounts due to the Sharcholder 31 December 2014 - 11,859,366 11,859,366
Debt securities issued 31 December 2014 2,864,997 2 2,864,997
Amounts due to state and state-financed
organizatons 31 December 2014 - 60,278 60,278

Financial instruments not carried at fair value in the statement of financial position

Set out below is a comparison of the current amounts and fair values of the Corporation’s financial instruments recorded in
the financial statements. The table does not include the fair values of non-financial assets and non-financial liabilites.

Carrving Unrecognised
At 31 December 2015 amount Fair value gain/(loss)
Financial assets
Cash and cash equivalents 7,414,124 7,414,124 -
Amounts due from credit institutions 9,243,167 9,232,119 (11,048)
Loans to customers 124,504,541 120,959,253 (3,545,288)
Financial liabilities
Amounts due to the Shareholder 27,360,358 26,322,770 1,037,588
Debt securities issued 27,742,150 23,510,200 4,231,950
Amounts due to state and state-financed organizations 19,942 19,942 -
Total unrecognised change in unrealized fair value - —‘_ 1,713;21)27

Unrecognised

At 31 December 2014 Carrying amount Fair value gain/(loss)
Financial assets N ) - a n
Cash and cash equivalents 1,518,118 1,518,118 =
Amounts due from credit institutions 107,323 107,523 —
Loans to customers 100,605,389 97,563,033 (3,042,3506)
Financial liabilities
Amounts due from credir instimunons 2,012,375 2.012375 —
Amounts due to the Shareholder 12,532,609 11,859,366 673,243
Debr securities issued 2 883,006 2864997 18,069
Amounts due to state and state-financed organizatons 59,779 60,278 (499)
Total unrecognised change in unrealised fair value (2,351,543)
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20. Fair values of financial instruments (continued)

Financial instruments not carried at fair value in the statement of financial position (continued)

The following describes the methodologies and assumptions used to determine fair values for those financial instraments
which are not recorded at fair value in the financial statements.

Assets for which fair value approximates current value

For financial assers and financial liabilides rthar are liquid or having a short rerm maturity {ess than three months) it is
assumed that the current amounts approximate to their fair value. This assumption is also applied to demand deposits and
savings accounts without a specific maturiry.

Fixed and variable rate financial instruments

In the event of quoted debt instruments, fair value is based on quoted market prices. The fair values of unquoted debt
instruments are estimated by discounting future cash flows using rates currently available for debt on similar terms, credit
risk and remaining maturities.

21. Maturity analysis of assets and liabilities

The table below shows an analysis of assets and liabilities according to when they are expected to be recovered or settled.
See Note “Risk management” for the Corporation’s contractual undiscounted repayment obligations.

2015 2014
Within  More than Within More than
one year one year Total one year one year Total

Financial assets
Cash and cash equivalents 7,414,124 - 7,414,124 1,518,118 = 1,518,118
Amounts due from credit

institutions 5,421,028 3,822,139 9,243,167 20,185 87,338 107,523
Loans to customers 40,839,599 83,664,942 124,504,541 36,571,416 64,033,973 100,605,389
Assets held for sale 5,250 - 5,250 10,500 - 10,500
Property and equipment - 244,758 244,758 - 205,189 205,189
Investment in real estate - 359,573 359,573 = 74,599 74,599
Intangible assets - 175,247 175,247 = 206,628 206,628
Cutrrent Income rax assets 233,574 = 233,574 422,490 — 422 490
Deferred income tax assets - 427,022 427,022 - 365,562 565,562
Other assets 365,145 997,018 1,362,163 624,445 1,310,788 1,935,233
Total assets =l ‘55,£78,720 89,690,699 143,969,419 39,167,154 ‘66‘484‘(]77 105,651,231
Financial liabilities
Amounts due to credit

instmunons - - - 2012375 = 2012375
Amounts due to the

Shareholder 16,372,242 10,988,116 27,360,358 1,961,932 10,570,657 12,532,609
Debt securities issued 365,880 27,376,270 27,742,150 2,863,070 19,996 2,883,066
Amounts due to state and

state-financed

organizations 19,942 - 19,942 42,054 17,725 59,779
Short-term estimated

liabilities 152,885 - 152,885 133914 - 133,914
Other liabilines . 202% 0 = 230,230 125,258 ~ 125,258
Total liabilities 17,141,179 38,364,386 55,505,565 7,138,623 10608378 17,747,001
Net position 37,137,541 51,326,313 88,463,854 32,028 531 55,875,699 87,904,230

22.  Related party transactions

In accordance with TAS 24 Refated Party Disclosures, parties are considered to be related 1f one party has the ability to control
the other party or exercise significant influence over the other party in making financial or operatonal decisions. In
considering each possible related party relationship, artention is directed to the substance of the relationship, and not merely
the legal form. Related parties may enter into transactions which unrelated parties might not. Transactions between related
parties may not be effected on the same terms, conditions and amounts as transactions between unrelated parties,

%3
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22.  Related party disclosures (continued)

The volumes of related party transactions, ourstanding balances at the year end, and related expense and income for the year
are as follows:

2015 2014
Enuties Due to Enttes Due to
under the under the
Share-  common  Associa- govern- Share-  common  Associa- govern-
~ holder control _ 1es ment holder control tes ment
Loans to customers
as at 1 January - 4,289,597 - - — 3,566,177 2 e
Loans ssued duning
the year - - - - - 972,078 = =
Loans repaid during
the vear - (4,289,597) = = — (248,658) - -
Loans issued
but not repaid at
31 December = = = = — 4,289,597 - -
Interest income during
the year - 207,244 = = - 158,169 = =
Loans obtained
at1 January 12,532,609 - = 59,779 47,536,685 - - 86,868
Loans obtained during
the year 31,587,143 = - - 8.822.854 - ~ =
Loans repaid during
the year (16,821,274) - - (42,471) (44,411,590) ~ - (31,140)
Unwinding of discount 61,880 = - 2,634 584,660 - — 4,051
Loans obtained
at 31 December 27,360,358 - - 19,942 12,532,609 - — 59,779
Interest expenses
during the year 759,614 = - 310 395,740 - - 523

Key management personnel in 2015 consisted of 5 persons (2014: 5 persons). Compensation of key management personne
comprised of the following:

2015 2014
Salaries and other short-term benefits 68,995 60,982
Social security contributions 6,992 6,227
Total compensation to the key management personnel 75,987 67,209
2015 2014
Undrawn credit lines — loans to associates o o - ?lléa,lSU

23. Capital adequacy

The Corporation maintains an actively managed capital base ro cover risks inherent in the business. The adequacy of the
Corporation’s capial is monitored using, among other measures, the ratios established by the FMSC in supervising the
Corporation.

The primary objectives of the Corporaton’s capital management are to ensure that the Corporation complies with externally
imposed capiral requirements and that the Corporatdon maintains strong credir ratings and healthy capital ratios in ozder to
support its business and to maximise shareholders” value. During 2015, the Corporation had complied in full with all its
external staturory capiral requirements.
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23. Capital adequacy (continued)

Capital adequacy ratio established by the Committee

The FMSC requires companies engaged in certain rypes of bank activities to maintain a k1 and k1-2 capital adequacy ratio of
6% of assets and k1-3 general capital adequacy ratio of 12% of risk-weighted assets. In 2015 and 2014 the risk-weighted
assets, calculated under FMSC requirements were obtained on the basis of the Corporation’s financial statements prepared
in accordance with International Financial Reporting Standards. As at 31 December, the Corporation’s capital adequacy
ratio on this basis was as follows:

2015 2014
Tier 1 capital 87,315,602 87,349,189
Tier 2 capital 1,085,329 426,207
Participatory shares in charter capital of a legal enrity (5,250) (10.500)
Total equity 88,395,681 87,834,896
Risk weighted assets 142,871,092 104,518,486
Commitments and contingencies 15,046,188 13,576,917
Operational risk 4,232,651 3476372
Capital adequacy ratio k1 60.6% 82.5%
Capital adequacy ratio (k1-2) 55.3% 74.0%
Capital adequacy ratio (k1-3) 54.5% 72.3%

24. Subsequent events

On 26 February 2016 the Corporation entered into a lending agreement with KazAgro No. 22. The amount of the loan
under the agreement 1s KZT 21,000,000 thousand. The loan is provided for subsequent lending to agro-industrial complex
tacilities.
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