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Management’s confirmation of responsibility for the preparation and approval of financial statements
for the year ended December 31, 2018

Management " of Kazakhstan Stock Exchange JSC (hereinafter the “Company”) is responsible for the
preparation of the separate financial statements that present fairly the financial position of the Company as
at 31 December 2018, as well as its financial performance, cash flows and changes in equity for the year
ended 31 December 2018, in accordance with the International Financial Reporting Standards (hereinafter
“IFRS™).

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

e selecting appropriate accounting policies and applying them consistently;

e providing information, including accounting policies, in a manner that provides relevant, reliable,
comparable and understandable information;

e disclosing additional information in cases where compliance with the requirements of IFRS is not
enough for users of the information to understand effects of certain transactions and other events
or conditions on the financial position or financial performance of the Company;

e evaluating the Company's ability to continue as a going concern.

Company management is also responsible for:

e designing, implementing and maintaining reliable internal control within the Company;

e maintaining the accounting records in the manner, which allows disclosing and explaining Company’s
transactions, and presenting as at any date the information on the financial position of the Company
with a sufficient degree of accuracy, and ensuring that the financial statements comply with IFRS;

e maintaining accounting records in compliance with the laws of the Republic of Kazakhstan;

e taking such steps as are reasonably available to safeguard the assets of the Company;

e detecting and preventing financial fraud and other irregularities.

Separate financial statements for the year ended 31 December 2018 were approved by the Company's
management on 28 March 2019.

On behalf of Company management

s
"/WX\/ 7 —
A.O. Aldamber'gen 1.B. Kabanova
Chairman of the Board Chief Accountant

28 March 2019
Almaty, Kazakhstan

'"The Management means the Board of Kazakhstan Stock Exchange JSC subject to paragraph 2 of item 4 of article 6 of the
Law of the Republic of Kazakhstan On Accounting and Financial Reporting.
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INDEPENDENT AUDITOR'S REPORT

For Shareholders and the Board of Directors of Kazakhstan Stock Exchange JSC

Audit conclusion

Opinion

We have audited the attached separate financial statements of Kazakhstan Stock Exchange JSC (hereinafter
the “Company”), consisting of the statement of financial position as at the end of the day on 31 December
2018, the statement of comprehensive income, the statement of changes in equity and the statement of

cash flows for the year ended on the specified date, as well as notes to the financial statements, including
a brief overview of key accounting policies.

In our opinion, the accompanying separate financial statements in all material aspects faithfully represent
the financial position of the Company at the end of the day on 31 December 2018, as well as the financial
results of its operations and cash flow for the year ended on that date, in accordance with International
Financial Reporting Standards.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing. Our responsibilities in
accordance with these standards are described in the Auditor's Responsibility for the Audit of Financial
Statements section of our report. We are independent of the Company in accordance with the Code of Ethics
of Professional Accountants of the International Ethics Standards Board for Accountants (IESBA Code) and
ethical requirements applicable to our audit of financial statements in Kazakhstan, and we have fulfilled
other ethical obligations in accordance with these requirements and the Code of Ethics of Professional
Accountants. We believe that the audit evidence we have obtained is sufficient and appropriate to serve as
a basis for the expression of our opinion.

Other information

The Management is responsible for the other information. Other information is information in the annual
report other than the financial statements and the auditor's report thereon. We assume that the approved
annual report will be provided to us after the date of this audit opinion. Our opinion on the separate financial
statements does not apply to other information, and we will not express any form of certainty about this
information.

Due to the separate financial statements audit, we are required to review the other information when it is
provided to us. In the course of the review, we consider other information regarding significant discrepancies
in the financial statements, knowledge obtained by us during the audit, as well as other possible material
misstatements.

If, when reviewing the annual report, we conclude that other information in it is significantly distorted, we
must inform the persons responsible for corporate governance.

ToBapuWecTBo C orpaHW4eHHOH oTBETCTBEHHOCTbIO “BDO Kazakhstan”, 3aperncTpupoBaHHOE B COOTBETCTBMM C 3aKOHOAATENIbCTBOM Pecny6aukmn KasaxctaH,
ABNAETCH YHaCTHMKOM MeXAYHapoaHoro o6begnHermna BDO International Limited, 6putaHcKoro obLecTea ¢ 0TBETCTBEHHOCTbIO, OFPAHMYEHHON rapaHTHel ero
YHacTHUKOB, 1 ABJIAETCH YaCTbl0 MEXAYHAPOAHOW CETW He3aBUCHMbIX KomnaHui BDO.

BDO KazakhsFan, a limited liability partnership, registered under the laws of the Republic of Kazakhstan, is a member of BDO International Limited, a UK
company limited by guarantee, and forms part of the international BDO network of independent member firms.



Management and Corporate Governance Responsibility for the Separate Financial Statements

The Management is responsible for the preparation and fair presentation of the separate financial
statements in accordance with IFRS, as well as for the internal control system that management considers
necessary for the preparation of separate financial statements that do not contain material misstatements
due to fraud or errors.

In preparing the separate financial statements the management is responsible for assessing the Company's
ability to continue as a going concern, for disclosing the going concern information, when appropriate, and
for reporting on the basis of the going concern assumption, unless management intends to liquidate the
Company, stop its operations or when it has no other realistic alternative than liquidation or termination.

The persons responsible for corporate governance are responsible for the oversight of the preparation of
the Company's separate financial statements.

Auditor's responsibility for auditing separate financial statements

Our goal is to obtain reasonable assurance that the separate financial statements are free from material
misstatement due to fraud or error, and to issue an audit report with our opinion. Reasonable assurance is
a high degree of certainty, but it does not guarantee that an audit conducted in accordance with
International Standards on Auditing always reveals significant distortions, if any. Distortions can be the
result of fraud or error and are considered significant if it can be reasonably assumed that, individually or
collectively, they can affect the economic decisions of users made on the basis of these financial
statements.

As part of an audit conducted in accordance with International Standards on Auditing, we apply
professional judgement and maintain professional scepticism throughout the audit. In addition, we do the
following:

. identify and assess the risks of material misstatement of financial statements due to fraud or errors;
we develop and conduct audit procedures in response to these risks; we obtain audit evidence that is
sufficient and appropriate to serve as a basis for expressing our opinion.

The risk of non-detecting material misstatement as a result of fraud is higher than the risk of non-
detecting material misstatement as a result of an error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control;

. obtain an understanding of the internal control system that is relevant for the audit, in order to
develop audit procedures appropriate to the circumstances, but not to express an opinion on the
effectiveness of the Company's internal control system;

. assess the appropriateness of the accounting policies used and the reasonableness of accounting
estimates and the corresponding disclosure of information prepared by management;

o make a conclusion about the legitimacy of the management's use of the going concern assumption,
and on the basis of the audit evidence obtained - a conclusion about whether there is a material
uncertainty in connection with events or conditions that may result in significant doubts about the
Company's ability to continue as a going concern. If we conclude that there is a material uncertainty, we
must draw attention in our audit report to appropriate disclosures in the financial statements or, if such
disclosures are inappropriate, modify our opinion. Our findings are based on audit evidence obtained prior
to the date of our audit report. However, future events or conditions may cause the Company to lose its
ability to operate as a going concern;

. We assess the presentation of the financial statements as a whole, its structure and content,
including disclosures, and whether the financial statements represent the underlying operations and events
in such a way as to ensure their fair presentation.

We communicate with persons responsible for corporate governance, bringing to their attention, among
other things, information about the planned scope and timing of the audit, as well as material findings on
the audit results, including significant deficiencies in the internal control system, which we identify during
the audit.
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Kazakhstan Stock Exchange JSC

Separate Financial Statements

SEPARATE STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2018

(IN THOUSAND OF KZT EXCEPT FOR THE EARNING PER SHARE DENOMINATED IN KZT)

Income from service and commissions

Interest income

Formation of provision for impairment of assets on which
interest is accrued and other operations

Net profit / (loss) on foreign currency transactions

Dividends received

Other expenses

OPERATING INCOME

OPERATING EXPENSES
PROFIT BEFORE TAX

Corporate Income Tax Expenses
Net profit

Other comprehensive income

Other comprehensive income to be reclassified to profit or
loss in the current or subsequent periods

Net unrealized loss from revaluation of investments recorded
at its fair value in other comprehensive income

Other comprehensive income not reclassified to profit or
loss in the current or subsequent periods
Revaluation of fixed assets:

Revaluation of fixed assets
Income tax impact

Other comprehensive income
Total comprehensive income

Earnings per share
Basic and diluted (tenge)

On behalf of Management?

AApf

A.O. Aldambergen
Chairman of the Board

28 March 2019
Almaty, Kazakhstan

Chief Accountant

The year ended
31 December 31 December
Note 2018 2017
4 2.330.291 1.858.884
5 671.598 553.909
6 (4.535) (1.369)
7 7.906 2.288
24 9.189 2.753
8 62.384 20.120
3.076.833 2.436.585
9 (1.913.257) (1.559.538)
1.163.576 877.047
10 (175.011) (106.618)
988.565 770.429
(44) (44)
- (25.663)
17 - (29.682)
10 - 4,019
(44) (25.707)
988.521 744.722
11 1.049,42 817,85
/
I.B. Kapanova

Hereinafter, in the separate financial statements of the Company and in the notes thereto, the Management means the
Board of Kazakhstan Stock Exchange JSC subject to paragraph 2 of item 4 of article 6 of the Law of the Republic of

Kazakhstan “On Accounting and Financial Reporting”.

Notes on pages 6 to 43 are an integral part of these separate financial statements



Kazakhstan Stock Exchange JSC

Separate Financial Statements

SEPARATE STATEMENT OF FINANCIAL POSITION

FOR THE YEAR ENDED 31 DECEMBER 2018
(In thousand KZT)

ASSETS

Cash and cash equivalents

Restricted cash

Funds in banks

Financial assets recorded at its fair value in other comprehensive
income / Available-for-sale investments

Financial assets recorded at its amortized cost / Investments held to
maturity

Investment in associate

Investment in affiliated subsidiaries

Financial assets of the central counterparty

Advances issued

Fixed assets

Intangible assets

Assets held for sale

Prepaid current corporate income tax

Other assets

Total assets

LIABILITIES AND EQUITY

LIABILITIES

Funds of clearing participants

Central counterparty financial liabilities
Advances received

Current income tax liabilities

Deferred corporate income tax liabilities
Other liabilities

Total liabilities

EQUITY

Authorized capital

Repurchased own equity instruments

Investment revaluation reserve recorded at its fair value in
other comprehensive income

Reserve for revaluation of fixed assets

Other funds

Retained earnings

Total equity

Total liabilities and equity

On behalf of Company management

Ly

A.O. AIdamI')er"gen
Chairman of the Board

28 March 2019
Almaty, Kazakhstan

31 December

31 December

Note 2018 2017
13 26.695.041 55.097
= 1.859.408

14 1.145.303 1.926.341
15 21.053 21.053
16 18.593.240 4.156.119
1 x 135.000
1 12.852 21.782
12 3.341.113 .
4.894 6.031

17 1.333.020 1.377.510
18 146.143 169.004
100.325 -

- 120.520

19 166.153 112.751
51.559.137 9.960.616

21 39.141.386 1.859.408
12 3.341.113 :
65.690 51.286

18.919 B

10 24.360 23.546
20 73.455 55.490
42.664.923 1.989.730

20 2.366.256 2.366.256
(62.076) -

57 101

17 179.893 180.296
1.750.000 240.000

4.660.084 5.184.233

8.894.214 7.970.886

51.559.137 9.960.616

1.B. Kapanova

Chief Accountant

*Hereinafter, in the separate financial statements of the Company and in the notes thereto, December 31 of any year is

understood as December 31 of that year until 24.00 of Almaty time.

Notes on pages 6 to 43 are an integral part of these separate financial statements



Kazakhstan Stock Exchange JSC Separate Financial Statements

SEPARATE STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2018
(IN THOUSAND KZT)

Authorized Repurchased Investment Reserve Other Retained Total
capital own equity revaluation for funds earnings equity
instruments reserve revaluati
recorded at its on of
fair value in fixed
other assets
comprehensive
income
31 December 2016 2.366.256 - 145 212.771 225.000 4.421.992 7 226.164
Other comprehensive loss - - (44) - - = (44)
Revaluation of fixed assets
net of income tax = - - (25.663) = = (25.663)
Revaluation reserve
deprecation - - - (1.049) - 1.049 -
Revaluation of fixed assets
carried forward at
disposal = = = (5.763) - 5.763 -
Increase of capital reserve - - - - 15.000 (15.000)
Net profit for the year 5 = = = 770.429 770.429
Total comprehensive
income - - (44) (32.475) 15.000 762.241 744.722
31 December 2017 2.366.256 - 101 180.296 240.000 5.184.233 7.970.886
Provisions for expected
credit losses due to the
application of IFRS 9 - - = = - (3.117) (3.117)
Repurchase of own stock = (62.076) = - = - (62.076)
Other comprehensive loss - & (44) - - = (44)
Revaluation of fixed assets
carried forward at
deprecation = = - (403) = 403 &
Increase of capital reserve - = - - 1.510.000 (1.510.000) =
Net profit for the year = e = - - 988.565 988.565
Total comprehensive
income - (62.076) (44) (403) 1.510.000 (524.149) 923.328
31 December 2018 2.366.256 (62.076) 57 179.893 1.750.000 4.660.084 8.894.214

On behalf of Company management

/
(//,Qéc/,\,_/ : ,
A.O. Aldambérgen I.B. Kapanova
Chairman of the Board Chief Accountant

28 March 2019
Almaty, Kazakhstan

Notes on pages 6 to 43 are an integral part of these separate financial statements



Kazakhstan Stock Exchange JSC Separate Financial Statements

SEPARATE STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2018
(IN THOUSAND KZT)
The year ended  The year ended

31 December 31 December
Note 2018 2017

Cash flow from operating activities
Profit before tax 1.163.576 877.047

Non-cash adjustments
Provision for impairment of assets 6 (885) 1.369

Loss from revaluation of fixed assets 54.410
Net change in fair value of investments recorded at its fair

value in other comprehensive income (44) (44)
Loss from disposal of fixed assets 443 14.129
Impairment loss on investment in associate 37.473 -
Income from dividends (4.391) -
Accrued interest income 5 (671.554) (553.909)
Depreciation and amortization 17.18 129.684 130.903
Cash flow from operating activities before operating

assets and liabilities changes 654.302 523.905
Changes in operating assets and liabilities
Increase / (decrease) in operating assets
Funds of clearing participants 1.859.408 (1.432.772)
Funds in banks 772.495 640.614
Advances issued 1.137 (2.226)
Other assets (53.049) (34.407)
Increase/ (decrease) in operating liabilities
Liabilities to Funds of clearing participants 37.281.978 1.432.772
Advances received 14.404 16.086
Other liabilities 17.965 5.732
Cash inflow/(outflow) from operating activities before

tax 40.548.640 1.149.704
Interest received 674.150 628.347
Corporate income tax paid (34.758) (80.882)
Net earnings from / (use in) operating activities 41.188.032 1.697.169

Notes on pages 6 to 46 are an integral part of these separate financial statements 4



Kazakhstan Stock Exchange JSC Separate Financial Statements

SEPARATE STATEMENT OF CASH FLOWS (continued)

The year ended  The year ended

31 December 31 December
Note 2018 2017

Cash flow from investing activities
Acquisition of fixed assets 17 (35.950) (86.959)
Acquisition of intangible assets (12.388) (11.637)
Wages and other costs capitalized in intangible assets (13.880) (11.635)
Proceeds from sale of fixed assets = -
Acquisition of investments recorded at amortized cost (14.433.760) (1.615.322)
Affiliated subsidiary liquidation 8.930 5
Dividends received 1.036 =
Net use of cash in investing activities (14.486.012) (1.725.553)

Cash flow from financial activities
Outflow at own equity instruments repurchase (62.076) =
Net use of cash in financial activities (62.076) -
Net increase / (decrease) in cash and cash equivalents 26.639.944 (28.384)
Cash and cash equivalents at the beginning of the year 13 55.097 83.481
Cash and cash equivalents at the end of the year 13 26.695.041 55.097

Dividends received by the Company during the years ended 31 December 2018 and 31 December 2017 were
equal to 9.189 thous. tenge and 2.753 thous. tenge respectively.

On behalf of Company management

Ja&/»/ / el

A.O. Aldambergen I.B. Kapanova
Chairman of the Board Chief Accountant

28 March 2019
Almaty, Kazakhstan

Notes on pages 6 to 43 are an integral part of these separate financial statements



Notes to the separate financial statements
Kazakhstan Stock Exchange JSC for the year ended 31 December 2018

(in thousands of KZT unless stated otherwise)
1. ORGANISATION

Kazakhstan Stock Exchange Joint-Stock Company (hereinafter referred to as the Company, the Stock
Exchange) was established on November 17, 1993 in accordance with the laws of the Republic of
Kazakhstan.

Currently, the Company operates on the basis of the certificate of state re-registration of the legal entity
No. 1952-1910-01-AO dated January 7, 2004, issued by the Justice Department of the Bostandyk District
under the Department of Justice of Almaty.

The Company's activities in the securities market are carried out on the basis of the following licenses:

1) License for carrying out activities on the securities market dated July 19, 2012 No. 4.2.3/1, issued
by the Committee for the Control and Supervision of the Financial Market and Financial
Organizations of the National Bank of the Republic of Kazakhstan. The license gives the right to
carry out the following activities in the securities market:

. activities on trading in securities and other financial instruments;
. clearing activities on transactions with financial instruments in the securities market;

2) The license to conduct banking operations in national and foreign currency dated September 5, 2018
No. 4.3.8, issued by the National Bank of the Republic of Kazakhstan. The license gives the right to
conduct the following banking operations:

. opening and maintaining correspondent accounts of banks and organizations engaged in
certain types of banking operations;

. transfer operations: execution of orders of individuals and legal entities on payments and
money transfers;

. opening and maintaining bank accounts of legal entities;

. organization of exchange operations with foreign currency, except for the organization of

exchange operations with foreign currency in cash.

Legal address of the Company: 8th floor, 280 Baizakov Street, Northern Tower of the Almaty Towers
Multifunctional Complex, 050040, Almaty, Republic of Kazakhstan.

The main activity of the Stock Exchange is the organization of trading in securities and other financial
instruments in accordance with the laws of the Republic of Kazakhstan.

Related activities of the Stock Exchange are clearing of transactions with financial instruments, the
implementation of certain types of banking operations, the provision of information and other services not
prohibited by the laws of the Republic of Kazakhstan.

As of the end of days of December 31, 2018 and December 31, 2017, the shareholders, each of which owns
ordinary shares of the Company in an amount exceeding 5% of the total number of its outstanding shares,
are as follows:

31 December 31 December
2018, % 2017, %

Shareholders
National Bank of the Republic of Kazakhstan State-owned Institution 50.10 50.10
Halyk Savings Bank of Kazakhstan JCS 7.75 -
Kazkommertsbank JSC - 6.33
CENTRICA LLP 6.88 6.88
Others (individually owning less than 5%) 35.27 36.69
Total 100.00 100.00

In accordance with paragraph 2 of Article 84 of the Law of the Republic of Kazakhstan On the Securities
Market (hereinafter the “Law”), the share of each shareholder of the Exchange together with its affiliates
may not exceed 20% of the total number of outstanding shares, unless the shareholder is an authorized
body, that is, the National Bank of the Republic of Kazakhstan.

During the years ended December 31, 2018 and December 31, 2017 the National Bank of the Republic of
Kazakhstan (hereinafter the “NBRK”) is a controlling party of the Company.



Notes to the separate financial statements
Kazakhstan Stock Exchange JSC for the year ended 31 December 2018

(in thousands of KZT unless stated otherwise)
1. ORGANIZATION (continued)

For the year ended 31 December 2017 the Company had the following subsidiaries:

Contribution
to the
Percentage of authorized
County of voting shares, capital (thous.
Name business (%) KZT)  Type of activity
IRBIS Financial Markets
Information Agency LLP Kazakhstan 100 8.930 Information services
Information
eTrade.kz LLP Kazakhstan 100 12.852 technology
21.782

The liquidation procedures of IRBIS FMIA LLP have been completed in accordance with Order No. 4813 of
the Ministry of Justice of the Republic of Kazakhstan dated December 13, 2018 "On registration of IRBIS
FMIA LLP termination”.

As of the end of December 31, 2018 IRBIS Financial Markets Information Agency LLP has been liquidated.

Contribution to
Percentage of the authorized
County of voting shares, capital (thous.

Name business (%) KZT) Type of activity
Information
eTrade.kz LLP Kazakhstan 100 12.852 technology
12.852
Associate

RTRS LLP, the Associate, operates in the Republic of Kazakhstan and functions as a backup trade and
financial settlements centre. Investments in the Associate are recorded at historical cost net of
impairment loss (if available).

During the years ended December 31, 2018 and December 31, 2017, the percentage of participation in the
authorized capital was 50% of direct participation. There is an indirect participation in the authorized
capital of RTRS LLP through the ownership of 34.69% of shares in Central Securities Depository JSC.

The Stock Exchange does not classify investment in RTRS LLP as an investment in a subsidiary, as the Stock
Exchange does not have control over it. The NBRK exercises actual control of RTRS LLP through the
ownership of 54.98% of shares of Central Securities Depository JSC in accordance with the Law and
through the ownership of 50.1% of the Stock Exchange shares. The total indirect share of the NBRK
participation in the authorized capital of RTRS LLP is 52.54%.

On December 25, 2018 the Board of Directors made a decision No. 38 On the sale of the Stock Exchange
share in RTRS LLP and on transaction with Central Securities Depository JSC, followed by concluding a
purchase agreement on the following essential conditions:

1) participation share is 50%;

2) price for 50% participation share is 97.527.000 tenge 00 tiyn.

Based on the above, in the financial statements of the Stock Exchange for the year ended December 31,
2018, RTRS LLP is recorded as an asset held for sale at a fair value determined in the report of an
independent appraiser dated December 6, 2018, which is approved as the selling price.

2. BASIS OF PREPARATION OF FINANCIAL STATEMENTS
Accounting basis

These separate financial statements have been prepared in accordance with International Financial
Reporting Standards (hereinafter the “IFRS”). Separate financial statements were prepared on the basis of
the principle of accounting at historical cost, with an exception of the principle in the Key accounting
policies section, for example, financial assets recorded at its fair value in other comprehensive income,
fixed assets of the groups - buildings, land and vehicles have been measured at fair value.



Notes to the separate financial statements
Kazakhstan Stock Exchange JSC for the year ended 31 December 2018

(in thousands of KZT unless stated otherwise)
2. BASIS OF PREPARATION OF FINANCIAL STATEMENT (continued)

These separate financial statements have been issued additionally to the consolidated financial
statements of the Company. Consolidated financial statements of the Company have been approved by
the Company's management on 28 March 2019.

These separate financial statements have been prepared on the basis of the going concern assumption
that the Company is currently operating and will continue in operational existence for the foreseeable
future.

These separate financial statements are presented in thousands of Kazakhstan tenge (hereinafter the
“tenge”) except for earning per share, unless stated otherwise.

Functional currency

The functional currency of the Company's separate financial statements is tenge which best of all is
reflecting the substance behind the events and circumstances relevant to the Company.

New and revised IFRSs application

New and revised standards and interpretations

IFRS 9 Financial Instruments

IFRS 15 Revenue from Contracts with Customers

IFRIC 22 Foreign Currency Transactions and Advance Consideration

IAS 40 Investment Property

Amendments to IFRS 2 Share-based Payment

Amendments to IFRS 4 Application of IFRS 9 Financial Instruments instead of IFRS 4 Insurance Contracts

Amendments to IAS 28 Investments in Associates and Joint Ventures - clarification that the decision to
evaluate investees at fair value in profit or loss should be made separately for each investment

Amendments to IFRS 10 and IAS 28 Sale or contribution of assets in transactions between the investor and
its associate or joint venture

The Stock Exchange applied the following revised IFRSs, which became effective for annual reporting
periods beginning on or after January 1, 2018. The Stock Exchange did not prematurely apply the
standards, clarifications or amendments that have been issued but were not put into effect.

IFRS 9 Financial Instruments

IFRS 9 Financial Instruments, which includes all phases of a financial instruments project and replaces IAS
39 Financial Instruments: Recognition and Measurement, as well as all previous versions of IFRS 9.
The standard introduces new requirements for classification and evaluate, as well as for accounting of
impairment and hedging.

In terms of classification and evaluate, the new standard requires that all financial assets, with the
exception of equity and derivative instruments, be evaluated on the basis of a combined approach based
on the business model used by the company to manage financial assets and the characteristics of the
financial asset associated with cash flows envisaged by the contract. Instead of the categories established
by IAS 39, the following categories of financial instruments are introduced: evaluated at fair value in
profit or loss (hereinafter the “P&L”), at fair value in the other comprehensive income (hereinafter the
“0OCI”) and at the amortized cost.

IFRS 9 also allows companies to continue classification of financial instruments (but without the right of
subsequent reclassification) that meet the recognition criteria as evaluated at amortized cost or at fair
value in the OCl into the category of assets evaluated at fair value in profit or loss, if this can eliminate or
significantly reduce inconsistencies in evaluation or recognition approaches. Equity instruments not held
for trading may be (without the right of subsequent reclassification) classified as the instruments
evaluated at fair value through in OCI, and the income or expenses of such instruments are not to be
reflected in the income statement in the future. The accounting treatment of financial liabilities is
generally similar to the requirements of IAS 39.



Notes to the separate financial statements
Kazakhstan Stock Exchange JSC for the year ended 31 December 2018

(in thousands of KZT unless stated otherwise)
2. BASIS OF PREPARATION OF FINANCIAL STATEMENT (continued)
New and revised IFRSs application (continued)

New and revised standards and interpretations (continued)

IFRS 9 critically changes the approach to accounting for the impairment. According to IAS 39 the approach
based on incurred losses is changed into a forecasting approach requiring recording of expected credit
losses. The Stock Exchange shall have to recognize the estimated reserve for expected credit losses on all
financial assets recorded at amortized cost and other debt financial assets not evaluated at fair value in
profit or loss. The reserve should be evaluated at the amount equal to the expected credit losses due to
the probability of default over the next 12 months. In cases where the credit risk of an instrument has
increased significantly since its initial recognition, the reserve is evaluated based on the probability of
default over the life of the asset.

IFRS 9 is effective for annual reporting periods beginning on or after January 1, 2018. Early application is
allowed. Retrospective application is mandatory, but recalculation of comparative information is not
required. The impact of the application of the standard at the date of transition (January 1, 2018) is
recorded in the retained earnings.

The business model of the Stock Exchange was evaluated on January 1, 2018, the date of initial
application. Analysis of whether contractual cash flows on debt instruments are solely payments on the
principal amount of the debt and interest is based on the facts and circumstances existing at the time of
initial recognition of these assets.

The application of IFRS 9 has not had a significant impact on the classification and measurement of the
financial assets of the Stock Exchange.

The Stock Exchange continued to evaluate at fair value all the financial assets which have been previously
evaluated at fair value in accordance with IAS 39. The changes in the classification of the Stock Exchange
financial assets are as follows:

« Receivables and other financial fixed assets that were classified as loans and receivables as of December
31, 2017, are held within the business model. The purpose of the business model is to obtain the
contractual cash flows that are solely intended as payments on the principal amount of the debt and
interest. From January 1, 2018, such instruments are classified and evaluated as Debt instruments
evaluated at amortized cost.

e Quoted debt instruments, which as of December 31, 2017 were classified as financial assets held to
maturity, from January 1, 2018 are classified and evaluated as Debt instruments evaluated at amortized
cost. The Stock Exchange holds these assets to obtain the contractual cash flows. The quoted debt
instruments of the Stock Exchange include ordinary government and corporate bonds, the cash flows of
which are intended exclusively for payments offset against the principal amount of the debt and interest.

« Investments in equity instruments of organizations whose shares are not listed on the stock exchange
and which as of December 31, 2017 were classified as available-for-sale financial assets from January 1,
2018 are classified and evaluated as equity instruments classified at the discretion of the Stock Exchange
as being evaluated at fair value in the other comprehensive income. The Stock Exchange made an
irrevocable decision to include the available investments in unquoted equity instruments in this category,
since the Stock Exchange intends to hold such investments in the foreseeable future. In previous periods,
there was no impairment losses recognized in profit or loss on such investments. The Stock Exchange, in
its sole discretion, did not classify any financial liabilities as evaluated at fair value in profit or loss. The
classification and evaluation of the Stock Exchange financial liabilities has not changed.

Adjustments related to the application of IFRS 9 were recognized on January 1, 2018 in the relevant
articles of the statement of changes in equity. In the transition to IFRS 9, the following new valuation
technique has been applied: provision for impairment was calculated using the expected loss model.



Notes to the separate financial statements
Kazakhstan Stock Exchange JSC for the year ended 31 December 2018

(in thousands of KZT unless stated otherwise)

2. BASIS OF PREPARATION OF FINANCIAL STATEMENT (continued)
New and revised IFRSs application (continued)
New and revised standards and interpretations (continued)

Below there is a reconciliation of estimated provisions for impairment in accordance with IAS 39 at the
end of the period with allowances for losses at the beginning of the period in accordance with IFRS 9:

Allowance for

impairment
according to IAS ECL according
39 as of to IFRS 9 as of
December 31, January 01,
2017 (thous. 2018
tenge) Revaluation (thous. tenge)
Receivables according to IAS 39 / Financial
Assets evaluated at amortized cost
according to IFRS 9 and contractual assets 6.288 (4.161) 2.127
Investments held to maturity according to IAS
39 / Financial Assets evaluated at amortized
cost according to IFRS 9 3.892 (3.361) 531
Cash and cash equivalents ) 256 256
Funds in banks : 10.383 10.383
Available-for-sale financial assets according
to IAS 39 / Equity Instruments evaluated at
fair value in the OCI according to IFRS 9 i i )
10.180 3.117 13.297

IFRS 15 Revenue from Contracts with Customers

On May 2014 the IFRS Board has issued IFRS 15 Revenue from Contracts with Customers which became
effective for the annual reporting periods beginning from January 01, 2018 or after that date. Early
application is allowed. IFRS 15 defines revenue recognition principles and has to be applied to all
contracts with customers. However, interest and fee and commission income directly related to financial
instruments and lease contracts are not covered by IFRS 15 and are subject to other applicable standards
(for example, IFRS 9 and IFRS 16 Leases).

According to IFRS 15, revenue should be recognized upon the transfer of goods or services in the amount
of compensation, the right to which the Stock Exchange is expecting to receive in exchange for the
transfer of these goods or services. The standard also has the requirements for disclosing detailed
information about the nature, size, timing and uncertainty of revenue and cash flow arising from contracts
with customers. The application of IFRS 15 did not affect the Stock Exchange revenue and profit or loss.

Services

According to IFRS 15, the Stock Exchange concluded that it will continue to apply the previous accounting
policy and will recognize revenue related to the services provided by the Stock Exchange during the
period, as customers simultaneously receive and consume the benefits provided by the Stock Exchange.
When transferring to IFRS 15, the Stock Exchange did not need to reclassify amounts from trade
receivables to contractual assets.

Advance payments received from customers

When adopting IFRS 15 for short-term advance payments, the Stock Exchange used a practical
simplification.
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(in thousands of KZT unless stated otherwise)
2. BASIS OF PREPARATION OF FINANCIAL STATEMENT (continued)
New and revised IFRSs application (continued)

New and revised standards and interpretations (continued)

According to this simplification, the Stock Exchange will not adjust the promised compensation amount,
taking into account the influence of a significant financing component in the contracts, if at the time of
contract execution the Stock Exchange expects that the period between the transfer of the promised
services to the customer and the customer’s payment for such service shall not exceed one year.

Amendments to IFRS 2 Share-based Payment

The IFRS Board has issued amendments to IFRS 2 Share-based Payments related to the classification and
evaluation of share-based payment transactions. These amendments are intended to eliminate
discrepancies in the practice during the standard application, but consider a limited scope of issues
related only to classification and evaluation. The amendments clarify requirements in three main areas:

e the impact of the conditions for the transfer of rights to the valuation of share-based payment
transactions with settlements in cash;

e classification of a share-based payment transaction which conditions allow a company to withhold
part of equity instruments to be transferred to an employee in order to fulfil the obligation to pay
the corresponding tax for that employee;

e accounting treatment in cases when modifying the share-based payment transaction conditions
requires its reclassification from the category of transactions with settlements in cash to the
category of transactions with settlements in equity instruments.

These amendments are effective for annual reporting periods beginning on or after January 1, 2018. The
application of these amendments will not require the Stock Exchange to recalculate data for previous
periods; retrospective application is permitted provided that the Stock Exchange will decide to apply all
three amendments at once and fulfil some other criteria. Early application is also permitted. These
amendments did not have any significant effect on the Stock Exchange.

Amendments to IFRS 4 Application of IFRS, to IFRS 9 Financial Instruments alongside with IFRS 4 Insurance
Contracts

The amendments are intended to eliminate the issues arising from the application of the new standard for
financial instruments IFRS 9 before the companies start applying the new standard for accounting for
insurance contracts, which is now being developed by the IFRS Board instead of IFRS 4. According to the
amendments, the companies entering into insurance contracts may choose one of two options: temporary
exemption from the application of IFRS 9 or the use of the overlap method. Temporary exemptions from
the application of IFRS 9 can be used by companies whose activities are primarily related to insurance.
Such companies will be able to continue to apply IAS 39 Financial Instruments: Recognition and
Measurement and postpone the application of IFRS 9 until January 1, 2021, but no later than that date.
The compensatory approach provides for the obligatory adjustment of profit or loss for excluding their
additional volatility, which may arise when IFRS 9 and IFRS 4 are applied simultaneously.

Temporary exemption is permitted for the first time for reporting periods beginning on or after January 1,
2018. The compensatory approach may be selected by the company at first application of IFRS 9 and must
be applied retrospectively for financial assets classified in a certain category upon transition to IFRS 9.
These amendments did not have any significant effect on the Stock Exchange.

IFRS 16 Lease

IFRS 16 presents a single model for defining lease contracts and accounting by both the lessor and the
lessee. Following the entry into force the new standard will replace IAS 17 Leases and all related
clarifications.

IFRS 16 distinguishes between lease contracts and service contracts based on whether the customer
controls the identified asset. There is no longer a separation between operating lease (off-balance sheet
accounting) and financial lease (on the balance sheet accounting) for the lessee. Instead the model is
used, according to which the right-of-use asset and the corresponding liability for all lease contracts (on
the balance sheet accounting for all contracts) must be recognized, except for short-term lease and lease
of low-cost assets
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(in thousands of KZT unless stated otherwise)

2. BASIS OF PREPARATION OF FINANCIAL STATEMENT (continued)

New and revised IFRSs application (continued)
New and revised standards and interpretations (continued)

The right-of-use asset is initially recognized at historical cost and after initial recognition is recorded at
historical cost (with a few exceptions) net of accumulated depreciation and accumulated impairment loss,
adjusted for revaluation of the lease liability. The lease liability is initially evaluated at the present value
of the remaining lease payments. After initial recognition, the lease liability is adjusted for interest on the
liability and lease payments, as well as, among other things, for the effect of modifications to the lease
contract. Additionally, the cash flow classification will also change as payments under operating lease
contracts in accordance with IAS 17 are classified as cash flow from operating activities, whereas in
accordance with IFRS 16 lease payments will be divided into repayment of the principal amount of
liabilities and interest, which will be presented as cash flows from financial and operating activities,
respectively.

Compared to the accounting by the lessee, accounting by the lessor in accordance with IFRS 16 has
remained almost unchanged compared to IAS 17 and requires to distinguish lease contracts for operating
or financial leases. Moreover, the disclosure requirements in accordance with IFRS 16 have significantly
increased.

IFRS 16 effective for annual periods beginning on or after 1 January 2019 requires more disclosures from
lessors and lessees compared to IAS 17.

The Stock Exchange intends to apply this standard since its becomes effective. Preliminary analysis
demonstrates that in case of lease contracts meeting the definition of a lease in accordance with IFRS 16,
respectively, the Stock Exchange will reflect right-of-use assets and lease liabilities for these contracts,
except for those that meet the short-term lease criteria or lease of low-value assets criteria in IFRS 16.

Annual IFRS improvements (2015-2017 cycle) (effective from January 1, 2019, early application is
allowed).

Improvements refer to the following standards:

IFRS 3 Business Combinations It clarifies that the entity revaluates its former share in a joint operation
after it gains control of the business;

IFRS 11 Joint Arrangements An entity should not overestimate its former share in a joint operation after it
gains joint control of the business;

IAS 12 Income Taxes An entity must equally consider all tax implications of dividend payments;

IAS 23 Borrowing Costs Any borrowings that the company initially raises to develop an asset are recorded
as part of general borrowings after the asset is ready for its intended use or sale;

Amendments to IAS 19 Remeasurement on a Plan Amendment, Curtailment or Settlement (effective from
January 1, 2019);

Interpretation (IFRIC) 23 Uncertainty over Income Tax Treatments (effective for annual periods beginning
on or after January 1, 2019);

Amendments to IAS 28 Long-Term Investments in Associates and Joint Ventures (effective from January 1,
2019);

Amendments to IFRS 9, Prepayment Features with Negative Compensation (effective from January 1,
2019);

IFRS 17 Insurance Contracts (effective for annual reporting periods beginning on or after 1 January 2021);
Amendments to IFRS 10 / IAS 28 Sale or Contribution of Assets between an Investor and its Associate or
Joint Venture (effective date deferred indefinitely until the research project on the equity method has
been concluded).
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Kazakhstan Stock Exchange JSC for the year ended 31 December 2018

(in thousands of KZT unless stated otherwise)

2. BASIS OF PREPARATION OF FINANCIAL STATEMENT (continued)

New and revised IFRSs application (continued)

The Stock Exchange did not prematurely apply the standards, amendments and interpretations and is
currently evaluating their impact on the financial statements.

3. KEY ACCOUNTING POLICIES
Service and Commission Revenues Recognition

Service and commission revenues are recognised upon rendering of the corresponding services. Revenues
from membership and listing fees are recognized on the basis of decisions on the admission of the entities
to the Stock Exchange members and quoting of securities on the Stock Exchange official list. Revenues
received by the Stock Exchange from any entity as a monthly membership fee is recognized monthly on
permanent basis as long as the entity is the Stock Exchange member. Revenues from annual listing fees
are recognized within 12-month period to which they relate.

Interest Income Recognition

Interest income is recorded on an accrual basis and is calculated using the effective interest method. The
effective interest method is calculating the amortized cost of a financial asset or financial liability (or a
group of financial assets or financial liabilities), and also in referring interest income or interest expense
to the relevant period.

The effective interest rate is an interest rate by which expected future payments or cash receipts are
reduced to the net present value of a financial asset or financial liability. In doing this, cash flows are
discounted for the period when the financial asset or financial liability is expected to exist, or, if
applicable, for a shorter period.

Interest income includes interest income from investments in securities, accrued interest on deposits and
cash balances using the effective interest method.

If a financial asset or a group of homogeneous financial assets was written off (partially written off) as a
result of impairment, interest income is determined based on the initial effective interest rate used to
discount future cash flows in order to calculate impairment loss.

IFRS 9 Financial Instruments replaces IAS 39 Financial Instruments: Recognition and Measurement and is
effective for annual periods beginning on or after January 1, 2018. IFRS 9 combines three aspects of
financial instruments accounting: classification and measurement, impairment and hedge accounting.

Classification and measurement of financial assets

According to IFRS 9, the Stock Exchange initially measures financial assets at fair value, which is increased
if the financial assets are not measured at fair value in profit or loss, in the amount of transaction costs.

Debt instruments held as part of a business model aimed at obtaining contractual cash flows that include
only the principal amount and interest thereon are generally evaluated at amortized cost. Debt
instruments held as part of a business model with the purpose of obtaining both contractual cash flows
and financial asset sale, as well as having contractual terms that stipulate cash flows that exclusively are
the repayment of the principal of loan and interest for the outstanding principal of loan are usually
recorded at fair value in the OCI. All other debt and equity instruments are measured at fair value.

The analysis of whether contractual cash flows on debt instruments are solely payments on the principal

of loan and interest was based on the factors and circumstances existing at the time of these assets initial
recognition.
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(in thousands of KZT unless stated otherwise)
3. KEY ACCOUNTING POLICIES (continued)

Classification and measurement of financial liabilities

The accounting treatment of financial liabilities remained unchanged compared to the treatment
according to IAS 39. Additionally in accordance with IAS 39 and IFRS 9 it is required to consider liabilities
in terms of contingent consideration as financial instruments measured at fair value while recognizing
changes in fair value in the statement of profit or loss.

Financial liabilities are recorded at fair value net of transaction costs.

Further, other financial liabilities are measured at amortized cost. Interest expense is calculated using the
effective interest method.

The Stock Exchange derecognizes financial liabilities only if they are repaid, cancelled, or in case of the
expiration of the claim on them. When an existing financial liability is replaced by another liability to the
same creditor on significantly different conditions, or when the conditions of the existing liability change
significantly, such replacement or change is recorded as write-off of the initial liability and recognition of
a new one. The difference between the balance book value of a derecognised financial liability which is
paid or payable as remuneration is recognized in profit or loss.

Impairment

Application of IFRS 9 has changed the accounting treatment used by the Stock Exchange for impairment
loss on financial assets. Method used in IAS 39 and based on incurred losses was replaced by a projected
expected credit loss model (hereinafter the “ECL”).

Expected credit loss is calculated as the difference between the cash flows due to the Stock Exchange in
accordance with the contract and all cash flows that the Stock Exchange is expecting to receive.
Underpayment is then discounted at a rate approximately equal to the initial effective interest rate for
the asset.

With respect to receivables, the Stock Exchange applied the simplified approach provided for by the
standard, and calculated the ECL for the entire period. The Stock Exchange applied the valuation reserve
matrix based on its experience of incurring credit loss adjusted for the prospective factors specific to
borrowers and general economic conditions.

In the case of other debt financial assets, ECLs are calculated for 12 months. However in case of a
significant increase in the credit risk of a financial instrument since the initial recognition, the loss
allowance is estimated at an amount equal to the expected credit loss for the entire period.

The Stock Exchange management assessed the credit risk in relation to deposits placed in the National
Bank of Kazakhstan and short-term government securities as a low risk, given their stable external credit
ratings, and did not recognize the expected credit loss on these assets.

Cash and cash equivalents

Cash and cash equivalents include cash on hand and cash balances on the NBRK current and correspondent
accounts, in the banks of the Republic of Kazakhstan and abroad with an initial maturity of up to three
months, balances on brokerage accounts, and balances on clearing accounts.

Funds of clearing participants

Most of the clearing participants’ funds are money of the foreign exchange market members placed on the
Stock Exchange correspondent accounts at the reporting date for the operations on the next trading day.

According to the Stock Exchange internal documentation The Clearing Rules on Financial Instruments
Transactions (hereinafter the “Rules”) each clearing participant must maintain a certain level of collateral
and guarantee fee on the Stock Exchange correspondent account. Additionally at the end of the trading
day some of the clearing participants leave money on the Stock Exchange correspondent account for
trading on the next trading day. The Stock Exchange recognizes theses money as liabilities to the clearing
participants.
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3. KEY ACCOUNTING POLICIES (continued)

Funds in banks

During operations the Stock Exchange opens current accounts and deposits with banks for a period
exceeding three months. Funds in banks with certain maturities are recorded at amortized cost using the
effective interest method. Funds in banks are recorded net of pr