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Independent auditor’s report

To Participants and Supervisory Board of
“Microfinance organization “Asian Credit Fund” Limited Liability Company

Opinion

We have audited the financial statements of “Microfinance organization “Asian Credit Fund” LLC
(hereinafter - the “Company"), which comprise the statement of financial position as at

31 December 2018, and the statement of comprehensive income, statement of changes in equity
and statement of cash flows for the year then ended, and notes to the financial statements,
including a summary of significant accounting policies.

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs).

Our responsibilities under those standards are further described in the Auditor’s responsibilities
for the audit of the financial statements section of our report. We are independent of the
Company in accordance with the International Ethics Standards Board for Accountants’ Code of
Ethics for Professional Accountants (IESBA Code), and we have fulfilled our other ethical
responsibilities in accordance with the IESBA Code. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Responsibilities of management and Supervisory Board for the financial statements

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

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

The Supervisory Board is responsible for overseeing the Company's financial reporting process.

A member firm of Ernst & Young Global Limited
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Auditor’'s responsibilities for the audit of the financial statements

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

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

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

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

> Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management;

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

> Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions
and events in a manner that achieves fair presentation.
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We communicate with the Supervisory Board regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

Paul Cohn
Audit Partner

OlgaKhegay Wel Lo emoss /S Dinara Mdlayev
Y NG & ; [~ ,
S Acting General Director

‘Auditor

= Ernst & Young LLP
Audit Qualification Certificate State audit license for audit activities on the
N2 MD-0000286 dated 25 September 2015 territory of the Republic of Kazakhstan: series

MOHKO-2 No. 0000003 issued by the Ministry
of Finance of the Republic of Kazakhstan on
15 July 2005

050060, Republic of Kazakhstan, Almaty

Al-Farabi ave., 77/7, Esentai Tower

17 June 2019



Microfinance organizaton “Asian Credit Fund” LLC

2018 financial statements

STATEMENT OF FINANCIAL POSITION
as at 31 December 2018

(in thousands of tenge)

31 December 31 December
Notes 2018 2017
Assets
Cash and cash equivalents 5 403,557 255,623
Amounts due from credit institutions 6 - 99,350
Loans to customers 7 5,118,392 3,974,886
Current corporate InCome tax assets 10 21,789 14,138
Deferred corporate income tax assets 10 1,466 2,825
Property and equipment 105,928 30,664
Intangible assets 85,735 54,181
Other assets 8 40,534 35,033
Total assets 5,777,401 4,516,700
Liabilities
Amounts due to credit institutions 9 4,421,261 3,482,946
Other liabilities 8 80,892 82,464
Total liabilities 4,502,153 3,565,410
Equity
Charter capital 11 341,297 341,297
Retained earnings 933,951 609,993
Total equity 1,275,248 951,290
Total equity and liabilities 5,777,401 4,516,700

Signed and authorised for issue on behalf of the Management of the Company:

Zhakupova Zh.B.

Sabalakova A.D.

%

17 June 2019

Execunve Director

Chief Accountant

The accompanying notes on pages 5 1o 36 are an infegral part of these financial statements.
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2018 financial statements

STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 December 2018

(in thousands of tenge)

Notes 2018 2017
Interest revenue calculated using effective interest rate
Interest revenue on loans to customers 2,269,338 1,859,851
Interest revenue on amounts due from credit institutions 2,907 7,818

2,272,245 1,867,669

Interest expense on amounts due to credit institutions (773,566) (612,526)
Net interest income 1,498,679 1,255,143
Credit loss expense 12 (132,556) (126,845)
Net interest income after credit loss expense 1,366,123 1,128,298
Net losses from derivative financial instruments - (9,492)
Net gains/(losses) from foreign currencies:
- translation differences 42,019 37,936
- dealing (16,469) (8,600)
Other mcome 7,613 2,350
Operating expenses 13 (1,013,168) (777,795)
Other impairment and provisions - (3,893)
Other expenses (2,883) (5,760)
Profit before corporate income tax expense 383,235 363,032
Corporate income tax expense 10 (83,268) (83,025)
Profit for the year 299,967 280,007
Other comprehensive income for the year - -
Total comprehensive income for the year 299,967 280,007

The accompanying notes on pages 5 to 36 are an inicgral part of these financial statements.



Microfinance organization “Asian Credit Fund” LILC 2018 financial statements
STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2018

(in thousands of tenge)

Charter Retained Total

"‘”’ Notes capital earnngs equity
As at 31 December 2016 341,297 329,986 671,283

Total comprehensive income for the year - 280,007 280,007

As at 31 December 2017 341,297 609,993 951,290

Impact of adopting IFRS 9 3 - 23,991 23,991

Restated opening balance under IFRS 9 341,297 633,984 975,281

Total comprehensive income for the year - 299,967 299,967

As at 31 December 2018 341,297 933,951 1,275,248

The-accompanying notes on pages 5 to 36 are an integral part of these financial statements.
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STATEMENT OF CASH FLOWS
for the year ended 31 December 2018

(in thonsands of fenge)

Notes 2018 2017
Cash flows from operating activities
Profit before corporate income tax expense 383,235 363,032
Adjustments:
Depreciation and amortizaton 13 21,718 16,062
Accrued interest income (2,272,245) (1,867,669)
Accrued mnterest expense 773,566 612,526
Credit loss expense 12 132,556 126,845
Other impairment and provisions - 3,893
Accrued vacation reserve and other payroll accruals 9,590 7,606
Unrealised losses from foreign currencies (42,019) 3,663
Loss on disposal of property and equipment 1,076 312
Other expenses 1,836 -
Net decrease/ (increase) in operating assels
Derivative financial assets - 68,280
Amounts due from credit institutions 95,568 99,350
Loans to customers (1,165,965) (1,156,060)
Other assets (8,560) (20,525)
Net decrease in aperating liabilities
Other liabilities (10,665) (72,6706)

(2,080,309) (2,014,061)

Interest received 2,197,285 1,795,344
Interest paid (684,309) (522,128)
Corporate income tax paid (95,558) (75,963)
Net cash used in operating activities (662,891) (816,808)
Cash flows from investing activities
Purchase of property and equipment (45,696) (40,485)
Proceeds from sale of property and equipment 1,186 919
Purchase of intangible assets (37,643) (44,942)
Net cash used in investing activities (82,153) (84,508)
Cash flows from financing activities
Proceeds from amounts due to credit institutions 19 2,230,148 1,432,794
Repayment of amounts due to credit institutions 19 (1,378,418) (781,888)
Net cash from financing activities 851,730 650,906
Liffect of exchange rate changes on cash and cash equivalents 41,248 (12,175)
Net change in cash and cash equivalents 147,934 (262,585)
Cash and cash equivalents, beginning 255,623 518,208
Cash and cash equivalents, ending 5 403,557 255,623

The accompanying notes on pages 5 1o 36 are an integral part of these financial statements.
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(in thousands of tenge, unless otherwise indicated)

1.  Principal activities

Microfinance organization “Asian Credit Fund” Limited Liability Company (hereinafter — the “Company”) was registered on
27 October 2005, and is carrying out its activities in the territory of the Republic of Kazakhstan. On 29 December 2014,
the Company was re-registered in connection with the decision of its participants on changing the name of the Company from
Microcredit organization “Asian Credit Fund” Limited Liability Company to Microfinance organization “Asian Credit Fund”
Limited Liability Company as per requirement of the Law of Republic of Kazakhstan Law On Microfinance Organisations, issued
on 26 November 2012, with last amendments on 28 November 2016.

The Company’s principal activity is granting micro loans to customers. As at 31 December 2018, the Company had 6 branches
and 41 outlets in the Republic of Kazakhstan (31 December 2017: 5 branches and 37 outlets).

The Company’s head office is located at 60 Auezov Str., Almaty, the Republic of Kazakhstan.
Participatory shares in the Company are distributed as follows:

Ownership, %

31 December 31 December

Name 2018 2017
BOPA Pte 1ID 47.57 47.57
Mercy Corps 30.35 30.35
“Astan Credit Fund” Public Fund 20.18 20.18
Karavella Invest LLLP 1.90 1.90
100.00 100.00

The participants’ shares in the charter capital are not proportional to contributions made. The controlling participant of
the Company is Mercy Corps which has an additional patticipatory share in the Company through “Asian Credir Fund” Public
Fund.

2. Basis of preparation

These financial statements have been prepared in accordance with International Financial Reporting Standards (hereinafter —
“TFRS”).
The financial statements are prepared under the historical cost convention except as disclosed in Summary of Accounting

Policies.

The financial statements are presented in thousands of Kazakhstan tenge, unless otherwise indicated.
3.  Summary of accounting policies

Changes in accounting policies

The Company applied IFRS 15 and 1FRS 9 for the first time. The nature and effect of the changes as a result of adoption of
these new accounting standards are described below.

The Company applied for the first time certain amendments to the standards, which ate effective for annual periods beginning
on or after 1 January 2018. The Company has not carly adopted any standards, interpretations or amendments that have been
issued but are not yet effective. The nature and the impact of each amendment is described below:

IFRS 9 Financial Instruments

IFRS 9 replaces 1AS 39 Financial Instruments: Recognition and Measurement for annual petiods on or after 1 January 2018.
The Company has not restated comparative information for 2017 for financial instruments in the scope of IFRS 9. Therefore,
the comparative information for 2017 is reported under IAS 39 and is not comparable to the information presented for 2018.
Differences arising from the adoption of IFRS 9 have been recognised directly in retained earnings as of 1 January 2018 and
are disclosed below.



Microfinance organization “Asian Credit Fund” 1.1.C 2018 financial statements

(in thousands of lenge, unless otherwise indicated)

3.  Summary of accounting policies (continued)

Changes in accounting policies (continued)

(a) Classification and measurenient

Under TFRS 9, all debt financial assets that do not meet a “solely payment of principal and interest” (SPPI) criterion, are
classified at initial recognition as fair value through profit or loss (FVPL). Under this critetion, debt instruments that do not
correspond to a “basic lending arrangement”, such as instruments containing embedded conversion options or “non-
recourse” loans, are measured at FVPL. For debt financial assets that meet the SPPI criterion, classification at initial
recognition is determined based on the business model, under which these instruments are managed:

L Instruments that are managed on a “hold to collect” basis are measured at amortised cost;

. Instruments that are managed on a “hold to collect and for sale” basis are measured at fair value through other
comprehensive income (FVOCI);

. Instruments that are managed on other basis, including trading financial assets, will be measured at FVPL.,

Equity financial assets are required to be classified at initial recognition as FVPL unless an irrevocable designation is made to
classify the instrument as FVOCIL. For equity investments classified as FVOCI, all realised and unrealised gains and losses,

except for dividend income, are recognised in other comprehensive income with no subsequent reclassification to profit and
loss.

The classification and measurement of financial liabilities remains largely unchanged from the current IAS 39 requirements.
Derivatives will continue to be measured at F'VPL. Embedded derivatives are no longer separated from a host financial asset.

%) Limpairment

The adoption of IFRS 9 has fundamentally changed the Company’s accounting for loan impaitment by replacing IAS 39
incurred loss approach with a forward-looking expected credit loss (ECL) approach. From 1 January 2018, the Company has
been recording the allowance for expected credit losses for all loans and other debt financial assets not held at FVPL, together
with loan commitments and financial guarantee contracts. Equity instruments are not subject to impairment under TFFRS 9.

The allowance is based on the ECLs associated with the probability of default in the next twelve months unless there has been
a significant increase in credit risk since origination. If the financial asset meets the definition of purchased or originated credit
impatred (POCI), the allowance is based on the change in the ECLs over the life of the asset.

Details of the Company’s impairment method are disclosed in Nose 75. The quantitative impact of applying IFRS 9 as at
1 January 2018 15 disclosed in section (¢) below.

(c) Efject of transition 1o IFRS 9

The following tables set out the impact of adopting IFRS 9 on the statement of financial position and retained carnings as at
1 January 2018 including the effect of replacing IAS 39 incurred credit loss calculations with TFRS 9 ECL.

A reconciliation between the carrying amounts under IAS 39 to the balances reported under IFRS 9 as at 1 January 2018 is as
follows:

Remeasure-
IAS 39 measurement ment IFRS 9 measurement

Financial assets Category Amount ECL Amount Catcgory
Cash and cash equivalents Loans and receivables 255,623 - 255,623 Amortised cost
Amounts due from credit Loans and receivables Amortised cost

mstitutions 99,350 - 99,350
Loans to customers Loans and receivables 3,974,886 29,989 4,004,875 Amortised cost

4,329,859 29,989 4,359,848

Non-financial assets
Deferred tax assets/ (liabilities) 2,825 (5,998) (3,173
Total assets 4,332,684 23,991 4,356,675

6
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(in thousands of lenge, unless otherwise indicated)

3.  Summary of accounting policies (continued)
Changes in accounting policies (continued)

IFRS 9 Financial Instruments (continned)

(c) Effect of transition to IFRS 9 (continned)

The impact of transition to IFRS 9 on retained earnings is as follows:

Retained

earnings
Closing balance under IAS 39 (31 December 2017) 609,993
Recognition of IFRS 9 ECLs 29,989
Deferred tax in telation to the above (5,998
Restated opening balance under IFRS 9 (1 January 2018) 633,984
Total change in equity due to adopting IFRS 9 23,991

The following table reconciles the aggregate opening loan loss allowances under IAS 39 to the ECL allowances under IFRS 9.

Allowance under ECL under
IAS 39 ar IFRS 9 ar
31 December 1 January
2017 Re-measurement 2018

Impairment allowance for
Loans to customers 124,725 (29,989) 94,736
124,725 (29,989) 94,736

As at 31 December 2017 the Company had undrawn loan commitments. However, these commitments did not represent
expected cash outflows due to the fact that they could have been terminated without partial or complete fulfillment. Therefore,
the Company did not recognize ECL allowance on these commitments.

IFRS 15 Revenue from Contracts with Custonrers

IFRS 15, 1ssued in May 2014, and amended in April 2016, establishes a five-step model to account for revenue atising from
contracts with customers. Under IFRS 15, revenue is recognised at an amount that reflects the consideration to which an
entity expects to be entitled i exchange for transferring goods or services to a customer. However, the standard does not
apply to revenue associated with financial instruments and leases, and therefore, does not impact the majority of the
Company’s revenue including interest revenue which are covered by IFRS 9 Financial Instruments and IAS 17 Leases. As a result,
the majority of the Company’s income are not impacted by the adoption of this standard.

TFRIC Interpretation 22 Foreign Currency Transactions and Adpance Considerations

The Interpretation clarifies that, in determining the spot exchange rate to use on initial recognition of the related asset, expense
or income (or part of 1) on the derccognition of a non-monetary asset or non-monetary lability relating to advance
consideration, the date of the transaction is the date on which an entity initially recognises the non-monetary asset or
non-monetary lability arising from the advance consideration. If there are multiple payments or receipts in advance, then the
entity must determine the date of the transactions for cach payment ot receipt of advance consideration. This Interpretation
does not have any impact on the Company’s financial statements.

Amendments to LAS 40 Transfers of Investment Property

The amendments clarify when an entity should transfer property, including property under construction or development into,
or out of nvestment property. The amendments state that a change in use occurs when the property meets, or ceases to meet,
the definition of investment property and there is evidence of the change in use. A mere change in management’s intentions
for the use of a property does not provide evidence of a change in use. These amendments do not have any impact on the
Company’s financial statements.
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(in thousands of tenge, nnless otherwise indicated)

3. Summary of accounting policies (continued)
Changes in accounting policies (continued)

Amendments to LAS 28 Investments in Associates and Joint Ventures — clarification that measuring investees at fair valwe through profit or loss
o5 an investment-by-investment choice

‘The amendments clanify that an entity that is a venture capital organisation, or other qualifying entity, may elect, at initial
recognition on an investment-by-investment basis, to measure its investments in associates and joint ventures at fair value
through profit or loss. If an entity that is not itself an investment entity, has an interest in an associate or joint venture that is
an investment entity, then it may, when applying the equity method, elect to retain the fair value measurement applied by that
investment entity associate or joint venture to the investment entity associate’s or joint venture’s interests in subsidiarics. This
election is made separately for cach investment entity associate or joint venture, at the later of the date on which:
(1) the investment entity associate or joint venture is initially recognised; (b) the associate or joint venture becomes an
investment entity; and (c) the investment entity associate or joint venture first becomes a parent. These amendments do not
have any impact on the Company’s financial statements.

Fair value measurement

The Company measures financial instruments carried at FVPL and FVOCI and non-financial assets such as investment
property, at fair value at each balance sheet date.

Information about fair value of financial instruments at amortized costs is disclosed in Note 16.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
muarket participants at the measurement date. The fair value measurement is based on the presumption that the transaction to
sell the asset or transfer the liability takes place either:

. In the principal market for the asset or liability; or
. In the absence of a principal market, in the most advantageous market for the asset or liability.

"The principal or the most advantageous market must be accessible by the Company. The fair value of an asset or a liability is
measured using the assumptions that market participants would use when pricing the asset or liability, assuming that market
participants act in their ecconomic best interest. A fair value measurement of a non-financial asset takes into account a market
participant’s ability to generate economic benefits by using the asset in its highest and best use or by selling it to another
market participant that would use the asset in its highest and best use.

‘The Company uses valuation techniques that are appropriate in the circumstances and for which sufficient data are available
to measure fair value, maximising the use of relevant observable inputs and minimising the use of unobservable inputs. All
assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised within the fair
value hierarchy, described as follows, based on the lowest level input that is significant to the fair value measurement as a
whole:

. Level 1 — quoted (unadjusted) market prices in active markets for identical assets or liabilities;

. Level 2 — valuation techniques for which the lowest level mput that is significant to the fair value measurement is
directly or indirectly observable;

. Level 3 — valuation techniques for which the lowest level input that is significant to the fair value measurement is
unobservable.

For assets and liabilities that are recognised in the financial statements on a recurring basis, the Company determines whether
transfers have occurred between Levels in the hierarchy by re-assessing categorization (based on the lowest level mput that is
significant to the fair value measurement as a whole) at the end of each reporting period.

Financial assets and liabilities
Initial recognition

Date of recognition

All regular way purchases and sales of financial assets and liabilities are recognised on the trade date i.c. the date that the
Company commits to purchase the asset or liability. Regular way purchases or sales are purchases or sales of financial assets
and liabilities that require delivery of assets and liabilities within the period generally established by regulation ot convention
in the marketplace.
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(in thousands of tenge, unless otherwise indicated)

3.  Summary of accounting policies (continued)

Financial assets and liabilities (continued)
Initial recognition (continued)

Date of recognition (continsed)

The classification of financial instruments at initial recognition depends on their contractual terms and the business model for
managing the instruments. Financial instruments are initially measured at their fair value and, except in the case of financial
assets and fiancial liabilities recorded at FVPL, transaction costs are added to, or subtracted from, this amount.

Measurement categories of financial assels and liabifities

From 1 January 2018, the Company classifies all of its financial assets based on the business model for managing the assets
and the asset’s contractual terms, measured at either:

. Amortised cost;
. FVOCT;
. FVPL.

The Company classifies and measures its derivative and trading portfolio at FVPL. The Company may designate financial
instruments at FVPL, if so doing eliminates or significantly reduces measurement or recognition inconsistencies.

Before 1 January 2018, the Company classified its financial assets as loans and receivables (amortised cost), FVPL, available-
for-sale or held-to-maturity (amortised cost).

Financial habilities, other than loan commitments and financial guarantees, are measured at amortised cost or at FVPI, when
they are held for trading, are derivative insttuments or the fair value designation is applied.
Amounts due fron eredit institutions, loans to customers al amortised cost

Before 1 January 2018, amounts due from credit institutions and loans to customers included non-derivative financial assets
with fixed or determinable payments that were not quoted in an active market, other than those:

. That the Company intended to sell immediately or in the near term;
. "That the Company, upon initial recognition, designated as at FVPL or as available-for-sale;
. For which the Company may not recover substantially all of its initial investment, other than because of credit

deterioration, which were designated as available-for-sale.

From 1 January 2018, the Company only measures amounts due from credit institutions, loans to customers and other financial
investments at amortised cost if both of the following conditions are met:

. The financial asset 1s held within a business model with the objective to hold financial assets in order to collect
contractual cash flows;

. The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding (SPPI).
8

The details of these conditions are outlined below.

Bustness model assessment

The Company determines its business model at the level that best reflects how it manages groups of financial assets to achieve
its business objective.
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(in thowsandys of tenge, unless otherwise indicated)

3.  Summary of accounting policies (continued)

Financial assets and liabilities (continued)
Initial recognition (continued)

Business mode/ assessment (continued)

The Company’s business model is not assessed on an instrument-by-instrument basis, but at a higher level of agoregated
7 R O .
portfolios and 1s based on observable factors such as:

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

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

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

. The expected frequency, value and timing of sales are also important aspects of the Company’s assessment.

The business model assessment 1s based on reasonably expected scenarios without taking ‘worst case’ or ‘stress case’ scenarios
into_account. If cash flows after initial recognition are realised in a way that is different from the Company’s original
expectations, the Company does not change the classification of the remaining financial assets held in that business model,
but iricorporates such information when assessing newly originated or newly purchased financial assets going forward.

The SPPI test

As a second step of its classification process the Company assesses the contractual terms of financial asset to identify whether
they meet the SPPI test.

Principal’ for the purpose of this test is defined as the fair value of the financial asset at initial recognition and may change
over the life of the financial asset (for example, if there ate repayments of principal or amortisation of the premium/discount).

The most significant elements of interest within a lending arrangement are typically the consideration for the time value of
money and credit risk. To make the SPPI assessment, the Company applies judgement and considers relevant factors such as
the currency in which the financial asset is denominated, and the period for which the interest rate is set.

In contrast, contractual terms that introduce a more than de minimis exposure to risks or volatility in the contractual cash
flows that are unrelated to a basic lending arrangement do not give rise to contractual cash flows that are solely payments of
principal and interest on the amount outstanding. In such cases, the financial asset is required to be measured at FVPL.

Undramwn loan commitments

Undrawn loan commitments are commitments under which, over the duration of the commitment, the Company is required
to provide a loan with pre-specified terms to the customer.

In accordance with the terms of the credit facility agreement, the Company has a right to unilaterally withdraw from the
agreement and refuse to provide the loan should any conditions unfavorable to the Company arise.

Loans and recetvables

Before 1 January 2018, loans and receivables were non-derivative financial assets with fixed or determinable payments that
were not quoted i an active market. They were not entered into with the intention of immediate or short-term resale and
were not classified as trading securities or designated as investment securities available-for-sale. Such assets were carried at
amortised cost using the effective interest method. Gains and losses were recognised in profit or loss when the loans and
receivables were derecognised or impaired, as well as through the amortisation process.

Reclassification of financial assets and liabilities

From 1 January 2018, the Company does not reclassify its financial assets subsequent to their initial tecognition, apart from
the exceptional circumstances in which the Company changes the business model for managing financial assets. Financial
liabilities are never reclassified. The Company did not reclassify any of its financial assets and liabilities in 2017.
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(in thousands of tenge, uniess otherwise indicated)

3.  Summary of accounting policies (continued)

Cash and cash equivalents

Cash and cash equivalents include cash, current accounts of the Company in the commercial banks, and highly liquid financial
assets with original maturities of less than 3 (three) months, which are not exposed to significant risk of changes in fair value
and are used by the Company to settle short-term liabilities. Cash and cash equivalents are recorded at amortised cost in the
statement of financial position.

Derivative financial instruments

In the normal course of business, the Company enters into various derivative financial instruments, including swaps in foreign
exchange 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 ate carried as assets when their fair value is positive and as liabilitics
when it is negative. Gains and losses resulting from these instruments are included in the statement of comprehensive income
within net losses from derivative financial instruments.

Borrowings

Issued financial instraments or their components are classified as liabilities, where the substance of the contractual
arrangement results in the C ompany having an obligation cither to deliver cash or another financial asset to the holder, or to
satisfy the obligation other than by the exchange of a fixed amount of cash or another financial asset for a fixed number of
own equity instruments. Such instruments include amounts due to credit institutions. After initial recognition, borrowings are
subsequently measured at amortised cost using the effective interest method. Gains and losses are recognised in profit or loss
when the borrowings are derecognised as well as through the amortisation process.

Leases

Operating — Company 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 in the statement of comprehensive income within Operating expenses.

Offsetting of financial instruments

Financial assets and liabilities are offset and the net amount is reported in the statement of financial position when there is a
legally enforceable tight to set off the recognised amounts and there is an intention to settle on a net basis, or to realize the
asset and settle the liability simultancously. The right of set-off must not be contingent on a future event and must be legally
enforceable in all of the following circumstances:

. The normal course of business;
. The event of default; and
. The event of insolvency or bankruptcy of the entity and all of the counterparties.

These conditions are not generally met in master netting agreements, and the related assets and habilities are presented gross
mn the statement of financial position.

Renegotiated loans

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

From 1 January 2018, the Company derecognises a financial asset, such as a loan to a customer, when the terms and conditions
have been 1'cnegot‘j1t'cd to the extent that, substantially, it becomes a new loan, with the difference recognised as a
derecognition gain or loss, to the extent that an impairment loss has not alteady been recorded. The newly recognised loans
are classified as Stage 1 for ECL measurement purposes, unless the new loan is deemed to be POCIL When assessing whether
or not to derecognise a loan to a customer, amongst others, the Company considers the following factors:

. Change 1 currency of the loan;
e Change in counterparty;
. If the modification s such that the instrument would no longer meet the SPPI criterion.
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(in thonsands of tenge, unless otherwise indicated)

3. Summary of accounting policies (continued)

Renegotiated loans (continued)

If the modification does not result in cash flows that are substantially different, the modification does not result in
derecognition. Based on the change in cash flows discounted at the original EIR, the Company records a modification gain
or loss, presented within interest revenue calculated using EIR in the statement of comprehensive income, to the extent that
an impairment loss has not already been recorded.

For modifications not resulting in derecognition, the Company also reassesses whether here has been a significant increase in
credit risk or whether the assets should be classified as credit-impaired. Once an asset has been classified as credit-impaired
as the result of modification, it will remain in Stage 3 for a minimum 6-month probation period. In order for the restructured
loan to be reclassified out of Stage 3, regular payments of more than an insignificant amount of principal or interest have been
made during at least half of the probation period in accordance with the modified payment schedule.

Impairment of financial assets under IAS 39

Before 1 January 2018, the Company assessed at each reporting date whether there was any objective evidence that a financial
asset or a group of financial assets was impaired. A financial asset or a group of financial assets was deemed to be impaired if,
and only if, there was objective evidence of impairment as a result of one or more events that had occurred after the initial
recognition of the asset (an incurred “loss event”) and that loss event (or events) had an impact on the estimated future cash
flows of the financial asset or the group of financial assets that could be reliably estimated. Evidence of impairment may have
included indications that the borrower or a group of borrowers was experiencing significant financial difficulty, default or
delinquency in interest or principal payments, the probability that they would enter bankruptcy or other financial
teorganisation and where observable data indicated that there was a measurable decreasc in the estimated future cash flows,
such as changes in arreats or economic conditions that correlated with defaults.

If there was an objective evidence that an impairment loss had been incurred, the amount of the loss was measured as the
difference between the assets’ carrying amount and the present value of estimated future cash flows (excluding future expected
credit losses that have not yet been incurred), discounted using original effective interest rate, or, for financial asscts available-
for-sale, as the difference between cost of investment and its fair value. The carrying amount of the asset was reduced and the
amount of the loss was recognised in profit or loss. Interest revenue continued to be accrued on the reduced carrying amount
based on the original effective interest rate of the asset, or, for financial assets available-for-sale, using the rate of interest used
to discount the future cash flows for the purpose of measuting the impairment loss. Assets together with the associated
allowance were written off when there is no realistic prospect of future recovery and all collateral had been realised or has
been transferred to the Company. If, in a subsequent year, the amount of the estimated impairment loss decreased because of
an event occurring after the impairment had been recognised, the previously recognised impairment loss was reversed in profit
or loss, except for equity investments available-for-sale, for which increase in their fair value after impairment were recognised
in other comprehensive income.

For the purpose of a collective evaluation of impairment, financial assets were grouped on group and individual loans to
customers.

Future cash flows on a group of financial assets that were collectively evaluated for impairment were estimated on the basis
of historical loss experience for assets with credit risk characteristics similar to those in the group. Historical loss experience
was adjusted on the basis of current observable data to reflect the effects of current conditions that had not affected the years
on which the historical loss experience was based and to remove the effects of conditions in the historical period that did not
exist currently. Estimates of changes in future cash flows reflected, and were 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 were indicative of incurred losses in the group or their magnitude). The methodology and assumptions
used for estimating future cash flows were reviewed regularly to reduce any differences between loss estimates and actual loss
experience.

Information on impatrment assessment under IFRS 9 is presented in Noze 15,
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(in thousands of tenge, unless otherwise indicated)

3.  Summary of accounting policies (continued)

Derecognition of financial assets and liabilities

Financial assets

A financial asset (or, where applicable a part of a financial assct or part of a group of similar financial assets) is derecognised
where:

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

. The Company 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 Company either (a) has transferred substantially all the tisks and rewards of the asset, or (b) has neither transferred
nor retained substantially all the risks and rewards of the asset, but has transferred control of the asset.

Where the Company has transferred its rights to recetve cash flows from an asset and has neither transferred nor retained
substantially all the risks and rewards of the asset nor transferred control of the asset, the asset is recognised to the extent of
the Company’s continuing involvement in the asset.

Write-off

From 1 January 2018, financial assets are written off either partially or in their entirety only when the Company has s‘t'opped
pursuing the recovery. If the amount to be written off is greater than the accumulated loss allowance, the difference is
first treated as an addition to the allowance that is then applied against the gross cartying amount. Any subsequent recoveries
are credited to credit loss expense. A write-off constitutes a derecognition event.

Financial liabilities
A financial liability 1s derecognised when the obligation under the liability is discharged or cancelled or expires.

Where an existing financial Hability is replaced by another from the same lender on substantially different terms, or the terms
of an extsting liability are substantially modified, such an exchange or modification is treated as a derecognition of the original
liability and the recognition of a new liability, and the difference in the respective carrying amounts is recognised in profit or
loss.

Taxation
The current corporate income tax expense is calculated in accordance with the tax legislation of the Republic of Kazakhstan.

Deferred corporate income tax assets and liabilities are calculated in respect of all temporary differences using the liability
method. Deferred corporate income taxes ate provided for all temporary differences arising between the tax bases of assets
and liabilities and their carrying values for financial reporting purposes, except whete the deferred corporate income tax arises
from the initial recognition of goodwill or of an asset or liability in a transaction that is not a business combination and, at the
time of the transaction, affects neither the accounting profit nor raxable profit or loss.

A deferred corporate tax asset is recorded only to the extent that it is probable that taxable profit will be available against
which the deductible temporary differences can be utilised. Deferred corporate tax assets and liabilities are measured at tax
-ates that are expected to apply to the period when the asset is realised or the lability is settled, based on tax rates that have
been enacted or substantively enacted at the reporting date.

The Republic of Kazakhstan also has various operating taxes that are assessed on the Company’s activities. These taxes are
recorded in the statement of comprehensive income within Operating expenses.
Property and equipment

Property and equipment carried at cost, excluding the costs of day-to-day servicing, less accumulated depreciation and any
accumulated impairment. Such cost includes the cost of replacing part of equipment when that cost is incurred if the
recognition ctiteria 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.
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3.  Summary of accounting policies (continued)

Property and equipment (continued)

Depreciation of an asset begins when it is available for use. Depreciation is calculated on a straight-line basis over the following
estimated useful lives:

Years
Computer hardware 2.5-10
Vehicles 5
Office furniture and equipment 2-10

The asset’s residual values, useful lives and methods are reviewed, and adjusted as appropriate, at each financial year-end.
Costs related to repairs and renewals ate charged when incurred and included in the statement of comprehensive income
within Operating expenses, unless they qualify for capitalisation.

Intangible assets

Intangible assets include computer software and are initially measured at cost.

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets acquired in a
business combination is fair value as at the date of acquisition. Following mitial recognition, intangible assets are carried at
cost less any accumulated amortisation and any accumulated impairment losses. Intangible assets with finite lives are amortised
over the useful economic lives of 10 years and assessed for impairment whenever there is an indication that the intangible
asset may be impaired.

Provisions

Provisions are recognised when the Company has a present legal or constructive obligation as a result of past events, and it is
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable
estimate of the amount of obligation can be made.

Retirement and other employee benefit obligations

"The Company does not have any pension arrangements separate from the State pension system of the Republic of Kazakhstan,
which requires current contributions by the employer calculated as a percentage of current gross salary payments for
employees. These expenses are charged in the period the related salaries are earned. Tn addition, the Company has no post-
retirement benefits or significant other compensated benefits requiring accrual.

Equity

Charter capital

Charter capital is classified as equity. Incremental costs directly attributable to the issue of additional charter capital are
recognised as a deduction from equity, net of any tax effects.

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 for issue.

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. A contingent asset is not recognised in the statement of financial position but disclosed when
an inflow of economic benefits is probable.
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(in thonsands of tenge, nnless otherwise indicated)

3.  Summary of accounting policies (continued)

Income and expense recognition

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

Tnterest and similar revenne and expense

From 1 January 2018, the Company calculates interest revenue on debt financial assets measured at amortized cost or at
FVOCT by applying the EIR to the gross carrying amount of financial assets other than credit-impaired assets (before 1 January
2018: by applying EIR to the amortized cost of financial assets). EIR is the rate that exactly discounts estimated future cash
payments or receipts through the expected life of the financial instrument or a shorter period, where appropriate, to the net
carrying amount of the financial asset or financial liability. The calculation takes 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 effective interest rate, but not future credit losses. The carrying amount of
the financial asset or financial liability is adjusted if the Company revises its estimates of payments or receipts. The adjusted
carrying amount is calculated based on the original effective interest rate and the change in carrying amount is recorded as
Interest revenue or expense.

When a financial asset becomes credit-impaired, the Company calculates interest revenue by applying the effective interest
rate to the net amortised cost of the financial asset. If the financial assets cures and is no longer credit-impaired, the Company
reverts to calculating interest revenue on a gross basis.

For purchased or originated credit-impatred (POCI) financial assets, the Company calculates interest revenue by calculating
the credit-adjusted EIR and applying that rate to the amortised cost of the asset. The credit-adjusted EIR is the interest rate
that, at original recognition, discounts the estimated future cash flows (including credit losses) to the amortised cost of the
POCI assets.

Interest revenue on all financial assets at FVPL is recognised using the contractual interest rate in “Other interest revenue” in
the statement of comprehensive income.

Foreign currency translation

The financial statements ate presented in Kazakhstan tenge, which is the Company’s functional and presentation currency.
Transactions in foreign currencies are initially recorded in the functional currency at the official exchange rate established by
the National Bank of the Republic of Kazakhstan (hereinafter — the “NBRK”) ruling at the date of the transaction. Monetary
assets and liabilities 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
statement of comprehensive income as Net losses/(gains) from transactions in foreign currencies. 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
initial transactions. Non-monetary items measured at fair value in a foreign currency are translated using the official exchange
rates at the date when the fair value was determined.

Differences between the contractual exchange rate of a transaction in a foreign currency and the official exchange rate on the
date of the transaction are included in Net losses/(gains) from transactions in foreign currencies. The official exchange rates
established by the NBRK as at 31 December 2018 and 2017 were KZ'T 384.2 and KZ T 332.33 to US Dollar 1, respectively.

Standards issued but not yet effective

‘The standards and interpretations that are issued, but not yet effective, up to the date of issuance of the Company’s financial
statements are disclosed below. The Company intends to adopt these standards, if applicable, when they become effective.

IFRS 16 1 eases

IFRS 16 was issued in January 2016 and it replaces IAS 17 Leases, IFRIC 4 Defermining whether an Arrangement Contains a 1 ease,
SIC-15 Operating Leases — Incentives and S1C-27 Evalnating the Substance of Transactions Involving the 1egal Form of a I ease. IFRS 16
sets out the principles for the recognition, measurement, presentation and disclosure of leases and requires lessees to account
for all leases under a single on-balance sheer model similar to the accounting for finance leases under IAS 17. The standard
includes two recognition exemptions for lessees — leases of ‘low-value’ assets (e.g., personal computers) and short-term leases
(i.c., leases with a lease term of 12 months or less). At the commencement date of a lease, a lessee will recognise a liability to
make lease payments (i.c., the lease liability) and an asset representing the right to use the underlying asset during the lease
term (i.e., the right-of-use asset). Lessees will be required to separately recognise the interest expense on the lease liability and
the depreciation expense on the right-of-use asset.
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3. Summary of accounting policies (continued)

Standards issued but not yet effective (continued)

IFRS 16 Leases {continued)

Lessces vall be also required to remeasure the lease liability upon the occurrefice of certain events (e.g., a change in the lease
term, 4 change in future lease payments resulting from a change in an index or rate used to determine those payments). The

lessee will generally recognise the amount of the remeasurement of the lease liability as an adjustment to the right-of-use asset.

Lessor accounting under IFRS 16 is substantially unchanged from today’s accounting under TAS 17. Lessors will continue to
classify all leases using the same classification principle as in IAS 17 and distinguish between two types of leases: operating
and finance leases.

TFRS 16, which 1s effective for annual periods beginning on or after 1 January 2019, requires lessees and lessors to make more
extensive disclosures than under 1AS 17.

The Company plans to adopt IFRS 16 modified retrospectively with the cumulative effect of initially applying IFRS 16
recognised at the date of initial application. The Company will clect to apply the standard to contracts that were previously

identified as leases applying TAS 17 and IFRIC 4. The Company will therefore not apply the standard to contracts that were
not previously identified as containing a lease applying IAS 17 and IFRIC 4.

The Company will clect to use the exemptions proposed by the standard on lease contracts for which the lease terms ends
within 12 months as of the date of initial application, and lease contracts for which the underlying asset 1s of low value. The
Company has leases of certain office equipment (i.c., personal computers, printing and photocopying machines) that are
considered of low value.

"The Company has been assessing the impact of IFRS 16, but a reasonable estimate of the effect is not currently available.

IFRS 17 Insurance Contracts

In May 2017, the IASB issued 1FRS 17 Insurance Contracts (IFRS 17), a comprehensive new accounting standard for insurance
contracts covering recognition and measurement, presentation and disclosure. Once effective, IFRS 17 will replace IFRS 4
Lnsurance Contracts (IFRS 4) that was issued in 2005, [FRS 17 applies to all types of insurance contracts (i.e., life, non-life, direct
insurance and re-insurance), regardless of the type of entitics that issue them, as well as to certain guarantees and financial
instruments with discretionary participation features. A few scope exceptions will apply. The overall objective of IFRS 17 is
to provide an accounting model for insurance contracts that is more useful and consistent for insurers. In contrast to the
requirements in IFRS 4, which are largely based on grandfathering previous local accounting policies, IFRS 17 provides a
comprehensive model for insurance contracts, covering all relevant accounting aspects. The cote of TFRS 17 is the general
model, supplemented by:

® A specific adaptation for contracts with-direct participation features (the variable fee approach);

® A simplified approach (the premium allocation approach) mainly for short-duration contracts.

IFRS 17 15 effective for reporting periods beginning on or after 1 January 2021, with comparative figures required. Early
application is permitted, provided the entity also applies IFRS 9 and IFRS 15 on or before the date it first applies IFRS 17.
This standard is not applicable to the Company.

IFRIC Interpretation 23 Uneertainty over Inconre Taxe Treatment

The Interpretation addresses the accounting for income taxes when tax treatments involve uncertainty that affects the
application of TAS 12 and does not apply to taxes or levies outside the scope of IAS 12, nor does it specifically include
requirements relating to interest and penalties associated with uncertain fax treatments. The Interpretation specifically
addresses the following:

° Whether an entity considers uncertain tax treatments separately;

e The assumptions an entity makes about the examination of tax treatments by taxation authorities;

i How an entity determines taxable profit (tax loss), tax bases, unused tax losses, unused tax credits and tax rates;
° How an entity considers changes in facts and circumstances.

An entity has to determine whether to consider each uncertain tax treatment separately or together with one or more other
uncertain tax treatments. The approach that better predicts the resolution of the uncertainty should be followed. The
interpretation is effective for annual reporting periods beginning on or after 1 January 2019, but certain transition reliefs are
available. The Company will apply the interpretation from its cffective date. These amendments have no impact on the
financial statements of the Company.
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3.  Summary of accounting policies (continued)
Standards issued but not yet effective (continued)

Amendments to IFRS 9: Prepayment Features with Negative Conpensation

Under IFRS 9, a debt instrument can be measured at amortised cost or at fair value through other comprehenstve income,
provided that the contractual cash flows are ‘solely payments of principal and interest on the principal amount outstanding’
(the SPPT criterion) and the instrument is held within the appropriate business model for that classification. The amendments
to IFRS 9 clarify that a financial asset passes the SPPI criterion regardless of the event or circumstance that causes the early
termination of the contract and irrespective of which party pays or receives reasonable compensation for the carly termination
of the contract.

"The amendments should be applied retrospectively and are effective from 1 January 2019, with earlier application permitted.
These amendments have no impact on the financial statements of the Company.

Amendments 1o IFRS 10 and 1AS 28: Sale or Contribution of Assets between an Investor and its Associate or Joint Venture

The amendments address the conflict between IFRS 10 and IAS 28 in dealing with the loss of control of a subsidiary that is
sold or contributed to an associate or joint venture. The amendments clarify that the gain or loss resulting from the sale or
contribution of assets-that constitute a business, as defined in IFRS 3, between an investor and its associate or joint venture,
is recognised m full. Any gain or loss resulting from the sale or contribution of assets that do not constitute a business,
however, is recognised only to the extent of unrelated investors” interests in the associate or joint venture. The IASB has
deferred the effective date of these amendments indefinitely, but an entity that early adopts the amendments must apply them
prospectively. The Company will apply these amendments when they become effective.

Amendments to LAS 19: Plan Amendment, Curtailment or Settlement

The amendments to IAS 19 address the accounting when a plan amendment, curtailment or settlement occurs during a
reporting period. The amendments specify that when a plan amendment, curtailment or settlement occurs during the annual
reporting period, an entity s required o

L Determine current service cost for the remainder of the period after the plan amendment, curtailment or settlement,
using the actuarial assumptions used to remeasure the net defined benefit liability (asset) reflecting the benefits offered
under the plan and the plan assets after that event;

. Determine net interest for the remainder of the period after the plan amendment, curtailment or settlement using: the
net defined benefit liability (asset) reflecting the benefits offered under the plan and the plan assets after that event;
and the discount rate used to remeasure that net defined benefit liability (asset).

The amendments also clarify that an entity first determines any past service cost, or a gain or loss on settlement, without
considering the effect of the asset ceiling. This amount is recognised in profit or loss. An entity then determines the effect of
the asset ceiling after the plan amendment, curtailment or settlement. Any change in that effect, excluding amounts included
in the net interest, is recognised in other comprehensive income.

The amendments apply to plan amendments, curtailments, or settlements occurring on or after the beginning of the first
annual reporting period that begins on or after 1 January 2019, with early application permitted. These amendments have no
impact on the financial statements of the Company.

Amendments 1o IAS 28: Long-term Interests in Associates and Joint Ventures

The amendments clarify that an entity applies IFRS 9 to long-term interests in an associate or joint venture to which the equity
method s not applied but that, in substance, form part of the net investment in the associate ot joint venture (long-term
interests). This clarfication is relevant because it implies that the expected credit loss model in IFRS 9 applies to such
long-term interests.

The amendments also clarified that, in applying IFRS 9, an entity does not take account of any losses of the associate or joint
venture, or any impairment losses on the net investment, recognised as adjustments to the net investment in the associate or
joint venture that arise from applying IAS 28 Investments in Associates and Joint Ventures.

The amendments should be applied retrospectively and are effective from 1 January 2019, with early application permitted.
Since the Company does not have such long-term interests in its associate and joint venture, the amendments will not have
an impact on its financial statements.



Microfinance organization “Asian Credit Fund” LLC 2018 financial statements

(in thousands of tenge, unless otherwise indicated)

3.  Summary of accounting policies (continued)

Standards issued but not yet effective (continued)
Annual improvements 2015-2017 cycle (issued in December 2017)
These improvements include:

IFRS 3 Business Combinations

‘The amendments clarify that, when an entity obtains control of a business that is a joint operation, it applies the requirements
for a business combination achieved in stages, including remeasuring previously held interests in the assets and liabilities of
the joint operation at fair value. In doing so, the acquirer remeasures its entire previously held interest in the joint operation.

An entity applies those amendments to business combinations for which the acquisition date is on or after the beginning of
the first annual reporting period beginning on or after 1 January 2019, with catly application permitted. These amendments
will apply on future business combinations of the Company.

IFRS 11 Joint Arrangements

A party that participates in, but does not have joint control of, a joint operation might obtain joint control of the joint operation
in which the activity of the joint operation constitutes a business as defined in IFRS 3. The amendments clarify that the
previously held interests 1n that joint operation are not remeasured.

An entity applies those amendments to transactions in which it obtains joint control on or after the beginning of
the first annual reporting period beginning on or after 1 January 2019, with eatly application permitted. These amendments
are currently not applicable to the Company but may apply to future transactions.

IAS 12 Income Taxes

The amendments clarify that the income tax consequences of dividends are linked more directly to past transactions or events
that generated distributable profits than to distributions to owners. Therefore, an entity recognises the income tax
consequences of dividends in profit or loss, other comprehensive income or equity according to where the entity originally
recognised those past transactions ot events.

An entity applies those amendments for annual repotting periods beginning on or after 1 January 2019, with early application
1s permitted. When an entity first applies those amendments, it applies them to the income tax consequences of dividends
recognised on or after the beginning of the carliest comparative period. Since the Company’s current practice is in line with
these amendments, the Company does not expect any effect on its financial statements.

LAS 23 Borrowing Costs

‘The amendments clarify that an entity treats as part of general borrowings any borrowing originally made to develop
a qualifying asset when substantially all of the activities necessary to prepare that asset for its intended use or sale are complete.

An entity applies those amendments to borrowing costs incurred on or after the beginning of the annual reporting period in
which the entity first applies those amendments. An entity applies those amendments for annual reporting petiods beginning
on or after 1 January 2019, with early application permitted. Since the Company’s current practice is in line with these
amendments, the Company does not expect any effect on its financial statements.

4.  Significant accounting judgments and estimates

Judgments

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

Fatr values of financial instruments

Where the fair values of financial assets and financial liabilities recorded in the statement of financial position cannot be
derived from active markets, they are determined using a vadety of valuation techniques that include the use of mathematical
models. The input to these models is taken from observable markets where possible, but where this is not feasible, a degree
of judgment is required in establishing fair values. Additional details are provided in Note 16.
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4.  Significant accounting judgments and estimates (continued)

Judgments (continued)

Impairmient losses on financial assets

The measurement of impairment losses both under IFRS 9 and IAS 39 across all categories of financial assets requires
judgement, in particular, the estimation of the amount and timing of future cash flows and collateral values when determining
impairment losses and the assessment of a significant increase in credit risk. These estimates are driven by a number of factors,
changes in which can result in different levels of allowances. The Company’s ECL calculations are outputs of complex models
with a number of underlying assumptions regarding the choice of vatiable inputs and their interdependencies. Elements of
the ECL models that are considered accounting judgements and estimates include:

. The Company’s criteria for assessing if there has been a significant increase in credit risk and so allowances for financial
assets should be measured on a LTECL basis and the qualitative assessment;

. The segmentation of financial assets when their ECL is assessed on a collective basis;

. Development of ECL models, including the various formulae and the choice of inputs;

. Determination of associations between macroeconomic scenarios and, economic inputs, such as GDP, and the effect
on PD;

. Selection of forward-looking macroeconomic scenarios and their probability weightings, to derive the economic inputs

mto the ECL models.

More details are provided in Notes 7 and 15.

Taxation

‘The Republic of Kazakhstan currently has a single Tax Code that regulates main taxation matters. The existing taxes include
corporate income tax, soctal and other taxes. Implementation of these regulations is offen unclear or non-existent and only
an insigaificant number of precedents have been established. Often, differing opinions regarding legal interpretation exist
both among and within government ministries and otganisations; thus creating uncertainties and areas of conflict. Tax
declarations, together with other legal compliance areas (as examples, customs and currency control matters) are subject to
review and investigation by a number of authorities, which are enabled by law to impose severe fines, penalties and forfeits.
"These facts create tax risks in Kazakhstan substantially more significant than typically found in countries with more developed
tax systems.

Management believes that the Company 1s in compliance with the tax laws of the Republic of Kazakhstan regulating its
operations. However, the risk remains that respective authorities could take differing positions with regard to interpretive tax
1ssues.

5.  Cash and cash equivalents

Cash and cash equivalents comprise:

31 December 31 December
2018 2017
Cash on hand 88 18
Current accounts with banks 403,469 255,605
Cash and cash equivalents 403,557 255,623

6. Amounts due from credit institutions

As at 31 December 2017, the Company placed a USD deposit in “Tengri Bank” JSC for the amount of KZT 99,350 thousand
(USD 299 thousand) at 4.5% interest rate and matutity on 23 February 2018.
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7. Loans to customers

Loans to customers CO!’IIPI‘iSCI

31 December 31 December

2018 2017

Group loans * 2,885,588 3,040,396
Individual loans 2,378,757 1,059,215
Gross loans to customers 5,264,345 4,099,611

Less allowance for impairment (145,953) (124,725)
Loans to customers 5,118,392 3,974,880

Group loans are unsecured loans granted to groups of borrowers, who sign loan agreements with joint obligation to repay
their loans.

As at 31 December 2018 and 2017 loans to customers mainly comprise loans issued to individuals.

Allowance for impairment of loans to customers

An analysis of changes in gross carrying value and corresponding ECL allowance in the context of group loans during the
year ended 31 December 2018 15 as follows:

Group loans Stage 1 Stage 2 Stage 3 Total
Gross catrying value as at 1 January 2018 3,019,886 13,807 6,703 3,040,396
New assets originated or purchased 3,529,553 - - 3,529,553
Assets repaid (3,578,162) (258) (43,809) (3,622,229)
Net change in accrued interest 1,271 1,566 2,635 5,472
Transfers to Stage 1 29,726 (29,413) (313) -
Transfers to Stage 2 (164,199) 164,199 - -
Transfers to Stage 3 (21,355) (111,481) 132,836 -
Recoveries - - 40,011 40,011
Amounts written off - - (107,615) (107,615)
At 31 December 2018 2,816,720 38,420 30,448 2,885,588
Group loans ‘ Stage 1 Stage 2 Stage 3 Toral
ECL allowance as at 1 January 2018 (Note 3) 58,654 7,147 6,703 72,504
New assets originated or purchased 71,204 - - 71,204
Assets repaid (75,884) (133) (43,789) (119,806)
Transfers to Stage 1 17,323 (17,010) (313) -
Transfers to Stage 2 (2,757) 2,757 - -
Transfers to Stage 3 (379) (60,780) 61,159 -
Change in ECL during the year (16,968) 87,835 70,844 141,711
Unwinding of discount - - 3,448 3,448
Recoveries - - 40,011 40,011
Amounts written off - - (107,615) (107,615)
At 31 December 2018 51,193 19,816 30,448 101,457
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7. Loans to customers (continued)

Allowance for impairment of loans to customers (continued)

An analysis of changes in gross carrying value and corresponding ECL allowance in the context of individual loans during the
year ended 31 December 2018 1s as follows:

Individual loans Stage 1 Stage 2 Stage 3 Total
Gross carrying value as at 1 January 2018 1,047,670 8,029 3,516 1,059,215
New assets otiginated or purchased 2,744,591 - - 2,744,591
Assets repaid (1,418,919) (2,182) (24,573) (1,445,674
Net change in accrued interest 33,123 465 389 33,977
Transfers to Stage 1 13,987 (13,361) (626) -
Transfers to Stage 2 (57,748) 57,923 (175) -
Transfers to Stage 3 (7,808) (34,436) 42,244 -
Recoveries - - 23,551 23,551
Amounts written off - - (36,903) (36,903)
At 31 December 2018 2,354,896 16,438 7,423 2,378,757
Individual loans Stage 1 Stage 2 Stage 3 Total
ECL allowance as at 1 January 2018 (Note 3) 14,157 4.559 3.516 22,232
New assets originated or purchased 39,235 - - 39,235
Assets repaid (24,627) (1,220) (24,512) (50,359)
Transfers to Stage 1 7,621 (6,995) (626) -
Transfers to Stage 2 (729) 904 (175) -
Transfers to Stage 3 (100) (18,461) 18,561 -
Change in ECL during the year (7,502) 30,231 22,259 44,988
Unwinding of discount - - 1,752 1,752
Recoveries - - 23,551 23,551
Amounts written off - - (36,903) (36,903)
At 31 December 2018 28,055 9,018 7,423 44,496

‘The movements i allowance for impairment of loans to customers during the year ended 31 December 2017 were as follows:

2017
1 January ' (85,637)
Net charge (126,845)
Write-offs 96,192
Recovettes (8,435)
31 December (124,725)

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
mmplemented regarding the acceptability of types of collateral and valuation parameters.

The main types of collateral obtained are as follows:

. Guarantees;
. Inventory;
. Real estate;
. Vehicles.

Recoverability of loans mainly depends on creditworthiness of the borrower rather than on collateral. The Company’s policy

> Y 3 A el Y )
provides for foreclosure by selling the collateral in exceptional cases. This is supported by previous experience of obtaining
and selling the collateral in the event of the borrower’s inability to meet its obligations to the Company at maturity.

In absence of collateral or other credit enhancements, ECL in respect of Stage 3 loans to customers as at 31 December 2018
would not change.
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7. Loans to customers (continued)

Concentration of loans to customers

As at 31 December 2018 and 2017, the Company has no borrowers or groups of interrelated borrowers whose loan balances
exceed 10% of equity.

8. Other assets and liabilities

Other assets comptise:

31 December 31 December

2018 2017

Other accounts receivable 12,709 4,989
Less allowance for impairment (5,583) —
Other financial assets 7,126 4,989
Advances paid 18,734 25,848
Inventories 4,927 2,099
Prepaid expenses 3,297 1,457
Prepaid taxes other than corporate income tax 740 582
Other 5,710 3,951
Less allowance for impairment - (3,893
Other non-financial assets 33,408 30,044
Other assets 40,534 35,033

An analysis of change in ECL in relation to other financial assets during the year ended 31 December 2018 is as follows:

Stage 3 Total
ECL as at1 January 2018 - -
Net change duting the year (5,583) (5,583)
As at 31 December 2018 (5,583) (5,583)

An analysis of change in allowance for impairment in relation to other non-financial assets during the year ended 31 December
2018 15 as follows:

Non-financral

assets Total
As at 1 January 2017 (3,869) (3,869)
Net charge (3,893) (3,893)
Write-offs 3,869 3,869
As at 31 December 2017 (3,893) (3,893)
Write-offs 3,893 3,893
As at 31 December 2018 - -
Other liabilities comptise:
31 December 31 December
2018 2017
Payables to suppliers 11,428 8,246
Payables to employees 78 14,350
Other financial liabilities 11,506 22,596
Taxes payable other than corporate income tax 34,386 32,156
Accrued expenses on unused vacations 33,060 23,470
Others 1,940 4,242
Other non-financial liabilities 69,386 59,868
Other liabilities 80,892 82,464
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9, Amounts due to credit institutions

Amounts due to credit institutions comprise:

31 December 31 December

2018 2017

Loans from investment funds 4,393,957 3,401,829
Loans from other credit institutions 27,304 81,117
Amounts due to credit institutions 4,421,261 3,482,946

As at 31 December 2018 the Company had borrowings from 12 investment funds (31 December 2017: 13 investment funds)
and 1 other credit institution (31 December 2017: 1 other credit institution).

Covenants

As at 31 December 2018 and 2017, the Company was in compliance with all the financial covenants under agreements with
credit institutions.

10. Taxation

The corporate income tax expense comprises:

2018 2017

Current corporate income tax charge (87,907) (83,945)
Deferred corporate income tax benefit — origination and reversal of temporary

differences 4,639 920

Corporate income tax expense (83,268) (83,025)

"The Republic of Kazakhstan was the only tax jurisdiction in which the Company’s income is taxable. In accordance with tax
legislation, the applied corporate income tax rate is 20% in 2018 and 2017.

The reconciliation between the corporate income tax expense in the accompanying financial statements and profit before
corporate income tax multiplied by the statutory tax rate for the years ended 31 December is as follows:

2018 2017
Profit before cotporate income tax expense 383,235 363,032
Statutory cotporate income tax rate ‘ 20% 20%
Theotetical corporate income tax expense at the statutory rate (76,647) (72,600)
Non-deductible expenses
Net losses from transactions in foreign currencies (1,228) (1,952)
Other impairment and provisions (1,117) 779
Other expenses (4,276) (7,688)
Corporate income tax expense (83,268) (83,025)

As at 31 December 2018, curtent corporate income tax assets wete equal to KZT 21,789 thousand (31 December 2017:
KZT 14,138 thousand).

Deferred tax assets and deferred tax liabilities

Temporary differences between the carrying amounts of assets and liabilities recorded in the financial statements and the
amounts used for the purposes of calculation of taxable base, give rise to net deferred corporate income tax asscts as at
31 December 2018 and 2017. The future tax benefits will only be received in the event that there are no changes in the
legislation of Kazakhstan that would adversely affect the Company’s ability to utilise the above benefits in future periods.
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10. Taxation (continued)

Deferred tax assets and deferred tax liabilities (continued)

Change 1n the amount of temporaty differences during 2018 and 2017, may be presented as follows:

Origination Origination
and reversal and reversal
of temporary Effect of  of temporary
differences adoption differences
In profit or IFRS 9 in profit or
2016 loss 2017 (Note 3) loss 2018
Tax cffect of deductible
temporary differences
Accrued expenses for unused
vacations 3,554 1,140 4,694 - 1,918 6,612
Loans to customers 1,988 807 2,795 (5,998) 3,203 -
Deferred corporate income tax
assets 5,542 1,947 7,489 (5,998) 5,121 6,612
Tax effect of taxable temporary
differences
Property and cquipment
and mtangible assets (2,400 (1,647) (4,047) - (800) (4,847)
Amounts duc to credit institutions (1,237) 680 (557) - 258 (299)
Other-payables - (60) (60) - 60 -
Deferred corporate income tax
liabilities (3.637) (1,027 (4,664 - (482) (5,146)
Net deferred corporate income
tax asscts 1,905 920 2,825 (5,998) 4,639 1,466

11. Equity

As at 31 December 2018 and 2017, the Company’s paid and outstanding charter capital was equal to KZT 341,297 thousand.

12.  Credit loss expense

Notes Stage 1 Stage 2 Stage 3 Total
Loans to customers 7 (14,542) 116,713 24,802 126,973
Other financial assets 8 - - 5,583 5,583
Credit loss expense ' (14,542) 116,713 30,385 132,556
13. Operating expenses
Operating expenses comprise:
2018 2017
Payroll, bonuses and related taxes 572,154 428,622
Professional services 78,439 68,842
Rent 67,326 53,844
Business trip expenses 65,911 46,234
Transportation 61,967 49,204
Bank fees 23,047 18,790
Depreciation and amortisation 21,718 16,062
Training of personnel 13,338 3,379
Communication and information services 12,999 11,338
Advertising and matketing expenses 12,603 11,137
Office supplies 11,528 7,802
Repair and maintenance 5,302 3,302
Database maintenance services 2,294 2,620
Taxes other than corporate income tax 235 2,843
Other 64,307 53,776
Opetrating expenses 1,013,168 777,795
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14. Commitments and contingencies

Political and economic environment

The 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 cconomic, financial and monetary measures undertaken by the Government.

Volatility of tenge exchange rate against major foreign currencies had a negative impact on the Kazakhstan economy. Interest
rates in tenge remain high. These factors resulted in limited access to capital, a high cost of capital, high inflation and
uncertainty regarding further economic growth, which could negatively affect the Company’s future financial position, results
of operations and business prospects. The management of the Company believes that it is taking appropriate measures to
suppott the sustamability of the Company’s business in the cutrent circumstances.

Legal

In the ordinary course of business, the Company is subject to legal actions and complaints. Management believes that the
ultimate lability, if any, arising from such actions or complaints will not have a material adverse effect on the financial
condition or the results of future operations of the Company, no provision wete recognized in financial statements.

Tax contingencies

Various types of legislation and regulations are not always clearly written and their interpretation is subject to the opinions of
the local tax inspectors and the Ministry of Finance of the Republic of Kazakhstan. Instances of inconsistent opinions between
local, regional and national tax authorities are not unusual. The current regime of penalties and profit related to reported and
discovered violations of Kazakh laws, decrees and related regulations are severe. Penalties include confiscation of the amounts
at issue (for currency law violations), as well as fines of generally 50% of the taxes unpaid.

The Company believes that it has paid or accrued all taxes that are applicable. Where practice concerning tax application is
unclear, the Company has accrued tax labilities based on management’s best estimate. The Company’s policy is to recognise

provisions in the accounting period in which a loss is deemed probable and the amount is reasonably determinable.

Because of the uncertaintics associated with the Kazakh tax system, the ultimate amount of taxes, penalties and fines, if any,
may be in excess of the amount expensed to date and accrued at 31 December 2018. Although such amounts are possible and
may be material, it 1s the opinion of the Company’s management that these amounts are either not probable, not reasonably
determinable, or both.

Operating lease commitments

Operating lease commitments are presented as follows:

31 December 31 December
2018 2017

Operating lease commitments
Not later than 1 year 3,783 7,010
From 1 to 5 years 23,823 —
Commitments and contingencies 27,606 7,010

‘The Company leases a number of premises under operating leases. The leases typically run for an initial period of one to five
years, with an option to renew the lease after maturity. Lease payments are usually increased annually to reflect market
conditions. None of the leases includes contingent rent.

Financial and contingent liabilities

The Company has contingent liabilities to provide credit resources. These credit related contingencies provide for issuance of
credit resources in the form of approved credit facilities.
In providing credit related contingencies, the Company applies the same risk management policies and procedures used when

issuing loans to customers.

These credir related contingencies may terminate without being partially or fully funded. As a result of this contingency, the
above does not necessarily represent the future cash outflow. Measurement of credit loss allowance for such facilities is made
only for issued loan tranches.



Microfinance organization “Asian Credit Fund” 1LLC 2018 financial statements

(in thonsands of tenge, nnless otherwise indicated)

15. Risk management

Management of risk is fundamental to the Company’s business and is an essential element of the Company’s operations.
The main nisks inherent to the Company’s operations are:

. Credit risk;

. Operational 1isk;
. Liquidity risk;

. Market risk.

The Company recognises that it is essential to have efficient and effective risk management processes in place. To enable this,
the Company has established a risk management framework, whose main purpose is to protect the Company from risk and
allow it to achieve its performance objectives.

Risk management policies and procedures

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

Supervisory Board of the Company has overall responsibility for the oversight of the risk management framework, overseeing
the management of key risks and reviewing its risk management policies and procedures as well as approving significantly
lazge exposures.

Management of the Company is responsible for monitoring and implementation of risk mitigation measures and making sure
that the Company operates within the established risk parameters. Each department is responsible for direct management of
the relevant risks, and together with the lawyer continuously monitors compliance with currently effective legislation.

Credit, market and liquidity risks both at portfolio and transactional levels are managed and controlled through a system of

different committees of the Company. Both external and internal risk factors are identified and managed throughout the
Company’s organizational structure.

Credit risk

Credit risk is the risk that the Company will incur a financial loss because its customers or counterparties failed to discharge
their contractual obligations. The Company manages credit risk through the adoption of approved policies and procedures,
requiring to set and meet the limits of credit risk concentration as well as by means of establishing the credit committees
whose functions include monitoring of a credit risk. The credit policy is reviewed and approved by the Supervisory Board.

A credit policy establishes:

. Procedures for review and approval of loan applications;

. Methodology of borrowers” creditworthiness assessment;

. Methodology of proposed collateral assessment;

L Requirements to loan documentation;

. Procedutes of on-going monitoring of loans and other credit risk bearing products.

The Company continuously monitors the performance of individual loans and other credit risks. Apart from individual
borrower analysis, the Company assesses the loan portfolio as a whole with regard to concentration of loans and market risks.
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15. Risk management (continued)

Credit risk (continued)

Impairment assessment

From 1 January 2018, the Company calculates ECL on a group basis according to the migration matrix adjusted for the impact
of the macroeconomic factors to measure the expected cash shortfalls, discounted at an approximation to the FIR or its
approximate value. A cash shortfall 1s the difference between the cash flows that are due to an entity in accordance with the
contract and the cash flows that the entity expects to receive. The mechanics of the IXCLL calculations are outlined below and
the key elements are as follows:

Probability of The Probability of Defanlt 1s an estimate of the likelihood of default over a given time horizon. A default
Default (PD) may only happen at a certain time over the assessed period, if the facility has not been previously
derecognised and 1s still in the portfolio.

Exposure at F S . L
I - The Exposure at Defanlt 1s an estimate of the exposure at a future default date, taking into account
Default (EAD) ; <

expected changes in the exposurce after the reporting date, including repayments of principal and
interest, whether scheduled by contract or otherwise, expected drawdowns on committed facilities,
and accrued interest from missed payments.

Loss Given e - . S A
s The Loss Given Defanlt 1s an estimate of the loss atising in the case where a default occurs at a given
Default (ILGD) - < '

time. It 1s based on the difference between the contractual cash flows due and those that the lender
would expect to recetve, including from the realisation of any collateral. Tt is usually expressed as a
percentage of the EAD.

The ECL allowance 1s based on the credit losses expected to arise over the life of the asset (the lifetime expected credit loss
or L'TECLY), unless there has been no significant increase in credit risk since origination, in which case, the allowance is based
on the 12 months’ expected credit loss (12mECL). The 12mECL is the portion of L'TECL that represent the ZCLs that result
from default events on a financial instrument that are possible within the 12 months after the reporting date. Both LTECL
and 12ZmECL are calculated on either an individual basis or a collective basis, depending on the nature of the underlying
portfolio of financial instruments.

The Company has established a methodology to perform an assessment at the end of each reporting period, of whether a
financtal instrument’s credit risk has increased significantly since initial recognition, by considering the change in the risk of
default occurting over the remaining life of the financial instrument. Based on the above process, the Company groups its
loans into the following groups:

Stage 1: When loans are first recognised, the Company recognises an allowance based on 12mECI. Stage 1
loans also mclude facilities where the credit risk has improved and the loan has been reclassified from
Stage 2.

Stage 2: o . . o S
& When a loan has shown a significant increase in credit tisk since origination, the Company records an

allowance for the LTECI.. Stage 2 loans also include facilities, where the credit risk has improved and
the loan has been reclassified from Stage 3.

Loans considered credit-impaited. The Company records an allowance for the LTECL.

POSI: . L . . L
Purchased or originated credit impaired (POCI) assets are financial assets that are credit impaired on

initial recognition. POCI asscts are recorded at fair value at original recognition and interest revenue
is subsequently recognised based on a credit-adjusted EIR. ECL are only recognised or released to the
extent that there is a subsequent change in the lifetime expected credit losses.

Definition of defanit and cure

The Company considers a financial instrument defaulted and therefore Stage 3 (credit-impaired) for ECL calculations in all
cases when the borrower becomes 90 days past due on its contractual payments.

27



Microfinance organization “Asian Credit Fund” 1LC 2018 financial statements

(in thousands of tenge, unless otherwise indicated)

15. Risk management (continued)

Credit risk (continued)

Definition of defanit and cure (continued)

As a part of a qualitative assessment of whether a customer is in default, the Company also considers a variety of instances
that may indicate unlikeliness to pay. When such events occur, the Company carefully considers whether the event should
result in treating the customer as defaulted and therefore assessed as Stage 3 for ECL caleulations or whether Stage 2 1is
appropriate. Such events include:

] The Company has information about force majeure, as well as other circumstances that caused the borrower significant
material damage ot do not allow the borrower to continue commercial or employment activities, including information
about the deprivation/suspension of a license for activities, as well as information about the absence of employment
or commercial activities of the borrower;

. A high probability of bankruptey or another kind of financial reorganization, as well as involvement in the court
proceedings of the botrower, which may worsen its financial condition;

. The borrower is deceased.

By decision of the Credit Committee, the Company is entitled to use additional risk factors as signs of impairment:

. Lack of communication with the borrower;
L] . Court proceedings on claims of third parties, where the borrower acts as a defendant;
. Loss of collateral for a loan or the absence of duly executed collateral.

It is the Company’s policy to consider a financial instrument as ‘cured” and therefore re-classified out of Stage 3 when none
of the default criteria have been present for at least three consecutive payments according to the last schedule approved mn
accordance with the restructuring. The decision whether to classify an asset as Stage 2 or Stage 1 once cured depends on the
updated credit grade, at the time of the cure, and whether this indicates there has been a significant increase in credit risk
compared to initial recognition.

Treasnry

The Company’s treasury comptise transactions with financial services institutions, banks, broker-dealers, exchanges and
clearing-houses. For these relationships, the Company’s credit risk department analyses publicly available information such as
financial information and other external data, e.g., the external ratings.

Group and individual loans

Consumer lending includes secured and unsecured loans to individuals. The main indicator for evaluating these products is
the number of overdue days.

Exposure at defanlt

The exposure at default (EAD) represents the gross carrying amount of the financial instruments subject to the impairment
calculation, addressing both the client’s ability to increase its exposure while approaching default and potential carly
repayments too. To calculate the EAD for a Stage 1 loan, the Company assesses the possible default events within 12 months
for the calculation of the 12mECL. For Stage 2, Stage 3 and POCI financial assets, the exposure at default is considered for
events over the lifetime of the instruments.

Loss given defanlt

LGD levels ate assessed for all asset classes of Stage 1, 2 and 3 and POSI. These LGD levels take into account the expected
EAD figure compared with the amounts that are expected to be recovered or realized as a result of the sale of collateral.

LGD s estimated on a monthly basis by the Company’s risk management department. Credit risk assessment is based on the
LGD model based on the value of the collateral. The value of collateral is estimated by adjusting for the liquidity ratio, after
which it 1s discounted for a period of 2 years using the initial cffective rate.
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15. Risk management (continued)

Credit risk (continued)

Significant increase in credit risk

‘The Company continuously monitors all assets subject to ECLs. In order to determine whether an instrament or a portfolio
of instruments 1s subject to 12mECL or LTECL, the Company assesses whether there has been a significant increase in credit
risk since initial recognition. The Company deems that the credit risk have increased significantly since initial recognition in
the following cases:

. Significant changes in external market credit risk indicators for a specific loan or similar loans with the same expected
maturity;

. Overdue on principal and/or interest for a period exceeding 30 calendar days;

. Significant financial difficulties of the borrower;

. Loan restructuring due to financial difficulties one or more times duting the last 12 months;

. The Company has information about force majeure, as well as other circumstances that caused the borrower significant

material damage or do not allow 1t to continue its activities, including information about the deprivation/suspension
of a license for actwvities, as well as information about the lack of employment or commercial activities borrower;

. High probability of bankruptey or another kind of financial reorganization, as well as involvement in the court
proceedings of the borrower, which may worsen its financial condition.

Grouping financial assels measured on a collective basis

Dependent on the factors below, the Company calculates ECLs either on a collective or on an individual basis.

The company calculates an ECL on an individual basis for financial instruments that are material and for which a significant
increase in credit risk or signs of impairment has been identified. Financial instruments are material if the amount owed by
the borrower or a group of related borrowers at the reporting date exceeds or is equal to the threshold of 50 million tenge
established by the Company.

For all other classes of asset, the Company calculates ECIL. on a collective basis. The Company groups these financial assets
into homogeneous individual and group loans.

Formward-looking information and multiple economic scenarios

In its ECL models, the Company relies on a broad range of forward looking information as economic inputs, such as:

. GDP;
. O1l production and gas condensates volume;
U Crude oil price, Brent;

. Refinancing rate of NBRK;
. Average exchange rate of US Dollar to tenge;
. Inflation rate.

The mputs and models used for calculating ECLs may not always capture all characteristics of the market at the date of the
financial statements. To reflect this, qualitative adjustments or overlays are occasionally made as temporary adjustments when
such differences are significantly material.
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15. Risk management (continued)

Credit risk (continued)

Forward-looking information and multiple economic scenarios (continued)

The Company obtains the forward-looking information from third party sources (external rating agencies, governmental
bodies e.g. NBRE, and international financial institutions). Experts of the Company’s Credit Risk Department determine the
weights attributable to the multiple scenarios. The tables show the values of the key forward looking economic
vartables/assumptions used in each of the economic scenarios for the ECL calculations (optimistic, base and pessimistic
scenatios with the probabilities 10%, 80% and 10% accordingly):

Key drivers 2019
GDP by production method, % to prior year ' 103.8
O1l production and gas condensates volume, mln rons 89
Crude o1l price, Brent, USD per barrel 55
Refinancing rate of NBRIC 9.25
Average exchange rate of US Dollar to tenge 370
Inflation rate at the end of the period, % 4.0

The geographical concentration of the Company’s financial assets and liabilities is set out below:

2018 2017
, Kazakhstan OECD Total Kazakhstan OECD Toral
Assets
Cash and cash equivalents 403,557 - 403,557 255,623 - 255,623
Amounts due from credit
institutions - - - 99,350 - 99,350
Loans to customers 5,118,392 - 5,118,392 3,974,886 - 3,974,886
Other financial assets 7,126 - 7,126 4,989 - 4,989
5,529,075 - 5,529,075 4,334 848 - 4,334,848
Liabilities
Amounts due to credit
institutions 27,304 4,393,957 4,421,261 81,118 3,401,828 3,482,946
Other financial labilities 10,434 1,072 11,506 21,626 970 22,596
37,738 4,395,029 4,432,767 102,744 3,402,798 3,505,542
Net assets/ (liabilities) 5,491,337 (4,395,029) 1,096,308 4232104 (3,402,798) 829,306
Liquidity risk

Liquidity risk 1s the risk that the Company will be unable to meet its payment obligations when they fall due under normal
and stress circumstances. To limit this risk, management has atranged diversified funding sources. Management manages
assets with liquidity in mind, and monitors future cash flows and liquidity on a daily basis. This incorporates an assessment of
expected cash flows and the availability of high grade collateral which could be used to secure additional funding if required.

‘The Company maintains liquidity management with the objective of ensuring that funds will be available at all times to honour
all cash flow obligations as they become due. Liquidity management policy is reviewed and approved by the Management.

‘The Company secks to actively support a diversified and stable funding base comprising long-term and short-term loans from
other banks, as well as diversified portfolios of highly liquid assets, in order to be able to respond quickly and smoothly to
unforeseen liquidity requirements.
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15. Risk management (continued)
Liquidity risk (continued)

The liquidity management policy requires:

. Projecting cash flows by major currencies and considering the level of liquid assets necessary in relation thereto;

. Maintaining a diverse range of funding sources;

0 Managing the concentration and profile of debts;

. Maintaining debt financing plans;

. Maintaining a portfolio of highly marketable assets that can easily be liquidated as protection against any interruption

to cash flow;
e Maintaining liquidity and funding contingency plans;
d Monitoring liquidity ratios in accordance with regulatory requirements.
Apnalysis of financial liabilities by remaining contractual maturities

The tables below summarise the maturity profile of the Company’s financial liabilities at 31 December based on contractual
undiscounted repayment obligations:

On demand

and less
than From 1 to From 3 to From 6 to Over
31 December 2018 1 month 3 months 6 months 12 months 1year Total
Financial liabilities
Amounts due to credit
mstitutions 79,468 421,717 827,186 1,027,624 3,135,993 5,491,988
Other financial liabilities 78 11,428 - - — 11,506
Total liabilities 79,546 433,145 827,186 1,027,624 3,135,993 5,503,494
On demand
and less
than From I to From 3 to From 6 to Over
31 December 2017 1 month 3 months 6 months 12 months 1 year Total
Financial liabilities
Amounts due to credit
institutions 143,627 139,475 522,577 1,340,430 2,252,166 4,398,275
Other financial liabilities 14,350 8,240 - - - 22,596
Total liabilities 157,977 147,721 522,577 1,340,430 2,252,166 4,420,871

Market risk

Market 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, foreign exchanges, and equity prices. The market risk for the trading portfolio 1s monitored
using sensitivity analysis. Except for the concentrations within foreign currency, the Company has no significant concentration
of market risk.

Lnterest rate risk

Interest rate risk 1s the risk that the fair value or future cash flows of financial instruments will fluctuate due to changes in
market interest rates. As at 31 December 2018 and 2017, the Company had no non-trading financial assets and financial
liabilities with floating interest rate.

Carrency risk

Currency nisk is the risk that the value of a financial instrument will fluctuate because of changes 1 foreign exchange rates.
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15. Risk management (continued)

Market risk (continued)

Crnrrency risk (continued)

The tables below indicate the currencies to which the Company had significant exposure at 31 December on its non-trading
monetary asscts and liabilities and its forecast cash flows. The analysis calculates the effect of a reasonably possible movement
of the cutrency rate against tenge, with all other variables held constant on the income statement (due to the fair value of
currency sensitive non-trading monetary assets and liabilities). The effect on equity does not differ from the effect on the
statement of comprehensive income. The negative amount in the table reflects a potential net reduction in statement of
comprehensive income or equity, while a positive amount reflects a net potential increase.

2018 2017
Change in Change in

exchange rates Effect on profit exchange rates Effect on profit

Currency n % before tax in % before tax
US Dollar 14.00% 33,458 10.00% (3,541)

-10.00% (23,898) -10.00% 3,541

Furo 10.00% 8,240 13.50% 9473
-10.00% (8,240) -9.50% (6,666)

Operational risk

Operational risk 1s 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 Company 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 duties, access rights
authorisation and reconciliation procedures, staff education and assessment processes, including the use of internal audit.

3

16. Fair value measurements

For the purpose of disclosing the fair values, the Company determined classes of assets and liabilitics based on the assets and
liabilities nature, characteristics and risks as well as the hierarchy of fair value sources.

Fair value measurement using

Quoted Significant
pricesin  Significant non-
active observable observable
markets Inputs nputs
Date of valuation (Level 1) (Level 2) (Level 3) Total
31 December 2018
Assets for which fair values
are disclosed
Cash and cash cquivalents 31 December 2018 403,557 - - 403,557
L.oans to customers 31 December 2018 - - 5,106,070 5,106,070
Other financial assets 31 December 2018 - - 7,126 7,126
Liabilities for which fair values are disclosed
Amounts due to credit institutions 31 December 2018 - 4,368,940 - 4,368,940
Other financial liabilities 31 December 2018 - - 11,506 11,506
31 December 2017
Assets for which fair values
are disclosed
Cash and cash cquivalents 31 December 2017 255,623 - - 255,623
Amounts due from credit institutions 31 December 2017 99,350 - - 99,350
Loans to customers 31 December 2017 - - 4,276,583 4.276,583
Orther financial assets 31 December 2017 - - 4,989 4,989
Liabilities for which fair values are disclosed
Amounts due to credit institutions 31 December 2017 - 3,606,736 - 3,600,736
Orther financial liabilities 31 December 2017 - - 22,596 22,596
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16. Fair value measurements (continued)

Fair value of financial assets and liabilities not carried at fair value

Set out below is a comparison by class of the carrying amounts and fair values of the Company’s financial instruments that
are not carried at fair value in the statement of financial position. The table does not include the fair values of non-financial

assets and non-financial liabilities

Financial assets

Cash and cash equivalents

Amounts due from credit
institutions

Loans to customers

Other financial assets

Financial liabilities

Amounts due to credit .
mstitutions

Other financial liabilities

Total unrecognised change
“in fair value

31 December 2018 31 December 2017
Unrecog- Unrecog-
Carrying Fair nised Cartying Fair nised
value value  gain/(loss) value value  gain/(loss)
403,557 403,557 - 255,623 255,623 -
- - - 99,350 99,350 -
5,118,392 5,106,070 (12,322) 3,974,886 4,276,583 301,697
7,126 7,126 - 4,989 4,989 -
4,421,261 4,368,940 52,321 3,482,946 3,606,736 (123,790)
11,506 11,506 - 22,596 22,596 -

39,999

177,907

The following describes the methodologies and assumptions used to determine fair values for those fiancial instruments

which are not already recorded at fair value in these financial statements.

Assets for which fair value approximates carrying valne

For financial assets and financial liabilities that are liquid or having a short term maturity (less than three months) it is assumed
that the carrying amounts approximate to their fair value. This assumption is also applied to demand deposits and savings
accounts without a specific maturity.

Financial assets and financial liabilities carvied at anortised cost

Fair value of unquoted instruments, including loans to customers, amounts due from credit institutions and amounts due to
credit institutions, and other financial assets and liabilities, is estimated by discounting future cash flows using rates currently
available for debt on similar terms, credit risk and remaining matutities.

33



Microfinance organization “Asian Credit Fund” LLC

2018 financial statements

(in thousands of tenge, nnless otherwise indicated)

17. 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. For

the Company’s contractual undiscounted repayment obligations refer to Note 15.

Cash and cash equivalents

Amounts due from credit
mnstitutions

Loans to customers

Current corporate income
tax assets

Deferred corporate income
tax assets

Property and equipment

Intangible assets

Other assets

Total assets

Amounts due to credit
mstitutions

Other liabilities

Total liabilities

Net position

31 December 2018 31 December 2017
Within More than Within More than

one year one year Total one year one year Total
403,557 - 403,557 255,623 - 255,623

- - - 99,350 - 99,350
3,308,804 1,809,588 5,118,392 2,514915 1,459,971 3,974,886
21,789 - 21,789 14,138 - 14,138

- 1,466 1,466 - 2,825 2,825

- 105,928 105,928 - 80,664 80,664

- 85,735 85,735 - 54,181 54,181

25,539 14,995 40,534 29,087 5,946 35,033
3,759,689 2,017,712 5,777,401 2,913.113 1,603,587 4,516,700
1,781,114 2,640,147 4,421,261 1,607,608 1,875,338 3,482,946
80,892 — 80,892 82,404 — 82,464
1,862,006 2,640,147 4,502,153 1,690,072 1,875,338 3,565,410
1,897,683 (622,435) 1,275,248 1,223,041 (271,751 951,290

18. Related party transactions

In accordance with 1AS 24 Refated Party Disclosures, parties are considered to be related if one paity has the ability to control
the other party or exercise significant influence over the other party in making financial or operational decisions. In considering
cach possible related party relationship, attention is directed to the substance of the relationship, 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.

Related party transactions

The balances as well as the corresponding gain or loss on transactions with other related parties are as follows:

Statement of financial position

Assets

Other assets
Liabilities
Other hiabilities

Statement of comprehensive income

Operating expenses

Transactions with members of key management personnel

Compensation of key management personnel comprised the following:

Salaties and other short-term benefits

Social security costs

Total compensation to the key management personnel

Participants

2018 2017
5,764 2,995
- 158
6,746 6,339
2018 2017
70,529 55,796
7,134 5,929
77,663 61,725
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19. Changes in liabilities arising from financing activities

Amounts due to

credit institutions
Carrying amount as at 31 December 2016 2,852,128
Proceeds 1,432,794
Repayment (781,888)
Foreign currency translation (44,789)
Other 24,701
Carrying amount as at 31 December 2017 3,482,946
Proceeds 2,230,148
Repayment (1,378,418)
Foreign currency translation (5,862)
Other 92,447
Carrying amount as at 31 December 2018 4,421,261

“Other” mainly represents the effect of accrued, but not yet paid interest on amounts due to credit institutions. The Company
classifies interest paid as cash flows from operating activities.

20. Capital adequacy

In accordance with the Law of the Republic of Kazakhstan On Microfinance Organizations dated 26 November 2012,
the Company is obliged to have the charter capital paid in the amount of not less than 30,000 times the monthly calculation
index (heretnafter — “MCI”), equal to 2,405 tenge as at 31 December 2018 (31 December 2017: 2,269 tenge).

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

As at 31 December 2018 and 2017, the Company had complied in full with all its externally imposed capital requirements.

The primary objectives of the Company’s capital management are to ensure that the Company complies with externally
imposed capital requirements and that the Company maintains strong credit ratings and healthy capital ratios in order to
support its business and to maximise profit for participants.

The Company manages its capital structure and makes adjustments to it in the light of changes in economic conditions and
the risk characteristics of its activities.

"The NBRK requires microfinance organisations to maintain a Tier 1 capital adequacy ratio in the amount of not less than 10%

of the assets, the total maximum risk factor per a'single borrower in the amount of not more than 25% of equity, calculated
in accordance with the requirements of the NBRK, and the overall rate of maximum limit of total Habilities in the amount of
not exceeding 10 times of equity. As at 31 December 2018 and 2017, the Company’s capital adequacy ratio based on the
NBRK methodology exceeded the statutory minimum.

The Company’s capital adequacy ratio, computed in accordance with the NBRK requirements as at 31 December, comprise:

31 December 31 December

2018 2017

Tier 1 capital 1,267,836 943,063
Total assets 5,777,401 4,516,700
Tier 1 capital ratio 0.22 0.21
31 December 31 December

2018 2017

Tier 1 capital 1,267,836 943,063
‘Total amount due from a single borrower 14,654 9,340
Maximum exposure per single borrower to Tier 1 Capital 0.01 0.01
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20. Capital adequacy (continued)

31 December 31 December

2018 2017

Tier 1 capital 1,267,836 943,003
"Total liabilities of a microfinance organisation except for liabilities to non-
residents of the Republic of Kazakhstan, which are international financial

organisations 4,502,153 3,565,410

Maximum exposure of total liabilities to Tier 1 Capital 3.55 3.78

21. Events after the reporting period

In September 2018, Mercy Corps, the controlling party of the Company, notified other participants of the Company of its
intention to fully sell its share. Mercy Corps plans to sell its share by the end of 2019.
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