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Statement of Management’s Responsibilities for the Preparation and Approval of the Financial
Statements for the Year Ended 31 December 2016

The following statement, which should be read in conjunction with the Independent Auditor’s opinion
presented, is made with a view to distinguish the respective responsibilities of management and the
auditor with respect to the financial statements of National Information Technologies Joint-Stock
Company (hereinafter “the Company”).

Management of the Company is responsible for the preparation of the financial statements that
present fairly, in all material respects, the financial position of the Company as at 31 December 2016,
as well as its performance, cash flows and changes in equity for the year then ended, in accordance
with the International Financial Reporting Standards (hereinafter “iFRS"}.

In preparing the financial statements, management is responsible for:
» Selecting and applying appropriate accounting policies;

¢ Providing relevant, reliable, comparable and understandable information, including accounting
policies;

+ Ensuring compliance with the IFRS, or disclosing all significant deviations from the IFRS in notes
to the financial statements;

» Evaluating the Company's ability to continue as a going concern.
Management of the Company is responsible for:

e Designing, implementing, and maintaining an effective and reliable internal control system
within the Company;

y
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* Maintaining an accounting system, which allows at any time with a sufficient degree of accuracy
preparing the information on the financial position of the Company and ensuring compliance of

the financial statements with the IFRS requirements;

* Maintaining accounting records in compliance with the laws of the Republic of Kazakhstan and
IFRS;

» Taking measures within its range of powers and responsibilities to safeguard Company’s assets;
» Detecting and preventing fraud and other irregularities.

The accompanying financial statements for the year ended 31 December 2016 have been proved by
management of the Company on 14 April 2017:
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Deputy Chairman o&%
Board

Astana, Republic of Kazakhstan
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TO THE SOLE SHAREHOLDER AND MANAGEMENT of National Information Technologies Joint-Stock
Company

Opinion

We have audited the accompanying financial statements of National Information Technologies Joint-
Stock Company (hereinafter “the Company”), consisting of the statement of financial position as at 31
December 2016, statement of comprehensive income, statement of changes in equity, and statement
of cash flows for the year then ended, as well as notes to the financial statements, including a
summary of significant accounting policies. -

In our opinion, the accompanying financial statements fairly present, in all material respects, the
financial position of the Company as at 31 December 2016, as well as its financial performance and
cash flows for the year then ended, in accordance with the International Financial Reporting Standards
(“IFRS™).

Basis for Opinion

We have performed our audit in accordance with the International Standards on Auditing (ISA). Our
responsibilities under those standards are described in the section Auditor’s Responsibility for the
Audit of the Financial Statements herein. We are independent in relation to the Company, as required
by the Code of Ethics for Professional Accountants of the International Ethics Standards Boards for
Accountants (Code of |ESBA) and the ethical requirements applicable to our audit of the financial
statements in Kazakhstan, and we performed other ethical responsibilities of ours in compliance with
those requirements and the Code of IESBA. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

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

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

In preparing the financial statements, management is responsible for the evaluation of the Company's
ability to continue as a going concern, and for disclosure, where appropriate, of information relevant
to the going concern, as well as for preparation of the financial statements based on the assumption of
going concern, except when Management intends to liquidate the Company, or discontinue its

operations, or where has no other realistic alternatives, other than liquidation or discontinuation of
operations.

Those charged with governance are responsible for supervision of the preparation of the Company’s
financial statements.

Auditor’s Responsibility for the Audit of the Financial Statements

Olfl' objective is to obtain reasonable assurance whether the financial statements are free of material
m_lsstatement due to fraud or error, and to express the audit opinion. Reasonable assurance means a
high degree of certainty, but does not guarantee that the audit performed in accordance with the
International Standards on Auditing always identifies significant misstatements, if any. Misstatement
-can. be caused by fraud or errors, and are considered material if you can reasonably assume that they,
individually or cumulatively, can impact on economic decisions of users made on the basis of the

tinancial stage
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As part of the audit performed in accordance with the International Standards on Auditing, we use
professional judgment and maintain professional scepticism throughout the audit. In addition, we
perform the following:

. Identify and assess the risks of material misstatement in the financial statements, whether
due to fraud or errors; design and perform audit procedures in response to the risks; obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion.
Detection risk of material misstatement resulting from fraud is higher than the detection
risk of material misstatement due to errors, since fraud can involve conspiracy,
falsification, deliberate omission, misrepresentation of information or override of internal
controls;

. Obtain understanding of the 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 appropriateness of disclosures prepared by management;
. Make a conclusion with respect to the appropriateness of application of ongoing concern

assumption, and based on the audit evidence obtained we make a conclusion whether
there is substantial uncertainty due to certain events or conditions that can result in
significant doubts about the Company's ability to continue as a going concern. if we come
to a conclusion that significant uncertainty exists, in the audit opinion we should draw
attention to the relevant disclosure in the financial statements or, if such disclosure is
inadequate, we should qualify our opinion. Our conclusions are based on the audit evidence
obtained before the date of our audit opinion. However, future events or conditions can
result in the loss of the Company’s ability to continue as a going concern.

. Evaluate the overall presentation of the financial statements, its structure and content,
including disclosures, we also evaluate whether the financial statements present the
underlying transactions and events so as to ensure their fair presentation.

We interact with those charged with governance, bringing to their attention, inter alia, information
about the planned scope of the audit and its timing, as well as material findings of the audit, including
significant shortcomings of the internal control identified in the course of the audit.

We also provide those charged with governance with a statement that we complied with all relevant
ethical requirements with respect to independence, and informed them about all relationships and
other issues that may reasonably be regarded as affecting the auditor’s independence and, where
necessary, about appropriate precautions.

We select from the issues that we brought to the attention of those charged with governance those
issues that were most important to the audit of the financial statements for the current period and,
therefore, are the key issues. We disclose information related to those issues in our audit opinion,
except in cases where public disclosure of such information is prohibited by applicable laws or
regulations, oL are cases, where we come to the conclusion that the adverse effects of
communicat/if_lg_-sucn ii ionwoyld be much stronger than public benefit from its disclosure.
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.Auditor Qualifying Certificate No. 0000497 dated 18 January 2008
issued by the Qualification Commission
for Certification of Auditors of the Republic of Kazakhstan
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Financial Statements of

National Information Technologies JSC
For the Year Ended 31 December 2016
(Kazakhstani tenge thousand}

STATEMENT OF FINANCIAL POSITION

ltems

Assets

Short-term assets

Cash and cash equivalents
Bank deposits

Other current assets

Other current financial assets
Advances paid

Other prepaid taxes

Income tax prepaid

Trade receivables

Inventories

Total short-term assets
Long-term assets

Deferred expenses

Intangible assets

Property, plant and equipment
Long-term trade receivables
Other long-term assets

Total [ong-term assets

Total assets

Short-term liabilities
Trade accounts payable
Finance lease liabilities
VAT payable

Accounts payable to employees
Advances received

Other current liabilities
Total short-term liabilities
Long-term liabilities
Deferred tax liabilities
Finance lease liabilities
Total liabilities

Equity

Authorised capital

Capital reserves

Retained earnings

Total equity

Total liabilities and equity

The accompanying financial statements for the year ended 31 December
management of the Company on 14 April 2017:
an integral part of these financial statements

The accountmg potici

D.M. Sakhipov

Deputy Chairman o
Board

H ;‘:.rf
RETERL
ir‘"”c_ﬂ-lo;\T‘G“d ¢

Notes

o~ o

11
12
13

14
15

16

17

18
13

19
19

As at 31 December

2016 2015
77,632 85,247
5,542,838 3,445,404
342,005 208,000
98,814 67,601
1,084 6,258
26,456 22,038
43,326 2,023
61,477 4,861,870
58,387 64,957
6,252,019 8,763,398
- 49,952
475,549 412,888
4,503,428 5,102,405
. 175
- 3,981
4,978,977 5,569,401
11,230,996 14,332,799
1,219,683 5,014,951
37,151 40,521
132,697 382,134
226,488 239,494
16,184 14,975
101,574 85,883
1,733,777 5,777,958
241,922 209,744
- 37,151
241,922 246,895
5,082,490 5,082,490
91,511 91,511
4,081,296 3,133,945
9,255,297 8,307,946
11,230,996 14,333,799

6 have been approyed by




Financial Statements of

National Information Technologies JSC
For the Year Ended 31 December 2016
(Kazakhstani tenge thousand)

STATEMENT OF COMPREHENSIVE INCOME

ltems

Revenues from the sale of goods and services
Cost of goods and services sold

Gross profit

Selling expenses

Administrative expenses

Other income

Other expenses

Operating income

Foreign exchange difference, net
Financial income

Finance expenses

Profit before tax

Income tax expense

Profit/ (loss) for the year

Other comprehensive income for the year
Comprehensive income/(loss) for the year

s
s

Notes
20
21

22
23
24

25

For the Year Ended 31

December

2016 2015
9,583,431 10,532,812
(7,360,400) (8,639,699)
2,223,031 1,893,113
(13,787) {(24,199)
{616,323) {(741,809)
8,940 17,196
(39,864) (12,436)
1,561,997 1,131,865
(405) 38,577
399,492 144,567
(3,516) {6,117)
1,957,568 1,358,892
(410,217) {295,957)
1,547,351 1,062,935
1,547,351 1,062,935

The accompanying financial statements for the year ended 31 December 2016 have been approved

by management of the Company on 14 April 2017:

The accounting policies and notes form an integral part of these financial statements

D.M. Sakhipov \éﬂ%ﬁ
Deputy Chairman of the:Minage
Board R

)

L.N. Legkay

o

Chief A
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Financial Statements of

National Information Technologies JSC
For the Year Ended 31 December 2016
(Kazakhstani tenge thousand)

STATEMENT OF CASH FLOWS

For the Year Ended 31

December
Items 2016 2015
Cash flows from operating activities
Profit before tax 1,957,568 1,358,892
Adjustments for:
Depreciation and amortisation 951,058 888,256
Amortisation of deferred expenses 297,144 356,661
Accrued provision for unused leaves, bonuses and related
taxes 187,943 208,449
Accrued provision for doubtful debts and impairment of
advances issued 331 -
Accrued provision for slow-moving inventories 9,927 15,677
Written-off provision for slow-moving inventories (4,863) (763)
Finance expenses 3,516 6,117
Financial income (399,492) (144,567)
Written-off intangible assets and property, plant and
equipment 13,974 26,720
Foreign exchange difference - (86,623)
Other adjustments {1,608) 7,800
3,015,498 2,636,617
Changes in inventories . 1,505 19,241
Changes in trade and other receivables 4,800,237 4,841,556
Changes in other prepaid taxes (2,392) (9,341)
Changes in advances paid 5,174 3,789
Changes in other current financial assets, other long-term
and current assets {(419,203) 9,347
Changes in VAT payable (249,437) 257,016
Changes in accounts payable (3,812,027) (4,547,052)
Changes in liabitities to employees (200,949) (184,604)
Changes in other short-term liabilities 16,900 (59,452)
3,155,306 2,967,117
Income tax paid (421,391) (95,399)
Interest earned 399,492 226,503
Interest paid (5,201) (7,801)
Net cash from operating activities 3,128,206 3,090,420
Contributions to the authorised capital of a subsidiary
Bank deposits with maturity over three months (9,945,002) (8,635,473)
Withdrawal of bank deposits 7,856,400 7,530,863
Acquisition of intangible assets (276,280) {7,311}
Deferred expenses .
Development costs (1,200}
Acquisition of property, plant and equipment (132,868} (1,600,732)
Repayment of loans issued to employees 732 4,747
Net cash from Tnvestment activities (2,498,218) (2,707,906)
Dividends paid (600,000) (600,000)
Share issue
Finance lease liabilities paid (37,151} (37,151)
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Financial Statements of

National Information Technologies JSC
For the Year Ended 31 December 2016

(Kazakhstani tenge thousand)

STATEMENT OF CASH FLOWS

For the Year Ended 31

December

Items Notes 2016 2015

Net cash from financial activities T (637,151) (637,151)
Increase +/- decrease in cash (7,163) (254,637)
Effects of exchange rates of foreign currencies in tenge {452) 5,645
Cash and cash equivalents:

At the beginning of the reporting period 85,247 334,239
At the end of the reporting period 77,632 85,247

SIGNIFICANT NON-MONETARY TRANSACTIONS - ADDITIONAL DISCLOSURES

The following significant non-monetary transactions were eliminated from the statement of cash flows:
Property, plant and equipment acquired in 2016 have been adjusted for the increase in the accounts
payable for the acquisition of property, plant and equipment in the amount of 16,759 thousand tenge
(in 2015 - 1,033,896 thousand tenge),

The accompanying financial statements for the year ended 31 December 2016 have been approved by

The accounting policies and notes form an ingegral part of these financial statements

management of the Company on 14 April 2017:
\

L.N. Legkaya /
Chief Accowrftant 7“‘-\

A.M. Yermagamb
Chairman of the

D.M. Sakhipoy

Deputy Chairman Wanager
Board Lorpiaoelon s
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Financial Statements of

National Information Technologies JSC
For the Year Ended 31 December 2016
(Kazakhstani tenge thousand)

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2016

Authorised Capital Retained Total
Components capital reserves earnings reserves
Balance at 01 January 2015 5,082,490 91,511 2,671,010 7,845,011
Comprehensive income for the
year 1,062,935 1,062,935
Dividend distribution (600,000}  (600,000)
Share issue (Note 18)
Balance at 01 January 2016 5,082,490 91,511 3,133,945 8,307,946
Comprehensive income for the
current year 1,547,351 1,547,351
Dividend distribution (600,000) (600,000)
Share issue (Note 18)
Balance at 31 December 2016 5,082,490 91,511 4,081,296 9,255,297

The accompanying financial statements for the year ended 31 December 2016 have been approved

by management of the Company on 14 April 2017:

The accounting policies and notes form an integral part of these financial statements

i

A.M, Yermagambetov
Chairman of the Mana

L]

2

i
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X
o

D.M. Sakhipov

Deputy Chairman of the Managé
Board

L.N. Legkaya / /
Chief Acgelintant

—
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Notes to the Financial Statements
National Information Technologies JSC
For the Year Ended 31 December 2016

(Kazakhstani tenge thousand)

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended 31 December 2016

1. GENERAL INFORMATION

National Information Technologies JSC (hereinafter referred to as “the Company”) was founded in
accordance with the Resolution No. 492 of the Government of the Republic of Kazakhstan dated 4 April
2000 On the Development of a Common Information Space in the Republic of Kazakhstan. The
Company was reorganised in accordance with the Law No. 415 of the Republic of Kazakhstan On Joint-
stock Companies dated 13 May 2003 and re-registered on 1 October 2004 under the number 9922-1901
AO assigned by the Ministry of Justice of the Republic of Kazakhstan.

Zerde National Infocommunication Holding JSC is a sole shareholder of the Company (hereinafter
referred to as “the Shareholder”). The Government of the Republic of Kazakhstan is a sole shareholder
of the Shareholder. Ministry of Information and Communication of the Republic of Kazakhstan is a
public authority having the right of ownership and use of the government’s stake of the sole
shareholder.

The Company operates in the field of information technologies and telecommunications in the Republic
of Kazakhstan. The main objective of the Company is to build information structure in the Republic of
Kazakhstan.

The Resolution of the Government of the Republic of Kazakhstan dated 29 January 2016 determined
the Company as an operator of electronic government information-and-communication infrastructure,
and the Resolution No. 118 of the Government of the Republic of Kazakhstan dated 26 February 2016
determined the Company as an Integrated Call Centre.

As per the Resolution No. 696 of the Government of the Republic of Kazakhstan dated 11 November
2016, it has been decided to reorganise National Information Technologies JSC through merging the
Company and Naticnal Company Kazsatnet JSC.

Company's registered office is located at the address: Server Centre, 8 Mangilik Yel Ave., Yessil
district, Astana, 010000, Kazakhstan.

These financial statements of the Company have been approved for issuing by the Chairman of the

Management Board, Deputy Chairman of the Management Board, and the Chief Accountant on 14 April
2017,

2, BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS

These financial statements have been prepared on the historical cost basis, except for transactions
disclosed in the accounting policies and Notes to the financial statements. The financial statements are
presented in Kazakhstani tenge (hereinafter referred to as “tenge”). All numbers in the financial .
statements are rounded to the nearest thousand, except where specifically stated otherwise.

Statement of Compliance

The Company’s financial statements have been prepared in accordance with the International Financial

%ﬁﬁgf;;‘g Standards (“IFRS”) in the version published by the International Accounting Standards Board

The preparation of financial statements in conformity with IFRS requires the use of certain critical
a;:countmg. estimates and management’s judgments in respect of assumptions made in the application
OF accounting policies. The areas involving a higher degree of complexity or application of assumptions,

:{rc":rias where assumptions and estimates are significant to the financial statements are disclosed in
e 4, :

12




Notes to the Financial Statements
National Information Technologies JSC
For the Year Ended 31 December 2016

(Kazakhstani tenge thousand)

Foreign Currency Translation

These financial statements are presented in tenge. Tenge is the Company's functional currency and
presentation currency of the financial statements. Foreign currency transactions are initially translated
to the functional currency using exchange rates effective at the date of the transaction. Monetary
assets and liabilities denominated in foreign currencies are translated at the exchange rate of the
functional currency effective at the reporting date. All foreign exchange gains and losses are
recognised in the statement of comprehensive income. Non-monetary items measured at fair value in a
foreign currency, are translated using exchange rates that are effective at dates of fair value
measurement.

The weighted average exchange rates established by the National Bank of the Republic of Kazakhstan
(hereinafter “National Bank”) are used as official currency exchange rates in Kazakhstan. As at 31
December 2016, the exchange rate established by the National Bank was 333.29 tenge per 1 US dollar.
This rate was used to translate monetary assets and liabilities denominated in US dollars, as at 31
December 2016 (31 December 2015: 339.47 tenge per 1 US dollar).

3. SIGNIFICANT ACCOUNTING POLICIES

New Standards, Interpretations and Amendments to the Current Standards and Interpretations
adopted for the first time by the Company

Accounting policies used in preparing the financial statements are consistent with the policies apptied
in preparing the financial statements for the year ended 31 December 2015, except for the newly
adopted standards and interpretations, which came into effect as at 1 January 2016, The Company has
not early adopted any other standards, interpretations and amendments that have been issued but not
yet effective, The nature and effect of those amendments are disclosed below. Although those new
standards and amendments had been adopted by the Company for the first time in 2016, they do not
have any significant impact on the annual financial statements of the Company.

IFRS 14 Regulatory Deferral Accounts

IFRS 14 is an optional standard that allows entities, activities of which are subject to rate-regulation,
to continue applying most of its current accounting principles in respect of regulatory deferral account
balances after their first-time adoption of IFRS. Entities that adopted IFRS 14 must present regulatory
deferral accounts as separate line items in a statement of financial position and present movements in
those account balances as separate line items in a statement of profit or loss and other comprehensive
income. The standard requires to disclose the nature of the rate regulation and related risks, and the
impact of such rate regulation on entity’s financial statements. IFRS 14 is effective for annual reporting
periods beginning on or after 1 January 2016. Since the Company already prepares its financial

statements under IFRS and has no regulatory deferral account balances, the standard does not affect
the Company’s financial statements.

Amendments to IFRS 11 Joint Arrangements - Accounting for Acquisitions of Interests

{\mepd.ments to IFRS 11 require a member of joint operations to account for acquisition of an interest
ina ]olnt operation where the activity of the joint operation constitutes a business, in accordance with
the principles of IFRS 3 Business Combinations relevant to accounting for business combinations. The
amendments also clarify that a previously held interest in a joint operation is not to be remeasured in
case of acquisition of an additional interest in the same joint operation, provided that joint control is
retained. In addition, a scope exclusion has been added to IFRS 11 to specify that the amendments do

not apply when the parties sharing joint control (including the reporting entity) are under common
control of the same ultimate controlling party.

:‘he amendments apply to both the acquisition of the initial interest in a joint operation and the
€quisition of any additional interests in the same joint operation and are prospectively effective for

13
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Notes to the Financial Statements
National Information Technologies JSC
For the Year Ended 31 December 2076

(Kazakhstani tenge thousand)

annual periods beginning on or after 1 January 2016, with early adoption permitted. The amendments
do not affect the Company's financial statements, as in the period under review, no interest in joint
operations was purchased.

Amendments to IAS 16 and IAS 38 Clarification of Acceptable Methods of Depreciation and
Amortisation

The amendments clarify the principles of IAS 16 Property, Plant and Equipment and 1AS 38 Intangible
Assets  that  revenue  reflects a  pattern of  economic  benefits  that are
generated from operating a business (of which the asset is a part) rather than the economic benefits
that are consumed through use of the asset. As a result, the revenue-based method cannot be used to
depreciate property, plant and equipment and may only be used in very limited cases to amortise
intangible assets. The amendments are prospectively effective for annual periods beginning on or after
1 January 2016, with early adoption permitted. The amendments do not impact on the Company’s
financial statements, as the Company has not used a revenue-based method to depreciate its non-
current assets.

Amendments to IAS 16 and IAS 41 Agriculture: Bearer Plants

The amendments change the requirements to accounting for biological assets that meet the definition
of bearer plants. In accordance with the amendments, biological assets that meet the definition of
bearer plants will no longer be within the scope of 1AS 41 Agriculture. Instead, 1AS 16 will apply. After
initial recognition, bearer plants will be measured under 1AS 16 based on accumutated actual costs
(before maturity) and using revaluation model (after maturity). The amendments also confirm that
crop of bearer plants will remain within the scope of 1AS 41 and should be measured at fair value less
costs to sell. IAS 20 Accounting for Government Grants and Disclosure of Government Assistance will
apply to government grants related to bearer plants. The amendments are retrospectively effective
for annual periods beginning on or after 1 January 2016, with early adoption permitted. The
amendments have no impact on the Company’s financial statements as the Company does not have any
bearer plants.

Amendments to IAS 27 Equity Method in Separate Financial Statements

The amendments allow entities to use the equity method to account for investments in subsidiaries,
joint ventures and associates in their separate financial statements. Entities that already apply IFRS
and decide to switch to the equity method in their separate financial statements will have to apply
that change retrospectively. First-time adopters of IFRS that decide to use the equity method in their
separate financial statements have to apply this method from the date of transition to IFRS. The

amendments are effective for annual periods beginning on or after 1 January 2016 with early adoption
permitted.

Annual Improvements to IFRS, 2012 - 2014 cycle

The amenc.jments become effective for annual periods beginning on or after 1 January 2016. The
document includes the following amendments:

IFRS 5 Non-current Assets Held for Sale and Discontinued Operations

Assets (or disposal groups) are generally disposed of either through their sale or distribution to owners.
The amendment clarifies that switching from one of these disposal methods to another should be

considered a continuation of the original plan rather than a new disposal plan. The amendment must
be applied prospectively.

IFRS 7 Financial Instruments: Disclosures
(i) Servicing Contracts

’ii;:{e l,arnendrn.ent c;larifi_es that a servicing contract that includes a fee can constitute continuing
olvement in a financial asset. An entity must assess the nature of the fee and arrangement against

14




Notes to the Financial Statements
National information Technologies JSC
For the Year Ended 31 December 2016

(Kazakhstani tenge thousand)

the guidance for continuing involvement in IFRS 7 in order to assess whether the disclosures are
required. The assessment of whether servicing contracts constitute continuing involvement must be
done retrospectively. However, disclosures are not required for any period beginning before the
reporting period, in which an entity applies the amendment for the first time.

(ii) Applicability of the Amendments to IFRS 7 to Condensed Interim Financial Statements

The amendment clarifies that the offsetting disclosure requirements do not apply to condensed interim
financial statements, unless such disclosures provide a significant update to the information reported
in the most recent annual report. The amendment must be applied retrospectively.

1AS 19 Employee Benefits

The amendment clarifies that market depth of high quality corporate bonds is assessed based on a
currency, in which the obligation is denominated, rather than the country where the obligation is
issued. In the absence of a deep market of high quality corporate bonds denominated in a certain
currency, government bond rates must be used. The amendment must be applied retrospectively.

[AS 34 Interim Financial Reporting

The amendment clarifies that the required interim disclosures must either be in the interim financial
statements or incorporated by cross-reference between the interim financial statements (e.g., in the
management commentary or risk report). Other information within the interim financial statements
must be available to users on the same terms and within the same time frames as the interim financial
statements. The amendment must be applied retrospectively.

Amendments to [AS 1 Disclosure Initiative

The amendments to IAS 1 rather clarify than significantly change the current requirements of IAS 1.
The amendments clarify the following:

e The materiality requirements in I1AS 1;

e Specific line items in a statement(-s) of profit or loss and other comprehensive income and
statement of financial position may be disaggregated.

¢ Entities have flexibility as to the order in which they present the notes to their financial
statements;

* The share of other comprehensive income of equity-accounted associates and joint ventures must
be presented in aggregate as a single line item, and classified as items that will or will not be
subsequently reclassified into profit or loss.

Furthermore, the amendments clarify the requirements that apply when additional subtotals are
presented in a statement of financial position and statement(s) of profit or loss and other
comprehensive income. The amendments are effective for annual periods beginning on or after 1
January 2016, with early adoption permitted.

Amendments to IFRS 10, IFRS 12 and IAS 28 Investment Entities: Applying the Consolidation Exception

The amendments address issues that have arisen in applying the consolidation exception in respect of
Investment entities under IFRS 10 Consolidated Financial Staternents. The amendments to IFRS 10
clarify that the exemption from presenting consolidated financial statements also applies to a parent
entity that is a subsidiary of an investment entity, when the investment entity measures all of its
subsidiaries at fair value.

Furthermore, the amendments to IFRS 10 clarify that only a subsidiary of an investment entity, which is
not an investment entity itself and provides support services to the investment entity is to be
consolidated.  All other subsidiaries of an investment entity are measured at fair value. The
amendments to IAS 28 Investments in Associates and Joint Ventures allow an investor when applying
the.eqUitY method to retain the fair value measurement applied by its associate or joint venture
(which are investment entities) to their own interests in subsidiaries.
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Those amendments must apply retrospectively and are effective for annual periods beginning on or
after 1 January 2016, with early adoption permitted. The amendments will have no impact on the
Company's financial statements.

The Company has not applied the following new and revised IFRS and IFRIC (issued but not yet in

effect):

IFRS 1 First-time
Adoption of IFRS

IFRS 12 Disclosure of
Interests in Other
Entities

IAS 28 Investments
in Associates and
Joint Yentures

IFRS 1 has been amended to remove short-term exemptions dealing with IFRS
7 Financial Instruments: Disclosures, 1AS 19 Employee Benefits and IFRS 10
Consolidated Financial Statements.  Such exemptions are no longer
applicable and had been available to entities for reporting periods that have
already passed. This amendment becomes effective for annual periods
beginning on or after 1 January 2018.

Amendments have been made to clarify the scope of IFRS 12 in respect of
interests in entities within the scope of IFRS 5 Non-current Assets Held for
Sale and Discontinued Operations. Specifically it clarifies that entities are
not exempt from all of the disclosure requirements in IFRS 12 when their
interests in other entities have been classified as held for distribution or as
discontinued operations, The standard as amended therefore clarifies the
disclosure requirements set out in paragraphs B10-16 that do naot need to be
provided for entities within the scope of IFRS 5. :

This annual improvement must be applied retrospectively for reporting
periods beginning on or after 1 January 2017. No transitional relief is
available.

IAS 28 has been amended to clarify that a venture capital organisation, or a
mutual fund, unit trust and similar entities (including investment-linked
insurance funds) may choose, on an investment by investment basis, to
account for its investments in joint ventures and associates at fair value or
using the equity method.

This annual improvement must be applied retrospectively for reporting
periods beginning on or after 1 January 2018. No transitional relief is
available.
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Effect of the amendment - 1AS 40 requires a property to be transferred to, or
from, investment property only when there is a change in its use, The
é amendment clarifies that a change in management's intentions for the use of
an investment property does not in isolation provide evidence of a change in
% the use. This is because management's intentions, alone, do not provide
evidence of a change in use. An entity must, therefore, give observable -
actions to support such a change. Paragraph 57 of IAS 40 gives the following
examples of appropriate sources of evidence (this is not intended to be an
exhaustive list); :

IAS 40 Investment » Commencement of owner-occupation for a transfer from investment
Property property to owner-occupied property;

» Commencement of development with a view to sale, for a transfer from
investment property to inventories;

» End of owner-occupation, for a transfer from owner-occupied property to
investment property; and;

» Inception of an operating lease to another party, for a transfer from
inventories to investment property. The amendment is effective for annual
periods beginning on or after 1 January 2018,

Company management believes that the application of the amendments to IFRS will have no material
impact on the Company's financial statements.

Property, Plant and Equipment

Items of property, plant and equipment (hereinafter “PPE”) are stated at original cost less
accumulated depreciation and impairment. The original cost of PPE consists of purchase price or cost
of construction, and any costs directly attributable to bringing the asset to working condition, and an
initial estimate of the costs of the asset decommissioning, if necessary. Purchase price of cost of
construction is the total amount paid and the fair value of any kind of consideration paid for the
purchase of the asset.

‘hoen major components of items of property, plant and equipment require replacement at regular
mterva:ls, the Company recognises such components as individual assets with specific useful lives and
gipreaates them accordingly. Similarly, when a major inspection is performed, its cost is recognised in

~ €dffrying amounts of PPE as a replacement of equipment, if the recognition criteria are satisfied. All
“other costs of repair and maintenance are recognised in profit or loss as incurred.

Construction in progress includes the unfinished construction of property, plant and equipment
recorded at cost. Construction in progress includes the cost of construction, the cost of equipment, and

- other direct costs. Construction in progress is not depreciated until the completion of construction of
the relevant assets and putting them into operation.

Depreciation of PPE, except land and construction-in-progress, is calculated on a straight-line basis
over the following useful lives:

Group of assets Useful lives

~ Buildings

40 years

! ﬁinery and equi 10-20 years
s pment 4-10 years
“f*v*g icles 5-7 years
Sthers 3-10Q years
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The expected useful lives of PPE can be reviewed annually, and if it is necessary to change them, they
are changed in subsequent periods. The carrying amounts of PPE are reviewed for impairment when
there are any events or changes in circumstances indicating that the carrying amount cannot be
recovered. Items of PPE are derecognised upon their disposal or in cases where future economic
benefits are no longer expected from their use or disposal. Any gains or losses arising from
derecognition of an asset (calculated as the difference between the net disposal proceeds and the
carrying amount of the asset) are included into the statement of comprehensive income in the
reporting period, in which the asset is derecognised.

Intangible Assets

intangible assets acquired separately are initially recognised at original value. The original cost of an
intangible asset is the total amount paid and the fair value of any other PPE provided for the purchase
of the asset. The original value of intangible assets acquired in a business combination is their fair
value at the acquisition date. After initial recognition, intangible assets are recorded at original value
less accumulated amortisation and accumulated impairment losses. Intangible assets include licenses,
computer software and development costs.

Intangible assets with finite useful lives are amortised over the amortisation period and reviewed for
impairment if there are indications of impairment of a certain intangible asset. The amortisation
period and amortisation method for an intangible asset with a finite useful life is reviewed at least at
each reporting year-end. Change the expected useful life or the expected pattern of consumption of
the future economic benefits that are enclosed in an asset is recognised in the financial statements as
a change in the period or method of amortisation depending on the situation, and is recorded as a
change in accounting estimates. Amortisation expenses of intangible assets with finite useful lives are
recognised in the statement of comprehensive income in the expense category which is consistent with
the function of the intangible assets.

Intangible assets, except those that are under development, are amortised on a straight-line basis over
the following useful lives:

Group of assets Amortisation period
Licenses 1-5 years
Software 1-5 years

Gains or losses from the derecognition of an intangible asset are measured as the difference between
the net proceeds from disposal of the asset and its carrying amount, and are recognised in the
§j:§tement of comprehensive income at the time of derecognition of the asset.

Research and Development Costs

Research Costs are expensed as incurred. An intangible asset arising from development costs of a
?al_jtlcular product is recognised only when the Company is able to demonstrate the following:

Tech[)ical feasibility of creation of an intangible asset, so that the asset is available for use
or sale;

Its intention to complete the development of the intangible asset and either use or sell it;
The way the intangible asset will generate future economic benefits;

. The availability of sufficient resources to complete the development;

. The ability to reliably estimate the costs related to the intangible asset during its
development;

The ability to use the intangible asset created.

After initial recognition of develo

) ¢ pment costs as an asset, the assets are recorded at original value less
aceumulated amortisation and a

devel _ ccumulated impairment losses. Asset starts to be amortised upon the
sevelopment completion, when the asset is ready for use, and is amortised over the expected period of

gal_l?lrég future economic benefits. Amortisation costs are recorded in the cost. During the development
eriod the asset is annually reviewed for impairment.
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Deferred expenses

Costs of upgrading of facilities and equipment taken under operating lease are recognised as deferred
expenses and amortised over the useful life of the asset or the minimum lease duration, whichever is
less. The non-cancellable lease duration is considered a minimum lease duration. Such period also
includes the unconditional right of the Company to a lease renewal. :

A EC T

Impairment of Non-financial Assets

At each reporting date, the Company assesses whether there is any indication of potential impairment
of assets. If any such indication exists or when an annual testing of an asset for impairment is required,
the Company assesses the asset’s recoverable amount. The recoverable amount of an asset or a cash-
generating unit (hereinafter “CGU”) is the greater of the fair value of the asset (CGU) less selling costs
and the asset’s (CGU’s) value in use. The recoverable amount is determined for an individual asset,
unless the asset does not generate cash inflows that are largely independent from cash inflows
generated by other assets or groups of assets.

When the carrying amount of an asset or cash-generating unit exceeds its recoverable amount, the
asset is considered impaired and is written down to its recoverable amount. In assessing the value in
use, future cash flows are discounted at a pre-tax discount rate that reftects current market
assessment of the time value of money and the risks specific to the asset. In determining the fair value
less selling costs, recent market transactions are taken into account (if any). In their absence, an
appropriate valuation technique is used. Those calculations should be confirmed by valuation
multiples, price quotations of free-floating shares or other available indicators of the fair value.

The Company determines the impairment loss based on detailed plans and estimates prepared
separately for each CGU of the Company, to which separate assets belong. These plans and estimations
are typically made for five years. As for longer periods, long-term growth rates are calculated, and
those rates are applied to expected future cash flows after the fifth year.

Losses from impairment of continuing operations are recognised in the statement of comprehensive
income in the expense jtems that are consistent with the function of the impaired asset.

At each reporting date, the Company determines whether there are indications that the previously

recognised impairment losses of assets, other than goodwill, no longer exist or decreased. If any such

indications exist, the Company estimates the recoverable amount of an asset or a cash-generating unit.

%@gng.us_ly recognised impairment losses can be reversed only if there have been changes in the

‘gggm:a{t_es that were used to determine the recoverable amount of an asset after recognition of the last
i }gggjr;r_nent losses. The reversal is limited so that the carrying amount of an asset should not exceed its
=96) ga_b_\!e amount, and the reversal cannot exceed the carrying amount of the asset, net of
Clation, which would have been determined, if no impairment loss had been recognised in
ous years. Such reversal is recognised in the statement of comprehensive income.

g !nitra! Recognition and Measurement

.nanc;]al ass.ets within the scope of 1AS 39 are classified accordingly as financial assets at fair value
gh profit or loss; loans and receivables; investments held-to-maturity; financial assets available-

e‘;'».derivatives designated as hedging instruments in an effective hedge. The Company classifies
1ancial assets upon their initial recognition.

f’.l ‘assets are iniFially recognised at fair value, plus (in case of investments not at fair value
‘profit or loss) directly attributable transaction costs.
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All transactions of purchase or sale of financial assets, which require delivering the assets within time
frames established by laws or certain market rules (purchases on standard terms and conditions) are
recognised at the transaction date, i.e. the date when the Company undertakes to buy or sell an asset.

Financial assets of the Company include cash and bank deposits, trade and other receivables, as well as
restricted cash at deposit accounts.

Subsequent Measurement
Subsequent measurement of financial assets depends on their classification as follows:
Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, on-call deposits, and other short-term highly liquid
investments with an original maturity of less than 3 months.

Short-term bank deposits in the statement of financial position have an original maturity from three
months to one year.

Loans and Receivables

Loans and accounts receivable are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. After initial recognition, assets of this kind are measured at
amortised cost, which is determined using the effective interest method less any impairment losses.
Amortised cost is calculated taking into account any discount or premium on acquisition and
commission fees or costs that form an integral part of the effective interest rate. Amortisation
calculated using the effective interest rate is included in financing income. Losses arising from
impairment are recognised as finance expenses in the period when the impairment is occurred.

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial
assets) is derecognised in the statement of financial position, where:

. The rights to receive cash flows from the asset have expired; 7

. The Company has transferred its rights to receive cash flows from the asset or has assumed
an obligation to forward to a third party received cash flows in full without substantial
delay under a “pass-through” arrangement; and either (a) the Company has transferred
substantially all the risks and rewards of the asset, or (b} the Company has neither
transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control over the asset.

‘_Where the Company has transferred all of its rights to receive cash flows from an asset, or has entered
Into a pass-through arrangement and has neither transferred nor retained substantially all the risks and
rewards of the asset nor transferred control of the asset, the new asset is to be recognised to the
gxtent of the Company’s continuing involvement in the asset.

In this case, the Company also recognises a corresponding liability. The transferred asset and

corresponding liability are measured on the basis, which reflects the rights and obligations retained by
the Company.

Continuing involvement that takes a form of guarantee in respect of the asset transferred is measured

at the lower of the original carrying amount of the asset and the maximum amount that the Company
could be required to repay.

f{'_npairment of Financial Assets

‘:‘if]::ﬁh lr eporting date, the.Com;.)any assesses whether there is objective evidence of impairment of a
nancial asset or group of financial assets. A financial asset or group of financial assets are deemed to
OCCL:T:D?Ere? only if .tr.\e;re is objchive evidence of impairment resulting from one or more events that
_-irred atter the initial recognition of the asset (a ‘loss event’) and had an impact on the expected
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future cash flows from the financial asset or group of financial assets, and such impact can be reliably
measured.

Evidence of impairment may include indications that a debtor or group of debtors are experiencing
significant financial difficulties, cannot service their debt or improperly pay interests or principal, as
well as the probability that they will undergo bankruptcy procedures or other financial restructuring. In
addition, such evidence also includes observable data indicating the measurable reduction of expected
future cash flows from a financial instrument, such as a change in the amounts of debt past due, or
changes in economic conditions that correlate with defaults. Recovery of a provision previously
recognised is recorded where the decrease in the provision is directly attributable to events that
occurred after its recognition. Such recovery of the impairment loss is recognised in the statement of
comprehensive income.

Financial Liabilities
Initial Recognition and Measurement

Financial liabilities that are within the scope of 1AS 39 are classified accordingly as financial liabilities
at fair value through profit or loss, loans and borrowings, or derivatives designated as hedging
instruments in an effective hedge. The Company classifies its financial liabilities upon their initial
recognition. Financial liabilities are initially recognised at fair value increased by the amount of
directly attributable transaction costs (in the case of loans and borrowings),

Financial tiabilities of the Company include trade and other payables, finance lease liabilities.
Subsequent Measurement '

Subsequent measurement of financial liabilities depends on their classification as follows: Financial
liabilities at fair value through profit or loss include financial liabilities held-for-trading and financial
liabilities designated upon initial recognition as at fair value through profit or loss. Financial liabilities
are classified as held-for-trading if they are acquired for the purpose of selling them in the near term.
This category includes derivative financial instruments, to which the Company is a contracting party,
and which do not meet the criteria for hedging instruments in a hedge as defined in 1AS 39. Separated
embedded derivatives are also classified as held-for-trading, except when they are designated as
instrument in an effective hedge. Gains and losses on liabilities held for trading are recognised in the
statement of comprehensive income. The Company has no financial liabilities classified at initial
recognition as financial liabilities at fair value through profit or loss.

Trade and Other Payables

Tig'de payables are recognised initially at fair value and subsequently measured at original value.
Q:erecogni tion

A___financial liability is derecognised in the statement of financial position, where the liability is repaid,
cancelled, or expired. When an existing financial liability is replaced by another from the same lender
on substantially different terms, or the terms of an existing liability are substantially modified, such
replacement or modification is treated as derecognition of the original liability and the recognition of a

new liability, and the difference in their carrying amounts is recognised in the statement of
comprehensive income,

- Fair Yalue of Financial Instruments

Farr value of financial instruments that are traded in active markets is determined at each reporting

_ g?ite b?SEd on quoted market prices or dealers’ price quotations (bid prices for long positions and ask
. Prices for short positions), without deducting transaction costs.

a‘rroVal_ue of flna.nc1al Instruments that are not traded in active markets is determined using
P pnate valuation techniques. Such techniques may include using recent arm’s length market
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transactions; reference to the current fair value of another instrument that is substantially the same;
discounted cash flow analysis or other valuation models.

Offsetting

Financial assets and financial liabilities are offset and the net amount is reported in the statement of
financial position if there is an enforceable legal right to offset and there is an intention to realise the
assets and settle the liabilities simultaneously.

Lease

To determine whether a transaction is a lease or contains lease characteristics, it is necessary to
analyse the essence of the transaction at the commencement date of the transaction. It is required to
determine whether the performance of the arrangement depends on the use of a specific asset or
assets, and whether the right of the asset use is transferred as a result of the transaction.

Operating lease payments are recognised as expense in the statement of comprehensive income on a
straight-line basis over the lease term,

Finance Lease - the Company as a Lessee

The Company recognises finance leases in assets and liabilities in the statement of financial position at
the inception date of the lease in the amount equal to the fair value of the leased asset or the present
value of the minimum lease payments, whichever is lower. Subsequently, the minimum lease payments
are apportioned between the finance expenses and decrease in the outstanding liability. Financial
payment is allocated to each period over the lease term so as to achieve a constant periodic rate of
interest on the outstanding balance of the liability. Contingent lease payments are expensed in periods
in which they occur. Leased property is depreciated in accordance with the depreciation policies
applied to the Company’s assets.

Operating Lease - the Company as a Lessee

Qperating lease payments are recognised as an expense in the statement of comprehensive income on
- a straight-line basis over the whole term of the lease.

Inventories

ggg%p;ories are accounted for on the weighted average cost method. Inventories are measured at the
of cost and net realisable value. The cost includes all expenses incurred to bring the inventories
1€ current location and condition. Net realisable value of inventeries is based on the estimated
price less all expected selling costs. ‘

nses‘incurred in the creation of Internet portals for the purposes of further implementation, are
uded in their cost and recorded in inventories.

1 VTS]OOS are recognised in cases, where the Company has a present obligation (legal or constructive)
Sating from a past event, and there is high probability that settlement of the obligation would
quire an outflow of economic benefits, and the amount of the obligation can be reliably estimated. If
Ompany expects its provisions to recover, the recovery is to be recognised as a separate asset
ed that the r ecovery is virtually certain. Expenses related to a provision are recognised in the
nent of comprehensive income net of recovery. If the effect of the time value of money is
laterial, provisions are determined through discounting future cash flows at a pre-tax rate that
iects the current assessment of the time value of money and, where possible, the risks specific to

e _llgatlon.. If discounting is applied, then increase in the provision with the course of time is
LE€Cognised as finance expenses,
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Revenue Recognition

Revenue is recognised when it is probable that the Company will obtain economic benefits, provided
that the amount of revenue can be reliably estimated. Revenue is measured at the fair value of the
consideration received, net of discounts and other taxes or sales duties. The Company has concluded
that it is acting as a principal in all its agreements providing for obtaining revenue, since in all cases it
is the primary party that assumed obligations under the agreements, and has freedom of action with
respect to pricing, and is exposed to the risk of impairment of inventories and credit risk.

To recognise revenue in the financial statements, the following criteria shall be met:

Sale of Goods

Revenue from the sale of goods is recognised when the goods have been delivered and the risks and
ownership have been transferred to the buyer.

Provision of Services
income from services provided is recognised at the time of the provision of services.
Interest Income

Income is recognised as interest is accrued (using the effective interest method, which discounts
expected future cash flows over the expected duration of a financial instrument to the net carrying
amount of the financial asset).

Recognition of Expenses

Expenses are recognised in the financial statements as incurred, in the period to which they relate, on
an accrual basis.

Income Fax
Income tax for the year comprises current income tax and deferred tax.

Current tax assets and liabilities for the current and prior periods are measured at the amount
expected to be recovered from or paid to the tax authorities. The tax rates and tax laws used to
ulate this amount are those that are enacted or substantively enacted at the reporting date.

Egr_lp_ income tax related to the items that are recorded directly in equity, is recognised in equity
than in the statement of comprehensive income. From time to time management of the
ny evaluates positions recorded in the tax returns with respect to which the applicable tax laws
Interpreted differently, and creates provisions, where appropriate.

ferred income tax is accounted for using the liability method based on temporary differences

' o eseer; the tax bases of assets and liabilities and their carrying amounts for financial reporting

When deferred tax liability results from the initial recognition of goodwill, asset or liability
u_nder a transaction, other than business combination transaction, provided that at the
time of the transaction it affects neither accounting profit nor the taxable profit or loss.

In respect of taxable temporary differences associated with investments in subsidiaries and
associates, and interests in joint ventures, provided that the Company can control the
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allocation of the decrease in temporary differences over the time, and it is probable that
the temporary difference will not decrease in the foreseeable future.

Deferred income tax assets are recognised for all deductible temporary differences, unused tax
benefits and unused tax losses to the extent it is probable that there will be a taxable profit against
which the Company can offset deductible temporary differences, unused tax benefits and unused tax
losses, except where: '

. Deferred income tax asset related to the deductible temporary difference results from the
initial recognition of an asset or liability under a transaction, other than business
combination transaction, provided that at the time of the transaction it affects neither
accounting profit nor the taxable profit or loss.

. In respect of deductible temporary differences associated with investments in subsidiaries
and associates, and interests in joint ventures, deferred tax assets are recognised only to
the extent that it is probable that the temporary differences will be used in the
foreseeable future and taxable profit will be available against which the temporary
differences can be utilised.

The carrying amounts of deferred income tax assets are reviewed at each reporting date and reduced
to the extent that it is no longer probable that the Group will obtain sufficient taxable profit allowing
to utilise all or part of the deferred income tax assets. Unrecognised deferred income tax assets are
reviewed at each reporting date and recognised to the extent that it is highly probable that future
taxable profit will allow to use deferred income tax assets.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply in
the reporting year, in which the asset will be realised, and the liability will be settled, based on tax
rates {and tax laws) that were enacted or substantively enacted as at the reporting date.

4

Deferred income tax relating to items that are recognised outside the profit or loss is also recognised
outside the profit or loss, Deferred tax items are recognised in correlation to the underlying
transaction either in other comprehensive income or directly in equity.

Deferred income tax assets and deferred income tax liabilities are offset, if there is a legally
enforceable right to set off current tax assets against current tax liabilities and the deferred taxes
relate to the same taxable entity and the same tax authority.

Equity

Authorised capital

Costs of services of third parties directly associated with the issue of new shares, except for business
combinations, are recognised in equity as the decrease in the amount received as a result of the issue,

Any excess of the fair value of the proceeds received over the par value of shares issued is recognised
as the share premium.

Capital reserves

Capital reserves are made created by a decision of the Shareholder of the Company. These reserves are
Not to be distributed to the Shareholder.

Dividends
Dividends are recognised as liabilities and deducted from the equity at the reporting date only where
they were declared prior to and including the reporting date. Dividends are disclosed in the financial

Statements, where they are recommended prior to the reporting date, or recommended or declared
after the reporting date but prior to the date of approval of the financial statements for issuing.
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Subsequent Events

Events occurred after the end of the reporting year, which confirm the existence of certain conditions
as at the date of preparation of the financial statements (adjusting events) are recorded in the
financial statements. The non-adjusting events that occurred after the end of the reporting year are
disclosed in the notes to the financial statements if they are material. :

Disclosures of Related Party Transactions

Related parties include the Shareholder of the Company, the key management personnel, and the
entities, significant percentage of voting shares of which are directly or indirectly owned by the
Shareholder or.the Company's key management personnel, as well as entities controlled by the
Government of the Republic of Kazakhstan (Note 26).

Contingent Liabilities and Contingent Assets

Contingent liabilities are not recognised in the financial statements. Contingent liabilities are disclosed
in notes to the financial statements, except for the cases where an outflow of resources representing
economic benefits is unlikely,

Contingent assets are not recognised in the financial statements. Contingent assets are disclosed in
notes, where there is a sufficient likelihood of obtaining economic benefits associated with such assets.

4. SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGMENTS

Preparation of the financial statements in accordance with the IFRS requires management to use

estimates and assumptions that affect assets and liabilities recorded in the financial statements and

tontingent assets and liabilities disclosed therein as of the date of preparation of the financial

statements, as well as assets, liabilities, income, expenses reported in the financial statements and

contingent assets and liabilities disclosed therein for the reporting period. The most significant
- assumptions are discussed below:

_'Ij'a'xation

assessing tax risks, management treats as potential liabilities the known areas of non-compliance
h-tax laws, which the Company cannot challenge or does not believe that can successfully appeal
2gainst, where the additional taxes will be assessed by tax authorities. Such assessment requires to
ake: significant judgments and can change in response to changes in the tax laws and regulations, or

the expected outcomes from pending tax proceedings and conclusions of compliance inspections
X authorities become clear.,

gement believes that in the course of business, there were no material violations of tax laws.
red Tax Assets

{fé'rred tax assets are recognised for all Provisions and tax losses carried forward to the extent that it
fObal?le that. temporary taxable differences and the commercial nature of such expenses will be
tantiated. Significant Management judgement is required to assess deferred tax assets that can be

Bnised based on the planned rate and time of return, as well as the successful application of tax
planning strategies,

ul Lives of Property, Plant and Equipment and Intangible Assets

Ompany estimates the remaining useful lives of PPE at least once a year at the end of the
l.year. If expectations differ from previous estimates, the changes are accounted for as
n-accounting estimates as specified in IAS 8 Accounting Policies, Changes in Accounting
7,tes and Errors. Those estimates can have a significant effect on the carrying arnounts of PPE and
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intangible assets, and amortisation and depreciation expenses recorded in the statement of
comprehensive income,

§ National Information Technologies JsS¢
§

impairment of Non-financial Assets

Impairment exists, where the carrying amount of an asset or cash-generating unit exceeds its
recoverable amount, which is the greater of the fair value less costs to sell and value in Use.
Determination of the fair value less costs to sell is based on available information on binding
commercial transactions of sale of similar assets or on observable market prices less additional Costs
incurred for the disposal of the asset. The value in use is determined based on the discounted cash

flows model.

The cash flows are taken from the budget for the next five years and do not include restructuring
activities that the Company is not yet committed to or significant future investments that will enhance
the performance of assets of the cash-generating unit being tested for impairment. The recoverable
amount is most sensitive to the discount rate used in the discounted cash flow model, as well as to the
expected cash inflows and growth rates used for extrapolation purposes.

As at 31 December 2016 and 2015, the Company determined that there are not indications of
impairment of non-financial assets.

Development Costs

Development costs are capitalised in accordance with Company’s accounting policies.  Initial
capitalisation of costs is based on management’s judgment that technological and economic feasibility
is confirmed, it is typically made when a development project reaches a certain milestone according to
an established project implementation model. In determining the amounts to be capitalised,
management makes assumptions regarding expected future cash flows from a project, discount rates to
be applied and expected period of benefits. At 31 December 201 6, the carrying amount of capitalised
development costs was 1,200 thousand tenge (2015: 0 tenge) (Note 12).

Provision for Doubtful Debts

The Company recognises provisions for impairment of doubtful accounts receivable. To estimate
doubtful debts, the Company applies judgment based on the analysis of past and anticipated activities
of a debtor. General developments in the economy, industry or environment, where the debtor
operates, may require making adjustments to the provision for impairment of receivables recorded in
the financial statements. More detailed information is presented in Note 9.

Finance Lease

The Company entered into a finance lease agreement as a lessee. The Company has determined that
according to the lease agreement, the ownership right is transferred upon the termination of the
agreement, and the Company accepts substantially all the risks and rewards of ownership, therefore,
the Company applies the accounting treatment established for finance lease agreements to this
agreement.,

Classification of Assets and Liabilities under the E-Learning System Project

As at 31 December 201 5, the Company classified the accounts receivable from the Ministry of Education
and Science of the Republic of Kazakhstan totalling 4,774,712 thousand tenge as short-term, as
manag_ement of the Company expects those accounts receivable to be repaid within the twelve months
following the reporting date. These accounts receivable have been repaid in 2016.

Accqrding to the terms and conditions of the agreements for supply of equipment and provision of
Services, as part of this project, the Company will pay to suppliers and providers as soon as the Ministry
of Education and Science of the Republic of Kazakhstan will repay these accounts receivable. So, the
accounts payable amounting to 4,324,392 thousand tenge are classified as short-term payables.

C.Gprtalisation of Costs of Improvements to Leased Premises
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in 2016, the Company has incurred no costs to improve the leased premises. In 2014, the Company
capitalised the improvement costs of the leased premises amounting to 59,955 thousand tenge.
Improvements involve arrangement of a showroom and alteration of the hall for an open space
standard. The costs are recognised as deferred expenses and amortised over the useful life of
capitalised improvements and the minimum lease duration, whichever is less. Company management
believes that it is highly likely to obtain economic benefits from those assets, and those benefits can
be reliably estimated.

5. CASH AND CASH EQUIVALENTS

As at 31 December 2016 and 31 December 2015, cash and cash equivalents are detailed below:

2016 2015
Cash at current bank accounts 77,632 85,247
Total 77,632 85,247
2016 2015

Cash in terms of currencies:
In Kazakhstani tenge 24,980 25,491
In US dollars 49,569 59,756
In Russian roubles 3,083 -
Total 77,632 85,247

6. BANK DEPOSITS

2016 2015
Deposits at banks 5,529,999 3,410,771
Interest on deposits 12,839 34,633
Total 5,542,838 3,445,404

Bank deposits are denominated in tenge and placed for various terms (more than three months but less
than one year), depending on the needs of the Company in cash. interest at the rate from 11.3% to 15%

PEr annum is accrued on such deposits (in 2015: the weighted average interest rate was 9.1% per
annumy,

Financial income consists of interest on bank deposits.

7. OTHER CURRENT ASSETS

As at 31 December 2016 and 31 December 2015, other short-term assets were as follows:

2018 2015
Others ivable from employees 3,475 913
4,906 4,365
Total 342,005 208,000

A; of 31 December 2016 and 2015, deferred expenses include the current portion of long-term deferred
%thpenses for construction and installation work amounting to 49,951 thousand tenge and 81,825
0usand tenge, respectively.
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8. OTHER CURRENT FINANCIAL ASSETS

performance of contractual and tender obligations
guarantees have been cancelled by the bank due to the

9. TRADE ACCOUNTS RECEIVABLE

Restricted cash at interest-free deposit accounts consi

2016 2015

Restricted cash at deposit accounts, in tenge
98,311 34,570
Guarantees payments 331 32,205
Loans issued to employees B} 549
Others 172 277
Total 98,814 67,601

sts of bank guarantees intended to ensure the
of the Company. In January 2017, the bank
completion of obligation performance.

As at 31 December 2016 and 31 December 201 5, shorf-term trade receivables are detailed below:

other receivables are repaid within 30-120 days.
(2015 - 4,900,613) (Note 26).

below:

2016 - 2015

Trade receivables y 62,080 4,911,925
Provision for doubtful trade receivables (603) (49,880)
Net trade and other receivables 61,477 4,862,045
Minus: current portion of accounts receivable 62,080 4,862,129
Minus: current portion of the pravision for doubtful debts (603) (259)
- 175

As at 31 December 2016 and 2015, interest is not charged on trade and other receivables. Trade and
As at 31 December 2016, trade receivables from related parties amounted to 26,594 thousand tenge

Movements in the provision for doubtful receivables for the year ended 31 December are detailed

2016 2015
Balance of the provisions at the beginning of the period 49,880 50,379
Written-off against the provision account (49,608) (60)
Reversed (120) (501)
Provisions accrued 451 62
Balance of the provisions at the end of the period 603 49,880
Ageing analysis of trade receivables as at 31 December:
Undue Past due, but not impaired

and <30 30-60 60-90 90-120 >120

2 Total not impaired days days days days days
2 0;6 61,477 56,827 2,699 892 575 484
3 4,862,045 85,277 1,349 377 332 4,774,710
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Short-term trade and other receivables in terms of currencies:

2016 2015

In Kazakhstani tenge 61,477 W
In Russian roubles - 12,369
Total . 61,477 4,862,045

10. INVENTORIES
As at 31 December 2016 2015

Fuel 28,064 30,872
Raw materials 24,560 23,183
Spare parts 22,999 22,542
Advertising materials 3,979 4,176
Other materials 8,400 10,734
90,002 91,507
Provision for slow-moving inventories (31,615) (26,550)
58,387 64,957

Movements in the provision for slow-moving inventories for the year ended 31 December are detajled
below:

2016 2015

Balance of the provisions at the begir‘ifning of the period 26,550 11,638
Accrued for the year 9,927 15,677
Written-off {4,862) (765)
Recovered - -
Balance of the provisions at the end of the period 31,615 26,550

11, DEFERRED EXPENSES

2016 2015
Costs of Construction and installation work on the leased
Premises 131,776 213,602
Receipts ; .
Amortisation (Note 21) (81,825) (81,826}
Current portion of deferred expenses (Note 7) (49,951) (81,824)
- 49,952
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12. INTANGIBLE ASSETS

Changes in intangible assets for 2016 and 2015 are detailed below:

Development Software
costs Licenses Total
Original value -
At 31 December 2014 26,720 213,867 815,947 W
Receipts - 2,204 4,976 7,180
Disposed {(26,720) - - (26,720)
Other adjustments (2,415) (197) (2,612)
At 31 December 2015 - 213,656 820,726 1,034,382
Receipts 1,200 - 241,514 242,714
Upgrading of intangible assets - 34,767 34,767
Reclassification (21,996) 21,996 -
Disposed - (13,615) (110,022) (123,637)
At 31 December 2016 1,200 178,045 1,008,981 1,188,226
Accumulated amortisation and
impairment losses :
At 31 December 2014 - 93,201 337,316 430,517
Accrued for the year - 37,591 156,128 193,719
Other adjustments - (2,534) (208) (2,742)
At 31 December 2015 - 128,258 493,236 621,494
Accrued for the year - 38,296 176,485 214,781
Reclassification {(4,686) 4,686 -
Disposed - (13,615) (109,983) (123,598)
At 31 Decemper 2016 - 148,253 564,424 712,677
Carrying amounts -
At 31 December 2014 26,720 120,666 478,631 626,017
At 31 December 2015 - 85,398 327,490 412,388
At 31 December 2016 1,200 29,792 444,557 475,549
In 2015, the Company wrote-off the development costs of the project of the Backup Platform of
lectronic Government amounting to 26,720 thousand tenge due to the suspension of the project
implementation,

{Kazakhstan; tenge thousand)
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As at 31 December 2016, the carrying amount of PPE used by the Company under the finance lease
agreement was 102,301 thousand tenge (2015 - 132,666 thousand tenge).

As of 31 December 201 6, the original value of fully amortised PPE that are still in service amounted to
163,477 thousand tenge (2015: 166,478 thousand tenge).

14, TRADE ACCOUNTS PAYABLE

Short-term trade payables, as at 31 December 2016 and 31 December 201 5, are detailed below:

2016 2015
Accounts payable to external parties 1,131,278 4,448,138
Payables to related parties 88,405 566,813
Total 1,219,683 5,014,951

As at 31 December 2016 and 2015, the accounts payable are interest-free and typically repaid within
30-360 days.

Payables to suppliers for goods and services in terms of the currencies

2016 2015
In Kazakhstani tenge ' 1,211,560 4,892,283
US dollar - 115,123
Russian rouble 8,123 7,545
Total ' 1,219,683 5,014,951

As of 31 December 2016, the largest portions of the accounts payable to suppliers and contractors
account for the following ones:

~ HIBRAIN LLP in the amount of 351,074 thousand tenge for the services of support to the
Integrated Information System for Public Service Centres;

— Bee Software LLP in the amount of 179,324 thousand tenge for the services of support to the
portal of the Electronic Government Gateway;

= IT integra LLP in the amount of 138,292 thousand tenge for the data storage system HPE 3PAR
StoreServ 8400 4N FId Int Base.

As of 31 December 2015, accounts payable amounting to 4,324,392 thousand tenge include the
Payabies to Logycom JSC, Bilim Media Group LLP, Kazakhtelecom J5C and other suppliers for the
Services purchased as part of the E-learning System project for the Ministry of Education and Science.
ACCOrding to the contracts with those suppliers, the Company repays its accounts payable as soon as
Public funds are allocated to repay the Company's accounts receivable,

15. FINANCE LEASE LIABILITIES

In 2013, the Company entered into a lease agreement of server equipment. According to the
fontractual terms and conditions, ownership of the leased assets is transferred to the Company upon
“Completion of the lease term. The effective interest rate under the finance lease agreement is 7% per
-annum, Upon initial recognition, the finance lease liabilities amounted to 297,211 thousand tenge. In

» the Company repaid 37,151 thousand tenge of its finance lease liabilities (in 2015: 37,151
Ousangd tenge).

~ -~




For the Year Ended 31 December 2014
(Kazakhstan; tenge thousand)

The amount of future minimum lease payments and their discounted value are as follows:

2016 2015
Discounted Discounted -
Min Mini
e e e
of minimum of minimum
payments lease Payments lease
payments pPayments
Within one year 38,836 37,151 42,353 40,521
From one to five years - 39,752 37,151
Accrued liabilities in respect
of employees
Minus:
Finance expenses {1,685) (4,432)

Present value of minimum
lease payments 37,151 37,151 77,673 77,672
Minus amounts to be repaid

within 12 months - (37,151) - {40,521) 1
Amounts to be repaid after i
12 months . 37,151 i

16. ACCOUNTS PAYABLE TO EMPLOYEES

As at 31 December 2016 and 31 Decei‘hber 2015, other short-term liabilities were as follows:

2016 2015 g
Salaries payable 1,273 530 it
Provision for unused leaves, bonuses and related taxes 225,215 238,964 f
Total 226,488 239,494

17. OTHER CURRENT LIABILITIES

As at 31 December 2016 and 31 December 2015, other short-term liabilities in tenge were as follows:

2016 2015
Liabilities for pension contributions 40,726 31,004
Provisions for taxes 18,817 18,817
Individual income tax - 15,393
Liabilities for social insurance 13,342 10,681
Social Tax - -
Other 28,689 9,988
Totat 101,574 85,883

18, DEFERRED TAX LIABILITY

Tenge thousang 2016 Change 2015 Change 2014

Deferreq income tax asset
E. "'CCrued labilities in respect
of employees 45,043 (2,750) 47,793 12,785 35,008
oo ey (.781) 15,322 2,550 12,772
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Tenge thousand 2016 Change 2015 Change 2014

Minus:

Deferred tax assets set off

against deferred tax liabilities (56,584) (63,115) (47,780)
- {6,531) - 15,335

Deferred income tax

liabilities

Property, Plant and

Equipment (298,506) (25,647) (272,859) (74,223) (198,636)
Minus: deferred tax assets set

off against deferred tax

liabilities 56,584 63,115 (47,780)
: (241,922) (25,647) (209,744) (74,223) (150,856)
Net deferred tax liabilities (241,922) 32,178 (209,744) (58,888) (150,856)

Movements in net deferred tax liability are detailed below:

2016 2015
Balance at the beginning of the period 209,744 150,856
Business combination
Statement of profit and loss (recognised asset/ {liability}) 32,178 58,888
Balance at the end of the period 241,922 209,744
s
19, EQUITY

Total number of announced, issued and outstanding common shares is as follows:

Tenge thousand Number of issued shares Number of paid Authortt.sed

shares capital
At 31 December 2016 5,082,491 5,082,490 5,082,490
At 31 December 2015 5,082,491 5,082,490 5,082,490

As of 31 December 2016 and 2015, all announced common shares had a par value of 1,000 tenge.

Capital reserves are a portion of retained earnings which is not subject to distribution to the
Shareholder.

Dividends

In 2016, as per the decisions of the Shareholder, the Company has announced dividends for 2015 to be
distributed in the amount of 118,05 tenge per one share totalling 600,000 thousand tenge, and fully
Paid them (in 2015: 118.05 tenge per one share totalling 600,000 thousand tenge).

20. INCOME FROM THE SALE OF GOODS AND SERVICES

2016 2015
Monitoring of projects of the Communication and
Informatisation Committee of the Ministry of
Investment and Development of the Republic of
Kazakhstan 5,378,977 4,809,082
T’3C_hnical Support for computer software and support
for information systems 2,657,401 4,224,760
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System and technical services provided to the State
Revenue Committee and the Ministry of Education and

Science of the Republic of Kazakhstan 1,192,384 1,498,970
Others 354,669 -
Total 9,583,431 10,532,812

The Company gains income from the sale of goods and provision of services mainly from customers and

purchasers, which are public authorities of the Republic of Kazakhstan.

21. COST OF GOODS AND SERVICES SOLD

2016 2015
Payroll costs and related taxes 3,436,808 3,441,099
Maintenance services 1,415,515 2,424,551
Depreciation and amortisation 936,084 879,256
Lease expenses 262,281 269,757
Utilities 232,693 250,891
Lease of licensed software 194,481 217,596
Communication services 95,854 211,196
Expenses for the provision for unused leaves, bonuses
and related taxes 159,060 183,784
Materials 58,807 101,240
Business travel expenses 85,914 96,693
Amortisation of deferred expenses (Note 11) 81,825 81,826
Staff training / 23,722 27,876
Advisory and information services - 5,898 23,390
Other expenses _ 371,458 430,544
Total ‘ 7,360,400 8,639,699

22, SELLING EXPENSES

2016 2015
Materials - 13,979
Advertising costs 13,787 10,220
Total 13,787 24,199

23, ADMINISTRATIVE EXPENSES

2016 2015
Payroll costs and related taxes 436,557 475,912
Fines, penalties, interests 153 45,162
Expenses for the provision for unused leaves, bonuses
and related taxes 28,883 24,665
Lease expenses 24,366 23,679
Costs of social events 10,659 18,320
Sponsorship 1,920 16,754
Banking services 10,992 16,365
Expenses for the provision for doubtful receivables,
slow-moving inventories and impairment of advances
paid 5,396 14,912
Utilities 13,269 12,261
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2016 2015
Business travel expenses 3,967 9,810
Expenses for audit and advisory services 8,900 9,018
Depreciation and amortisation 14,975 9,000
Materials 7,499 8,854
Hospitality costs 4,506 8,672 -
Taxes other than income tax 1,157 7,354
Staff training 2,082 4,730
Transportation costs 2,213 1,953
Telecommunication costs 1,343 1,100
Other expenses 37,486 33,288
Total 616,323 741,809

24, OTHER INCOME

2016 2015
Realisation of inventories and provision of other
services 3,807 5,369
Income from disposal of fixed assets - 7,031
Fines, penalties, interests 2,326 4,557
Others 2,807 239
Total , 8,940 , 17,196

25. INCOME TAX EXPENSE

2016 2015
Current tax expense for the reporting period 378,039 236,893
Deferred tax expense/ (benefits) 32,178 - 58,888
Adjustment to the current income tax of prior periods 0 176
Income tax expense 410,217 295,957

The amounts of taxes are calculated in accordance with the current applicable tax rates of the
Republic of Kazakhstan. Since the Company is registered in the Republic of Kazakhstan, in 2016 the
income tax rate was 20% (in 2015: 20%).

Below is a reconciliation of corporate income tax expense levied from the pre-tax income:

2016 2015
Profit before tax 1,957,568 1,358,892
Statutory tax rate, % 20 20
Estimated income tax at a statutory rate 391,514 271,778
Changes in unrecognised deferred tax assets
Sponsorship
Share in the loss/(profit} of an associated company
Tax effect of non-deductible expenses/ {income}
Other non-deductible expenses 18,703 24,179
Total income tax expense 410,217 295,957
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26. RELATED PARTY DISCLOSURES

Related parties include the key management personnel of the Company, entities that are under the
control, joint control or significant influence, or entities significant percentage of voting shares of
which are directly or indirectly owned by the key management personnel of the Company, the
Shareholder, as well as entities controlled by the Government of the Republic of Kazakhstan. Related
party transactions were carried out on the terms and conditions agreed by parties, and those terms and
conditions were not always based on market rates, except for certain regulated services that were
provided based on rates offered to related and third parties.

The following table presents the total amount of the other transactions with related parties which
were carried out in 2016 and 2015, and the respective balances as at 31 December 2016 and 2015:

Other
Entities entities
that are under and institutions
Tenge thousand Shareholde common controlled by
nge u r control The Government
of the of the
Shareholder Republic of
Kazakhstan
Income from related parties 2016 23,573 7,247,991
P 2015 32,533 3,871 8,150,408
: . 2016 63,766 191,783
Purchased from related parties 2015 ) 63.253 , 138,422
. 2016 26,402 192
Trade and other receivables 2015 36,437 7,510 4,856,666
2016 18,394 70,011
Accounts Payable 2015 : 49,051 . 517,762
Shareholder
Income

In 2016, transactions with the Shareholder consist mainly of the IT-outsourcing services; Transactions
with entities and institutions controlled by the Government of the Republic of Kazakhstan consist of
the services of monitoring of projects of the Communications, Informatisation and Information
Committee of the Ministry of Investments and Development of the Republic of Kazakhstan in the
implementation of state programs of creation of state databases , creation of information
infrastructure for public authorities and ensuring the functioning of inter-agency information systems in
the context of creation and maintenance of electronic government, software named Unified System of
Electronic Document Flow for Public Authorities in the total amount of 5,378,977 thousand tenge ( in
2015: 4,809,082 thousand tenge), support services for computer software and maintenance of
information systems to the Ministry of Justice of Kazakhstan, Ministry of Finance of Kazakhstan, the
Treasury Committee of Kazakhstan in the total amount of 1,063,974 thousand tenge (in 2015:
1,674,273 thousand tenge)} and services provided to the Tax Committee in the amount of 748,361
thousand tenge (in 2015: 1,407,688 thousand tenge).

Purchases

In 2016, acquisitions included mainly: premises lease services from the Directorate of Administrative
Buildings of the PA and GRK RSE on the right of economic use amounting to 113,503 thousand tenge (in
2015: 95,727 thousand tenge); services of office lease from the Department of State Property and
Privatisation of Astana amounting to 174,858 thousand tenge.
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Accounts Payable

As at 31 December 2016, the major portion of the accounts payable is represented by the accounts
payable to Kazakhtelecom JSC for the communication services in the amount of 69,515 thousand tenge
{in 2015: 516,626 thousand tenge).

Compensation to the Key Management Personnel

As at 31 December 2016, key management personnel of the Company included 7 persons {in 2015: 6 -

persons), Total compensation to the key management personnel included in general and
administrative expenses in the accompanying statement of comprehensive income amounts to 79,231
thousand tenge for the year ended 31 December 2016 (in 2015: 71,610 thousand tenge).
Compensation paid to the key management personnel consists of costs of salaries established by
individual employment agreements, and other short-term benefits.

27. OBJECTIVES AND POLICIES FOR FINANCIAL RISK MANAGEMENT

The main financial instruments of the Company include cash, short-term bank deposits, accounts
receivable and accounts payable, and finance lease liabilities. The main risk arising from financial
instruments of the Company is credit risk, The Company also controls liquidity risk arising from its
financial instruments.

Credit risk is the risk of financial loss to one party to a financial instrument resulting from the other
party’s failure to perform its obligation. The Company is exposed to credit risk arising from its
operating activities, and certain types of investment activities. With respect to investment activities,
the Company places bank deposits mainly in Kazakhstan banks (Notes 13 and 74). Management of the
Company regularly reviews the credit ratings of those banks with a view to eliminating extraordinary
credit risks. Management of the Company believes that the recent international credit crisis and
subsequent changes in credit ratings of local banks cannot justify extraordinary credit risk. So, no
impairment provision is needed for bank deposits. The following table presents the detailed
information on bank deposits, cash at bank accounts as at the reporting date, and rating of the banks
from authorised credit agencies:

Location Ratings Amount
Bank name
2016 2015 2016 2015

Bank of Astana JSC Kazakhstan B/stable B/stable 800,000
Tsesna Bank JSC Kazakhstan B+/stable B+/stable 1,610,844 106,259
Bank Kassa Nova JSC Kazakhstan B/negative B/negative 883,653
Bank CenterCredit JSC Kazakhstan B+/stable B+/stable 105,449
Halyk Bank JSC Kazakhstan BB+/negative BB+/negative 13 3
Qazaq Banki JSC Kazakhstan B-/stable 1,119,999
RBK Bank JSC Kazakhstan B-/positive B-/positive 1,300,532 701,065
AsiaCredit Bank JSC Kazakhstan B/stable B/stable 800,000
SB Alfa-Bank JSC Kazakhstan B+/negative B+/negative 50,000
Kazkommertsbank JSC Kazakhstan B/stable B/stable 1,589,083 84,222

5,620,471 3,530,651
Liquidity Risk

Liquidity risk is the risk that the Company will face difficulties in raising funds to settle its financial
liabilities. Liquidity risk can arise from the inability to immediately sell a financial asset at a price
close to its fair value. Liquidity requirements are regularly monitored, and management monitors the
availability of sufficient funds to settle Company’s liabilities as they arise. The Company controls the
risk of cash deficit through the use of current liquidity planning tool. The Company's goal is to keep a
balance between continuity of funding and flexibility through matching payments of accounts payable
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for the services purchased as part of a particular project to the receipts from clients under that
project.

The following table presents a summary of the contractual undiscounted payments for the financial
liabilities of the Company in terms of maturities of these liabilities, as at 31 December 2016 and 31
December 2015:

Over 3
months Over 1
Oncall Less than 3 than 12 than 5 Over 5
Tenge thousand months . months years years Total
12
At 31 December 2016
Finance lease liability 38,836 38,836
Accounts Payable 1,219,683 1,219,683
1,219,683 38,836 1,258,519
At 31 December 2015
Finance lease liability - 40,521 41,584 - 82,105
Accounts Payable - 5,014,951 5,014,951
- 5,014,951 40,521 41,584 s 5,097,056

Fair Value of Financial Assets

The fair values of all financial assets and liabilities approximate their carrying amounts, as at 31
December 2016 and 2015,

Capital Management

The top-priority objective of Company’s capital management is to support its business strategy and to
increase the value of shares. Company’s capital management depends heavily on Shareholder’s
strategy for capital management. Key decisions regarding management of the capital are made with
the consent of the Shareholder. To maintain or change the capital structure, the Shareholder may
change dividends distribution, or make a contribution to the capital of the Company. As at 31
December 2016 and 2015, the Company has no borrowings.

28, CONTRACTUAL OBLIGATIONS AND CONTINGENT LIABILITIES

Taxation

Kazakhstan's tax laws and regulations are subject to ongoing changes and varying interpretations.
There are frequent cases of divergence of opinions between local, regional and national tax
authorities. In accordance with Kazakhstan laws, the current system of fines and penalties for tax
offences identified is quite severe. Punitive sanctions include fines, typically at the rate of 50% of the
additionally assessed taxes, and a penalty at a refinancing rate established by the National Bank of
Kazakhstan multiplied by 2.5. As a result, the amount of penalties and fines can several times exceed
the amount of taxes additionally assessed. Financial periods are open for tax inspection by tax
authorities for a period of five calendar years preceding the year, which is audited. Under certain
circumstances, tax inspections may cover longer periods. Due to the uncertainty of Kazakhstan tax
system, the potential amount of taxes, penalties and fines, if any, may exceed the amount expensed
currently and accrued as at 31 December 2016. Management believes that as at 31 December 2016, its
interpretation of the applicable laws is appropriate and it is probable that the Company's positions with
respect to taxes will be confirmed.
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Legal Proceedings

In the ordinary course of business, the Company is subject to various lawsuits and claims. Management
believes that the ultimate Uability, if any, associated with such lawsuits or claims will not have a
significant adverse impact on either the Company's current financial position or future performance of
the Company.

Insurance Matters

Insurance industry in Kazakhstan is in its development stage; many forms of insurance that are widely
used in other countries are not yet available in Kazakhstan. The Company has no full insurance
coverage in respect of its production facilities, losses caused by business interruptions, and third party
liability for damages to property or the environment resulting from accidents at the Company’s
facilities or from operations of the Company. As long as the Company has no adequate insurance
coverage, there is a risk that the loss or damage of certain assets could have a material adverse effect
on the operations and financial position of the Company.

Retirement Benefits of Employees

The Company does not have any pension plans, other than the public pension program of the Republic
of Kazakhstan; the latter requires employers to withhold certain amounts calculated as a percentage of
the current gross salaries. Such withholding is charged to expenses in a period they occur.

29, SUBSEQUENT EVENTS

As per the Resolution No. 696 of the Government of the Republic of Kazakhstan dated 11 November
2016, it has been decided to reorganise National Information Technologies Joint-Stock Company
through merging with National Company Kazsatnet Joint-Stock Company.

Based on the above Resolution, The Company has approved an Integrated Action Plan of entering into
revenue-generating and expenses-incurring agreements and merging of Kazsatnet JSC to the Company.

The Plan provides for measures to increase the number of authorized shares of the Company and
amend the prospectus of share issue to the extent permitted by the laws of the Republic of Kazakhstan
on the securities market.

On 18 March 2017, the National Bank of the Republic of Kazakhstan carried out state registration of
issue of authorised shares of the Company. The issue is divided into 9,987,362 common shares.
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