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[bookmark: _Toc278120847][bookmark: _Toc168502001]CHAPTER 1. GENERAL PROVISIONS
[bookmark: _Toc278120848][bookmark: _Toc168502002]Section 1: Presentation of Financial Statements (IAS 1)
These accounting policies set out the presentation of the Bank's financial statements in accordance with IAS 1 Presentation of Financial Statements and the Conceptual Framework for the Preparation of Financial Statements.
1. This Accounting Policy determines the principles, bases, provisions, rules and practices accepted for application in JSC "Otbasy Bank" (hereinafter - the Bank) for accounting and preparation of financial statements, including preparation of comparative information for previous reporting periods and is developed in accordance with:
· Legislation of the Republic of Kazakhstan "On Accounting and Financial Reporting";
· Corporate accounting policy of Baiterek National Management Holding Company (hereinafter - the PMC);
· Standard Chart of Accounts of accounting in second-tier banks, mortgage organizations and joint-stock company "Development Bank of Kazakhstan";
· International Financial Reporting Standards. 
2. The financial statements are prepared on the basis of transactions performed by the Bank and its branches in the subsidiary accounting records of the general ledger.
3. Detailed accounting of operations performed by the Bank shall be regulated by internal documents of the Bank approved by the authorized body of the Bank.
4. The Accounting Policy of the Bank shall be adopted for an unlimited period of time. The Accounting Policy shall be revised by making amendments and additions thereto approved by the Board of Directors of the Bank. 
5. In case of changes in the current legislative base of the Republic of Kazakhstan in the part concerning accounting issues or recommendations of the National Bank on new accounting procedure for certain banking operations, the Bank shall be guided by the current legislation or recommendations of the National Bank of the Republic of Kazakhstan. 
[bookmark: _Toc270435398][bookmark: _Toc273020245][bookmark: _Toc278120849][bookmark: _Toc168502003]1.1 Basic Principles
The conceptual framework for the preparation and presentation of financial statements is based on the only principle underlying financial statements - the going concern basis. The conceptual framework assumes that the financial statements are prepared on the basis that the entity is a going concern and will continue in operation for the foreseeable future. Consequently, it is assumed that the Bank does not intend to and does not need to liquidate or significantly curtail its operations. The financial statements of the Bank will be prepared on a different basis if such an intention or need exists and the basis applied will be disclosed. On a going concern basis, management considers all available information for the foreseeable future covering twelve months from the reporting date, but is not limited to that period.
Accrual-based accounting
The Bank's financial statements are maintained on the accrual basis of accounting, except for the statement of cash flows. Under this principle, the results of transactions and other events are recognized as they occur, rather than when cash or cash equivalents are received or paid. They are recognized in the accounting records and presented in the financial statements of the periods to which they relate.
[bookmark: _Toc278120850][bookmark: _Toc168502004][bookmark: _Toc270435399][bookmark: _Toc273020246]1.2 Definitions
Reporting currency is the currency used in presenting the financial statements.
Functional currency is the currency of the economic environment in which the Bank primarily operates. 
Cash - Cash includes cash on hand, current accounts and demand deposits with banks.
Cash equivalent - short-term, highly liquid investments that are readily convertible to known amounts of cash and which are subject to an insignificant risk of changes in value, with original maturities of less than three months.
Cash flows - receipts and payments of cash and cash equivalents.
Operating activities are the Bank's principal revenue-generating activities and other activities that are distinct from financing activities.
Financing activities are activities that result in changes in the amount and composition of the Bank's capital and borrowings.
[bookmark: _Toc278120851][bookmark: _Toc168502005]1.3 Qualitative characteristics of financial statements
Key qualitative characteristics of financial statements
Qualitative characteristics of financial statements are attributes that make the information presented in the financial statements useful to users. The main qualitative characteristics are relevance and fair presentation.
The most productive and efficient process for applying fundamental quality characteristics is usually as follows (subject to the influence of quality improvement characteristics and cost constraints:
· first, an economic phenomenon that is potentially useful to users of the Bank's financial information as a reporting entity should be identified;
· Second, the type of information on the phenomenon that will be most relevant, if it is available and can be reliably provided, should be identified;
· Third, it should be determined whether such information is available and can be reliably provided. If it is, the process of meeting the fundamental quality characteristics ends at this stage.  If not, the process is repeated by considering the next most relevant type of information.
Separately, the concepts of capital and capital maintenance are highlighted below.
The fundamental characteristics of financial information are - relevance and fair presentation.
Relevance. To be useful, information must be relevant to users making decisions. Information is relevant when it influences users' economic decisions by helping them to evaluate past, present and future events and to confirm or correct their past estimates.
Relevant financial information can influence decisions made by users.  Information can influence decision-making even if some users choose not to use it or are already aware of it from other sources.
The appropriateness of information is influenced by its:
· character, sometimes the character itself predetermines its significance;
· materiality.
Information is considered material if its omission or misstatement could affect the decisions users make on the basis of the financial statements in relation to a particular reporting entity. In other words, materiality is an aspect of significance specific to the Bank and each individual subsidiary based on the nature or size, or both, of the items to which the information relates in the context of the Bank's financial statements.
[bookmark: OLE_LINK25][bookmark: OLE_LINK26]Reliable representation . To be reliable, the information must fairly present the transactions and other events that have occurred or are expected to occur in the future. Thus, for example, a statement of financial position must present fairly the transactions and other events that resulted in assets, liabilities and equity at the reporting date that meet the recognition criteria.
There may be a risk of misreporting. This does not mean deliberate misreporting, but rather the result of difficulties encountered either in identifying transactions and other events to measure or in developing and applying methods of measurement and presentation. 
In certain cases, the measurement of the financial impact of transactions and other events may be so uncertain that the Bank as a whole does not recognize them in its financial statements. 
For a perfectly valid representation, a description must have three characteristics.  It must be error-free, neutral and complete.
There may be a risk of misreporting. This does not mean intentional misstatement, but rather the result of difficulties encountered either in identifying transactions and other events for measurement or in developing and applying measurement and presentation techniques. In certain cases, the measurement of the financial impact of transactions and other events may be so uncertain that the Bank as a whole does not recognize them in its financial statements.
For a perfectly valid representation, a description must have three characteristics.  It must be error-free, neutral and complete.
Infallibility. A reliable representation does not mean accurate in all respects.  Accuracy means that there are no errors or omissions in the description of phenomena, and that the process used to produce the reported information is selected and applied without error.  In this context, "error-free" does not mean perfectly accurate in all respects.  For example, an estimate of an unobservable price or value in the market cannot be determined to be accurate or imprecise.  However, the presentation of such an estimate will be reliable if the amount is clearly and accurately stated as an estimate, the nature and limitations of the estimation process are explained, and no errors are made in the selection and application of the appropriate estimation development process.
Neutrality. A neutral description is objective in selecting or presenting financial information.  A neutral description is not one-sided and narrow, laden, diminished or manipulated to increase the likelihood that users' perceptions of financial information will be favorable or unfavorable.  Neutral information does not mean purposeless information that has no influence on behavior.  On the contrary, meaningful financial information is, by definition, capable of influencing users' decisions.
Completeness. A complete description includes all information necessary for the user to understand the phenomena being described, including all necessary descriptions and explanations.  For example, a complete description of a group of assets should include, at a minimum, a description of the nature of the assets of the group, a numerical description of all assets of the group, and a description of what the numerical description represents (e.g., historical cost, adjusted cost, or fair value).  For some items, a complete description may also involve an explanation of the material facts about the quality and nature of the items, the factors and circumstances that may affect their quality and nature, and the process used to determine the numerical description.
Understandability, comparability, timeliness, and reconcilability are quality characteristics that reinforce the usefulness of meaningful and credibly presented information.
Comprehensibility. Information in the financial statements should be understandable and accessible to users. Users must have sufficient knowledge of business and economic activities and accounting. Users must be able to answer complex questions correctly in order to make good economic decisions, and these questions cannot be excluded simply because they may be too complex for certain users to understand.
Comparability. Comparability is a qualitative characteristic that allows users to identify and understand the similarities and differences between articles.  Unlike other qualitative characteristics, comparability is not associated with a single article.  Comparability requires at least two articles.
Consistency, while related to comparability, is different.  Consistency refers to the application of similar methods to similar items from period to period within a reporting entity, or in a separate period across entities.  Comparability is the objective; consistency helps to achieve that objective. 
Comparability is not homogeneity.  For information to be comparable, similar things must look the same and different things must look different.  Comparability of financial information is not improved by increasing the comparability of different things or by decreasing the comparability of similar things.
Some degree of comparability is likely to be achieved through consistency with fundamental qualitative characteristics.  A fair presentation of relevant economic phenomena should contain some degree of comparability with a fair presentation of similar economic phenomena of another reporting entity.
Although the same economic phenomenon can be reliably represented in different ways, allowing alternative methods of accounting for the same economic phenomenon reduces comparability.
Users of financial statements should be able to compare:
· financial statements of one company for different periods in order to identify trends in its financial position and performance;
· financial statements of different companies in order to assess their relative financial position, performance and changes in financial position.
An important prerequisite for comparability as a qualitative characteristic is that users are made aware of the accounting policy choices that have been made in the preparation of the financial statements, any changes to those policies and the effects of those changes.
Accounting is ineffective if the policies adopted do not provide quality attributes such as relevance and reliable presentation, and it is inappropriate to leave an accounting policy unchanged when a more appropriate and reliable alternative is available.
As users are required to be able to compare the Bank's financial position, results of operations and changes in financial position over time, it is important that the financial statements include relevant information for prior periods.
Timeliness. Timeliness means providing timely information to decision makers that can influence those decisions. Generally, the older the information is, the less useful it is.  However, some information may remain timely long after the end of the reporting period because, for example, some users will need to identify and evaluate trends.
Reconcilability. Reconcilability helps assure users that the information faithfully represents the economic phenomena it is intended to represent. Reconcilability means that different knowledgeable and independent observers can reach consensus, although not necessarily complete agreement, that a particular description is a faithful representation.  For quantitative information to be reconcilable, it does not necessarily have to be a single estimate.  A range of possible sums and associated probabilities may also be reconcilable.
Reconciliation may be direct or indirect.  Direct reconciliation means reconciling an amount or other representation by direct observation, such as a cash count.  Indirect reconciliation means checking the inputs to a model, formula, or other methods and recalculating the results using the same methodology.
Concepts of capital and capital maintenance
In preparing the financial statements, the Bank uses the concept of financial capital. In this concept, financial capital is synonymous with the Bank's net assets (or equity). Physical capital (i.e. its operating capacity) is considered as the productive capacity, the Bank's production capacity, which is determined by the volume of output or with the volume of transactions performed. 
In selecting an appropriate concept of capital, the Bank focuses on the needs of users. The concept of financial capital is used if users are primarily concerned with maintaining nominal invested capital or the purchasing power of invested capital. If users are more concerned about the Bank's operational capacity, then the concept of physical capital should be used. The choice of concept reflects the objective to be achieved in determining profit, notwithstanding certain difficulties in calculating individual measures resulting from the application of a particular concept.
Maintenance of financial capital. According to this concept, profit occurs only when the financial (monetary) value of net assets at the end of the reporting period exceeds the same value at the beginning of the reporting period (excluding contributions of owners or payments to them during the reporting period). Maintenance of financial capital can be measured either in nominal monetary units or in units of constant purchasing power. 
Maintenance of physical capital. Under this concept, profit is considered to be earned only when the Bank's productive capacity (operating capacity) at the end of the reporting period exceeds the same amount at the beginning of the reporting period (excluding contributions from or distributions to owners during the reporting period). 
Offsetting
Financial assets and liabilities are offset and the net amount reported in the statement of financial position only when there is a legally enforceable right to offset the recognized amounts and there is an intention to either settle on a net basis, or to realize the asset and settle the liability simultaneously.
Income and expense items should be offset in the following cases:
· a specific IFRS requires or permits it; or
· gains, losses and related expenses arising from the same or similar transactions and events are not material. 
It is important that both assets and liabilities, income and expenses are presented separately when they are material. Offsetting, unless it reflects the substance of the transaction or event, reduces the ability of users to understand the transactions that have occurred and to estimate the Bank's future cash flows. Reporting assets net of valuation allowances does not constitute offsetting.
As a general rule, material items of assets and liabilities should not be offset and should be presented gross in the statement of financial position.
[bookmark: _Toc270435400][bookmark: _Toc273020247][bookmark: _Toc278120852][bookmark: _Toc168502006]1.4 Components of financial statements
The Bank prepares and analyzes financial statements, the complete set of which includes:
· statement of financial position;
· statement of profit or loss and other comprehensive income;
· cash flow statement; 
· on changes in equity;
· notes, consisting of a summary of significant accounting policies and other explanatory information.
The presentation of elements of financial statements in the statement of financial position and statement of comprehensive income provides for the creation of classes (items) based on the nature and function of the elements. In deciding how to allocate classes within the elements of financial statements, the principle of materiality should be applied - all material items of assets, liabilities, equity, income and expenses should be presented separately. 
Financial statements in accordance with International Financial Reporting Standards (hereinafter IFRS) should be presented at least once a financial year. The Bank's financial year is a calendar year beginning on January 1 and ending on December 31. Presentation of the Bank's financial statements implies disclosure of comparative information as at two reporting dates or for two reporting periods.
When restating comparatives due to a change in accounting policy, retrospective correction of errors or reclassification of items in the statement of financial position, a statement of financial position as at the beginning of the preceding period is required to be presented if the retrospective change in accounting policy, correction of errors or reclassification of items has a material effect on the statement of financial position as at the beginning of the preceding period (refer to Example 1 and 2 Changes in Accounting Policies). Notes to the opening balances of the prior period are not presented.
Statement of financial position
The statement of financial position characterizes the financial position of the Bank at a particular point in time. 
The Bank presents items in the statement of financial position (assets and liabilities) based on the nature and liquidity of the assets. The statement of financial position may at least include items representing the following amounts:
· trading securities as described in Section 3 "Financial assets and liabilities (IAS 32, IFRS 9, IFRS 7)" of Chapter 2;
· other securities at fair value through profit or loss as described in section 3 "Financial assets and liabilities (IAS 32, IFRS 9, IFRS 7)" of chapter 2;
· due from other banks, as described in section 3 "Financial assets and liabilities (IAS 32, IFRS 9, IFRS 7)" of chapter 2;
· loans and advances to customers as described in section 3 "Financial assets and liabilities (IAS 32, IFRS 9, IFRS 7)" of chapter 2;
· available-for-sale securities as described in section 3 "Financial assets and liabilities (IAS 32, IFRS 9, IFRS 7)" of chapter 2;
· held-to-maturity securities as described in Section 5 "Cash and Cash Equivalents (IAS 7)" of Chapter 2;
· cash and cash equivalents as described in section 5 "Cash and cash equivalents (IAS 7)" of chapter 2; 
· intangible assets as described in section 2 "Intangible Assets (IAS 38)" of chapter 2; 
· property, plant and equipment as described in section 1, Property, plant and equipment (IAS 16) of chapter 2;
· other assets (accounts receivable, prepayments and advances paid, inventories and other assets);
· other liabilities (accounts payable and other payables, other reserves);
· current and deferred income tax liabilities and assets as described in section 13 "Taxes (IAS 12)" of chapter 2;
· liabilities included in assets of disposal groups classified as held for sale as described in section 6 Non-current Assets Held for Sale and Discontinued Operations (IFRS 5) of Chapter 2;
· equity capital
Regardless of which presentation method is adopted, the Bank shall disclose the amounts expected to be settled or recovered more than twelve months after the end of the reporting period for each item of assets and liabilities that combines amounts expected to be settled or recovered (a) within twelve months after the end of the reporting period and (b) more than twelve months after the end of the reporting period.
The Bank's operating cycle means the period of time between the acquisition of assets for operating activities and the time they are exchanged for cash or cash equivalents. When an entity's normal operating cycle is not defined, it is assumed to be twelve months. 
Statement of profit or loss and other comprehensive income
The statement of profit or loss and other comprehensive income shows the results of the Bank's operations for a particular period.
In the statement of profit or loss and other comprehensive income, the Bank classifies income and expenses according to their nature:
· interest income as described in Section 9 Revenue from Contracts with Customers (IFRS 15) of Chapter 2
· interest expense as described in Section 10, "Expenses," of Chapter 2;
· commission income, as described in section 9 Revenue from contracts with customers (IFRS 15) in Chapter 2;
· commission expenses as described in Section 10, "Expenses," of Chapter 2;
· gains less losses from trading securities as described in section 3 "Financial assets and liabilities (IAS 32, IFRS 9, IFRS 7)" of chapter 2;
· gains less losses arising from foreign currency transactions as described in Section 1 "The Effects of Changes in Foreign Exchange Rates (IAS 21)" of Chapter 3;
· gains/(losses) arising on initial recognition of assets at above/below market rates, as described in section 3 "Financial assets and liabilities (IAS 32, IFRS 9, IFRS 7)" of chapter 2;
· impairment of available-for-sale investment securities as described in section 3 "Financial assets and liabilities (IAS 32, IFRS 9, IFRS 7)" of chapter 2;
· gains less losses from the sale of available-for-sale investment securities as described in section 3 "Financial assets and liabilities (IAS 32, IFRS 9, IFRS 7)" of chapter 2;
· impairment of held-to-maturity investment securities as described in section 3 "Financial assets and liabilities (IAS 32, IFRS 9, IFRS 7)" of chapter 2;
· provision for credit related commitments as described in section 3 "Financial assets and liabilities (IAS 32, IFRS 9, IFRS 7)" of chapter 2;
· other operating income as described in section 9 Revenue from Contracts with Customers (IFRS 15) in Chapter 2;
· administrative and other operating expenses as described in Chapter 2, Section 10, Expenses;
· income tax expense as described in Section 13 "Taxes (IAS 12)" of Chapter 2.
As the impacts of the Bank's various activities, transactions and other events vary in frequency, profit or loss potential and predictability, disclosure of the components of financial performance assists in understanding the financial results that have been achieved and in predicting future results. Additional line items are included in the statement of profit or loss and the statement of other comprehensive income directly, and the titles and order of line items are changed as necessary to clarify financial performance. Factors to be taken into account include the materiality, nature and purpose of the relevant components of income and expense.
Items that will not be reclassified to profit or loss and items that may be reclassified to profit or loss in subsequent periods are presented separately in other comprehensive income.
In addition, the Bank shall disclose the income tax effect on each component of other comprehensive income in the statement of comprehensive income or in the notes to the financial statements. (Subparagraph "Statement of profit and loss and other comprehensive income" of paragraph 1.4. amended by the decision of the Board of Directors dated 31.10.2019 (Minutes No. 13)
Statement of cash flows
The Bank applies this sub-accounting policy to the preparation of the statement of cash flows and presents it as an integral part of its financial statements for each period in which the financial statements are presented. The statement of cash flows is prepared using the direct method.
Presentation of the statement of cash flows
The statement of cash flows should present cash flows for the period, categorizing them by operating, investing or financing activities.
Presentation of cash flows from operating activities
The Bank presents cash flows from operating activities using the direct method, which discloses the principal types of gross cash receipts and disbursements.
The types of cash flows from operating activities are:
· interest paid;
· commissions paid;
· administrative and other operating expenses paid;
· payments to the Bank's employees;
· cash receipts of borrowings;
· cash repayments of borrowings;
· payment of taxes, fines, penalties and other obligatory payments.
The direct method provides information useful for estimating future cash flows that is not available when the indirect method is used. When using the direct method, information about the main types of gross cash receipts and gross cash payments is derived from the Bank's accounting records.
Details on the preparation of the statement of cash flows are provided in Section 5, "Cash and cash equivalents (IAS 7)" in Chapter 2.
Presentation of cash flows from investing and financing activities
The Bank presents separately the main types of gross cash receipts and gross cash payments arising from investing and financing activities.
Investment activities 
Separate disclosure of cash flows arising from investing activities is important because these cash flows represent the extent to which payments made are directed to resources intended to generate future income and cash flows. The following are the Bank's recurring transactions that require separate disclosure of cash flows from investing activities:
· cash payments for the purchase of available-for-sale investment securities;
· cash proceeds from the sale and redemption of available-for-sale investment securities;
· cash purchases of held-to-maturity investment securities;
· cash proceeds from redemption of investment securities held to maturity;
· cash payments/receipts for acquisition and sale of fixed and intangible assets; 
When significant cash flows from investing activities arise that have not been previously disclosed separately, the Bank considers whether such cash flows should be presented separately for completeness and usefulness.
Financial activities
Separate disclosure of cash flows arising from financing activities is important because of the need for this information to forecast future cash flow requirements from companies and financial institutions that provide capital to the Bank. The following are the Bank's recurring transactions that require separate disclosure of cash flows arising from financing activities:
· monetary borrowings;
· cash repayments of borrowings;
· monetary receipt of long-term borrowings from banks;
· cash repayments of long-term borrowings from banks;
· other cash contributions from shareholders other than share issuance;
· dividends paid;
· other distributions to shareholders other than dividends.
Dividends
Cash flows from dividends received and dividends paid are disclosed separately, with:
· dividends received - as investment activity;
· dividends paid - as financing activities.
Income tax
Cash flows arising from income taxes are disclosed separately and classified as cash flows from operating activities unless they can be specifically linked to financing or investing activities.
Non-cash transactions
Investing and financing transactions that do not require the use of cash or cash equivalents are excluded from the statements of cash flows. Such transactions are disclosed in the financial statements in a manner that provides all relevant information about such investing and financing activities.
A significant portion of investing and financing activities do not have a direct impact on current cash flows, although they do affect the capital and asset structure of the Bank. The exclusion of non-cash transactions from the statement of cash flows is consistent with the objective of the statement of cash flows as these items do not give rise to cash flows in the current period. Examples of non-cash transactions are:
· Acquisition of assets either through direct assumption of the related liabilities or through finance leases;
· acquiring a company by issuing shares; and
· conversion of debt obligations into shares.
Components of cash and cash equivalents
The Bank discloses the composition of cash and cash equivalents in accordance with the requirements specified in section 5 "Cash and cash equivalents (IAS 7)" of Chapter 2 and provides a reconciliation of the amounts in the statement of cash flows to the equivalent items presented in the statement of financial position.
Other disclosures
The Bank discloses, together with management commentary, the amount of significant cash balances and cash equivalents held but not available for use.
Statement of changes in equity
The statement of changes in equity discloses the change in the Bank's net assets during the reporting period, which means total gains and losses resulting from the Bank's operations during the period, as well as changes resulting from transactions with shareholders.
The Bank presents the following information in the statement of changes in equity:
· total comprehensive income or loss for the period;
· for each component of equity, the cumulative effect of changes in accounting policies and adjustments for significant prior period errors;
· For each component of equity, a reconciliation between the opening and closing carrying amounts, with a separate disclosure of the change attributable to:
· profit or loss for the period;
· a measure of each item of other comprehensive income, 
· amounts of transactions with owners of the Bank, with separate reflection of owners' contributions.
Detailed information on disclosure in the statement of changes in equity is provided in 
Section 14 "Equity" in Chapter 2.
Notes to the financial statements of the Bank:
· provide information about the basis of preparation of the financial statements and the accounting policies selected and applied by the Bank for significant transactions and events;
· disclose information that is not presented elsewhere in the financial statements but is required by IFRS; 
· provide additional information that is not presented in the financial statements themselves but is necessary for a fair presentation.
Each line item in the statement of financial position, statement of comprehensive income, statement of cash flows and statement of changes in equity is cross-referenced to any related information in the notes to the financial statements.
The notes are presented in the following order to assist users in understanding the financial statements:
· a statement of compliance with IFRS;
· information about the measurement basis(s) used and accounting policies for significant transactions and events;
· supporting information for the items presented in each financial statement form in the order in which each financial statement form is presented; 
· other disclosures, including:
· contingent liabilities and unrecognized contractual obligations to perform; 
· disclosure of non-financial information.
Key sources of information for estimation under uncertainty
The Bank discloses in the notes key assumptions concerning the future development and other sources of information that give rise to estimation uncertainty at the end of the reporting period, which has a significant risk of causing a material adjustment to the carrying amounts of assets (and liabilities) within the next financial year.  
For such assets (and liabilities), the notes shall contain the following information:
· character;
· carrying amount at the end of the reporting period.
Determining the carrying amount of certain assets (and liabilities) requires an estimate at the end of the reporting period of the effect of uncertain future events on those assets (and liabilities). Estimates may be required, for example, when determining: 
· classification of assets as financial assets held to maturity;
· impairment of available-for-sale equity investments;
· impairment losses on loans and advances;
· reversal of impairment allowance;
· recognition of a deferred tax asset; 
· the recoverable amount by category of property, plant and equipment;
· provisions for the costs of litigation.  
The time value of money and other risk factors are taken into account in determining the valuation.
Such disclosures are not required for assets (or liabilities) that are at risk of significant changes in their carrying amount within the next financial year if, at the end of the reporting period, they were measured at fair value based on recent market prices. 
The required disclosures are made in a manner that helps users understand the logic behind management's professional judgments about future events and other bases for estimation under uncertainty.   
The nature and level of detail of the information provided depends on the nature of the assumptions and other circumstances. Examples of such disclosures are set out below:
· the nature of the assumption or other characterization of the uncertainty in the estimate; 
· the extent to which the carrying amount is dependent on the methods, assumptions and estimates underlying its calculation, including the reasons for such dependence;
· the expected outcome and range of possible outcomes within the next financial year that could affect the carrying amount of assets (and liabilities);
· An explanation of changes in previously made assumptions about assets and liabilities for which estimation uncertainty remains.
Capital
The Bank discloses information that would enable users to evaluate the Bank's objectives, policies and processes for monitoring and managing capital. 
The Bank discloses the following: 
· Qualitative information about the organization's objectives, accounting policies, and process for controlling and managing capital, including:
· a description of what the Bank considers to be capital;
· When the Bank is subject to externally imposed mandatory capital requirements, the nature of those requirements and how those requirements are managed; and
· how the Bank implements its capital management objectives. 
· summarized quantitative information about what constitutes capital. 
· any changes in (1) and (2) from the previous period;
· whether the Bank has complied with externally imposed mandatory capital requirements;
· consequences of non-compliance if the Bank has not complied with the specified capital requirements.
Such disclosures should be based on internal information that is provided to the Bank's management.
The Bank manages capital in a number of ways and may have to comply with different capital requirements and restrictions. 
The Bank discloses separately for each capital requirement (rather than in aggregate) with which it is subject, where this is likely to assist users' understanding of the financial statements.
Disclosure of other information 
The Bank discloses the following information if it has not been disclosed elsewhere in the financial statements:
· name of the Bank;
· legal address, legal form of the Bank, country of incorporation (or country being the principal place of business, if different from the legal address);
· a description of the nature of the Bank's business and its principal activities;
· the name of the parent company and the actual parent company of the group.
[bookmark: _Toc270435401][bookmark: _Toc273020248][bookmark: _Toc278120853][bookmark: _Toc168502007]1.5 Elements of financial reporting
Financial statements present the financial results of transactions and other events by grouping them into major categories according to their economic characteristics. These major categories are called financial reporting elements. There are two classes of financial reporting elements:
1) assets, liabilities and equity;
2) revenues and expenses.
Assets, liabilities and equity are elements in the statement of financial position that are directly relevant to the measurement of financial position. Income and expenses are elements in the statement of comprehensive income and measure the results of operations.
The statement of financial position and statement of comprehensive income provides for the creation of subclasses of reporting elements according to the nature and function of assets and liabilities, income and expenses.
Assets
Assets are resources controlled by the Bank arising from past events from which the Bank expects future economic benefits.
Future economic benefits embodied in the asset refer to the Bank's ability to generate cash and cash equivalents. This ability forms part of the Bank's operating performance and may take the form of convertibility into cash or cash equivalents or the ability to reduce cash outflows.
Future economic benefits embodied in an asset may flow to the Bank in a variety of ways. An asset may be:
· used alone or in combination with other assets in the production of goods, works and services sold by the Bank;
· exchanged for other assets;
· used to settle the obligation;
· distributed among the owners of the Bank.
Obligations
A liability represents a present obligation of the Bank as a result of past events, the settlement of which would result in an outflow of resources embodying economic benefits to satisfy the claims of another party.
Debt refers to a duty or obligation to act or do something in a certain way. A debt may be legally enforceable as a consequence of a binding contract or legal requirement, or it may arise out of normal business practice.
Capital
Equity represents the Bank's residual interest in the Bank's assets after deducting all of its liabilities (the balancing amount).
Details of the classification of capital, its accounting principles and disclosures are presented in Chapter 2, Section 14, Capital. 
Results of the Bank's operations
Net income (profit) is often used to measure the performance of the Bank or to determine the basis of calculation for other measures (e.g. return on investment or earnings per share). The elements directly related to the measurement of profit are revenues and expenses. 
Income and expenses are presented in the statement of comprehensive income. Items of income and expense that arise in the normal course of business are presented separately from items that do not arise in the normal course of business. 
Revenues
Income represents an increase in economic benefits during the reporting period in the form of an inflow or an increase in assets or a decrease in liabilities that results in an increase in equity, other than an increase attributable to contributions from equity participants.
Revenue includes both operating income and other income. 
Operating income arises in the ordinary course of the Bank's business and includes revenues from services rendered, sales, fees, interest, dividends, royalties and rentals. Other income represents other items that meet the definition of income and may or may not arise in the normal course of business. They represent increases in economic benefits and are not different in nature from operating income. The definition of income also includes unrealized gains (for example, gains arising from the revaluation of marketable securities).
Other income is presented separately in the statement of comprehensive income because information about its amount is useful for making economic decisions.
More details on revenue items, classification, accounting principles and disclosure are described in 
Section 9 "Revenue from contracts with customers (IFRS 15)" of Chapter 2. (The subparagraph "Revenue" of paragraph 1.5. was changed by the decision of the Board of Directors dated 31.10.2019 (Minutes No. 13).
Expenses
Expenses represent a decrease in economic benefits during the reporting period in the form of outflows or decreases in assets or incurrence of liabilities that result in a decrease in equity, other than a decrease related to distributions to equity holders.
Expenses are losses as well as expenses arising in the ordinary course of the Bank's business. Expenses generally take the form of outflows or decreases in assets, such as cash or cash equivalents, inventories, property, plant and equipment. 
Other losses represent other items that qualify as expenses and may or may not arise in the normal course of the Bank's business. Losses represent a reduction in economic benefits and therefore are not distinguishable in nature from other expenses.
Upon recognition, other losses are presented separately in the statement of comprehensive income because information about them is useful for economic decision-making purposes. The Bank discloses only significant losses, and in all other cases losses are recognized on a net basis (net of related income).
The classification, accounting policies and disclosure of expenses are presented in 
Chapter 2, Section 10, Expenses.
Recognition of elements of financial statements
Recognition refers to the process of including in the statement of financial position or statement of comprehensive income items that qualify as an element of the financial statements and meet the recognition criteria below. Recognition involves the verbal description of items and their monetary amounts, and the inclusion of those amounts in the statement of financial position or statement of comprehensive income. Items that meet the recognition criteria shall be recognized in the statement of financial position or statement of comprehensive income. Failure to recognize such items is not offset by disclosure of the accounting policies used or the notes.
An item that meets the definition of a financial reporting element should be recognized if:
· it is probable that any future economic benefits associated with the item will be realized or lost by the Bank;
· the value of the element can be reliably measured or estimated.
The interrelationship between elements of financial statements means that an item that meets the definition and recognition criteria for a particular element, such as an asset, automatically requires recognition of another element, such as income or a liability.
In assessing whether an element meets these criteria and, therefore, whether it can be recognized in the financial statements, a materiality factor must be considered.
Probability of future economic benefit 
The concept of probability relates to the degree of uncertainty about the inflow (or outflow) to the Bank of economic benefits arising from an item. The assessment of the degree of certainty of flows of economic benefits is made in the preparation of the financial statements on the basis of the available evidence at the time of such preparation.
For example, if collection of the receivable is probable, recording the receivable as an asset is justified. When the amount of receivables is significant, it is probable that some portion of the receivables will not be collected and, accordingly, an allowance for doubtful debts should be recognized to reflect the estimated reduction in economic benefits.
Reliability of the assessment 
The second recognition criterion assumes that the item has a value that can be calculated with a reasonable degree of reliability. The cost (or value) of an item can be determined by estimation, which does not detract from its reliability. If the item cannot be measured, it is not recognized in the statement of financial position (or statement of comprehensive income). 
For example, the estimated proceeds from a court judgment may meet the definition of both an asset and income and meet the criterion of probability established for recognition purposes. However, if the amount of the claim cannot be determined at the time of reporting, it should not be recognized as either an asset or income; the claim should be disclosed in the notes to the financial statements.
An article that initially does not meet the criteria may, as a result of subsequent events, become eligible for recognition. 
An item that has the characteristics of an element but does not meet the recognition criteria may be disclosed in the notes. This is appropriate when the disclosure of the item is useful in assessing the Bank's financial position, performance and changes in financial position.
Asset recognition
An asset is recognized when it is probable that the economic benefits will flow to the Bank and the asset has a cost (or value) that can be measured reliably. 
An asset is not recognized when costs are incurred but it is unlikely that the economic benefits associated with the expenditure will flow to the Group in the current reporting period. This results in the recognition of an expense in the statement of comprehensive income.
Recognition of liabilities
A liability is recognized when it is probable that an outflow of resources will be required to settle the obligation and the amount of the outflow can be reliably estimated.
Revenue recognition
Revenue is recognized when there is an increase in economic benefits in the form of an increase in an asset (or decrease in a liability) and the amount of the increase can be measured reliably. 
Revenue recognition occurs simultaneously with the recognition of an increase in assets (or decrease in liabilities). Examples include: a net increase in assets arising from the sale of goods (or services) or a decrease in liabilities as a result of a debt waiver. 
Revenue recognition is limited to those that can be measured reliably and are characterized by a reasonable degree of certainty.
Recognition of expenses
Expenses are recognized when there is a decrease in economic benefits (expressed as a decrease in an asset or an increase in a liability) and when the amount of the decrease can be measured reliably. 
The recognition of expenses occurs in conjunction with the recognition of an increase in liabilities or a decrease in assets (e.g., an increase in liabilities when payroll is charged or a decrease in assets when equipment is depreciated). 
Expenses are recognized based on the direct linkage of costs incurred and revenues earned. This linkage is consistent with the matching of costs and revenues, which implies simultaneous recognition of revenues and expenses that are the direct joint result of the same transactions.
The various components of expenses are recognized at the same point in time as income received from the sale of goods (work, services). The application of the matching principle does not permit the recognition of items in the statement of financial position that do not meet the definition of assets or liabilities.
When economic benefits arise over several reporting periods and the relationship between income and expenses can be determined only broadly, expenses are recognized in the statement of comprehensive income according to their systematic (and proportional) allocation to the reporting periods. This approach is applied when accounting for expenses associated with the use of assets such as property, plant and equipment and intangible assets with a finite useful life. Such expenses are called depreciation expenses. The pattern of allocation of depreciation expense (depreciation charge) corresponds to the pattern of obtaining economic benefits from the use of the asset.
Costs that do not result in an inflow of economic benefits are recognized in the statement of comprehensive income immediately.
An expense is also recognized when a liability is incurred without recognizing an asset.
[bookmark: _Toc270435402][bookmark: _Toc273020249][bookmark: _Toc278120854][bookmark: _Toc168502008]1.6 Functional and presentation currency
In accordance with Chapter 3, Section 1, The Effects of Changes in Foreign Exchange Rates (IAS 21), the Bank maintains its accounting records in its functional currency. The functional currency of the Bank is the currency of the primary economic environment in which it operates. In determining its functional currency, the Bank considers the following primary indicators:
· currency, which mainly affects the pricing of services rendered;
· the currency of the country whose legislation and market conditions are determinant in the formation of prices for goods and services;
· currency, which mainly affects the amount of labor, materials and other components of the cost of services rendered.
The following indicators should also be considered to determine the functional currency:
· currency in which cash flows from financing activities are generated (issuance of debt and equity instruments - shares, loans, bonds);
· the currency in which cash flows from operating activities are accumulated.
The functional currency of the Bank reflects the underlying transactions, events and conditions that are relevant to it. Accordingly, once determined, the functional currency cannot be substituted for another currency.
Based on the above indicators, the Bank uses the Kazakhstani Tenge ("KZT" or "KZT") as its functional currency, which most fairly reflects the economic effects of the transactions.
Details of the functional and reporting currencies are provided in Section 1 
"Effects of Changes in Foreign Exchange Rates (IAS 21)" in Chapter 3.
[bookmark: _Toc270435403][bookmark: _Toc273020250][bookmark: _Toc278120855][bookmark: _Toc168502009]1.7 Interim financial statements 
This section of the Bank's accounting policies establishes:
· the minimum content of the interim financial statements, including disclosure requirements;
· accounting recognition and measurement principles to be applied in the interim financial statements.
This section applies if the Bank is required to publish, or elects to publish, interim financial statements in accordance with IFRS.
During a calendar year, if interim financial statements are prepared, the Bank may prepare either a complete set of financial statements or a condensed set of financial statements prepared for the interim period. 
If the Bank prepares a condensed version of its financial statements, the condensed interim financial statements shall, at a minimum, include each heading and subtotal included in its most recent annual financial statements and selected explanatory notes described below. Additional items or notes shall be included if, in their absence, the condensed interim financial statements would be misleading to users.
The condensed version of the interim financial statements shall contain an indication that it is to be used only in conjunction with the full version of the financial statements for the previous reporting financial year. The Bank shall, if required, provide users of its interim financial statements together with the latest annual financial statements.
An interim period is defined as a reporting period that is shorter than a full fiscal year.
The condensed interim financial statements shall include, as a minimum, the following:
· Condensed statement of financial position - as at the end of the current interim period and comparative statement as at the end of the preceding financial period;
· Condensed statement of comprehensive income - for the current interim period and cumulatively for the period from the beginning of the current financial year to the interim reporting date and comparative statement of comprehensive income for comparable interim periods of the previous financial year (current and from the beginning of the year to the reporting date);
· Condensed Statement of Changes in Equity - cumulatively from the beginning of the current financial year to the date of the interim financial report and a comparative statement for the comparable period from the beginning of the immediately preceding financial year;
· Condensed statement of cash flows - cumulative total from the beginning of the current fiscal year to the date of the interim report and a comparative statement for the comparable period from the beginning of the immediately preceding fiscal year;
· A statement of financial position as at the beginning of the preceding period if a retrospective change in accounting policy, retrospective error correction or reclassification has a material effect on the statement of financial position as at the beginning of the preceding period; and
· Selected notes to the financial statements.
The following is a list of events and transactions that should be disclosed if they are material. The list is not exhaustive.
· Recognition of impairment losses on financial assets, property, plant and equipment, intangible and other assets and reversal of previously recognized impairment losses;
· Cancellation of the amount of provisions for restructuring charges;
· Acquisition and disposal of property, plant and equipment;
· Write-down of inventories to net realizable value, and reversal of write-downs;
· Contractual Obligations to Perform;
· Settlement of the dispute in court;
· Correcting past mistakes;
· Changes in business and economic circumstances that affect the fair value of financial assets and financial liabilities, whether those assets and liabilities are recognized at fair value or amortized cost;
· Default or breach of the principal terms of the loan agreements that has not been cured by the reporting date or at the reporting date;
· Related party transactions;
· Movements between the levels of the fair value hierarchy used in measuring the fair value of financial instruments;
· Changes in the classification of financial assets as a result of a change in the purpose or use of such assets;
· Changes in contingent assets and contingent liabilities.
In addition to disclosing the above significant events and transactions, the Bank also includes the following information in the notes to the condensed interim financial statements:
· a statement that the interim financial statements use the same accounting policies and methods of computation as the latest annual financial statements or, if those policies and methods have changed, a description of the nature and effect of the change; 
· the nature and amount of items affecting assets, liabilities, equity, net income, or cash flows that are unusual for the Bank because of their nature, size or scope; 
· the nature and amount of changes in estimates of amounts reported in previous interim periods of the current financial year or changes in estimates of amounts reported in previous financial years, if those changes have a material effect in the current interim period; 
· issue, redemption and repayment of debt and equity securities; 
· Dividends paid (in aggregate or per share) on common shares and other shares;
· events subsequent to the end of the interim period that have not been recognized in the financial statements of the interim period;
The minimum disclosure requirements are set out above. The condensed interim financial statements may include extended disclosures by line item and selective notes. 
In preparing the interim financial statements, the Bank applies the accounting policies adopted and used for the most recent annual financial statements.
The Bank uses the provisions on changes in accounting policies to prepare the interim financial statements of the period. Details of changes in accounting policies are described in section 2 "Changes in accounting policies, estimates and errors (IAS 8)" in Chapter 1.
The valuation procedures to be applied in the interim financial statements should ensure that the information obtained is reliable and that all material financial information that is relevant to an understanding of the Bank's financial position and performance is appropriately disclosed. 
The frequency of the Bank's reporting (annual, semi-annual, quarterly and monthly) should not affect the assessment of its annual results. To achieve this objective, estimates in interim reporting should be made on a year-to-date basis, except for income taxes, which are accounted for using the effective interest rate method projected for the full financial year.



CHAPTER 1. GENERAL PROVISIONS
Section 1: Presentation of Financial Statements (IAS 1)


[bookmark: _Toc278120856][bookmark: _Toc168502010]Section 2: Changes in accounting policies, estimates and errors (IAS 8)
This section establishes a framework for changes in accounting policies, estimates and errors.
[bookmark: _Toc270435405][bookmark: _Toc278120857][bookmark: _Toc168502011]2.1 Changes in accounting policies 
When comparing the Bank's financial statements over time, users should be able to identify trends in the financial position, results of operations and cash flows in the financial statements. Therefore, the same accounting policies should be applied in each period for similar transactions, other events and conditions, unless a change in accounting policy would be more favorable to the Bank.
The following actions do not constitute changes in accounting policies:
· applying accounting policies to events or transactions that are different in nature from those that occurred previously; 
· applying new accounting policies to events or transactions that did not occur previously or were immaterial.
An accounting policy may be changed only if the change:
· IFRS is required;
· will result in reliable and more relevant information about the Bank's financial position, results of operations or cash flows.
Prospective and retrospective application 
prospective application - applying a new accounting policy to transactions, other events and conditions arising after the date of the change in accounting policy and recognizing the change in accounting estimate in the current and subsequent accounting periods affected by the change.
Retrospective application means that the new accounting policy is applied to events and transactions as if the new accounting policy had always been applied. 
In assessing whether prior period adjustments are necessary, the Bank considers the materiality of such adjustments.
Changes in the Bank's accounting policies are applied retrospectively, unless the amount of the related adjustment to prior periods cannot be reasonably determined or the transition rules for applying the new IFRS provisions are specified. Any resulting adjustment should be reported as an adjustment to the opening balance of retained earnings. 
A change in accounting policy should be applied prospectively when the amount of the adjustment to the opening balance of retained earnings for all prior periods cannot be reasonably determined and when prospective application is permitted by the standard.
When restating comparatives due to a change in accounting policy, correction of errors or reclassification of items in the statement of financial position, disclosures are required for three reporting dates. Whereas other forms of reporting (e.g., statement of comprehensive income) require these disclosures for two reporting periods.



Disclosure
[bookmark: OLE_LINK1][bookmark: OLE_LINK2]When a voluntary change in accounting policy affects the current period or a prior period, unless it is impracticable to determine the amount of the adjustment, or if it is reasonably possible to determine the effect on future periods, the Bank discloses the following information in the financial statements:
· the nature of the change in accounting policy;
· the reasons why the application of these new accounting policies provides reliable and meaningful information;
· the amount of the adjustment to each amended line item in the financial statements and to basic and diluted earnings per share for the current period and for each of the periods presented;
· the amount of the adjustment relating to periods prior to those included in the comparative information (to the extent practicable); and
· if retrospective application is impracticable for any single prior period or for periods earlier than those presented, the circumstances that led to the existence of the condition and a description of how and from when the change in accounting policy is applied.
Example 1. Changes in accounting policy - full financial year
January 1, 20XX.
December 31, 20XX
December 31, 20XX+1
Opening balance of the earliest period presented
Comparative information for the previous period
Financial statements for the current period
The effect of a change in accounting policy is recognized in retained earnings

Upon initial application of an IFRS or its interpretation, the Bank takes into account emerging changes in the Corporate Accounting Policies:
· in accordance with special transitional provisions (if provided for in IFRSs);
· retrospectively, when the standard or interpretation does not contain specific transitional provisions applicable to the amendment.
Adoption of an amended standard or a new IFRS or interpretation means the following disclosures:
· IFRS title;
· A description of the transitional provisions under which the change was made, if any;
· the nature of the change in accounting policy;
· a description of the relevant transitional provisions;
· transitional provisions that may have an impact on future periods;
· the amount of the adjustment relating to periods prior to the periods presented, to the extent practicable;
· for the current and prior periods, the amount of the adjustment to each financial statement line item and, if applicable, adjusted earnings per share;
· if any, the circumstances that made retrospective application impracticable, and information about when and how the changes were applied.
Disclosure of the above information is not required for subsequent periods.
The title and impact of a new standard that has been issued but is not yet effective on future accounting policies and the likely impact on the financial statements in the period of initial application should be disclosed.
[bookmark: _Toc270435406][bookmark: _Toc278120858][bookmark: _Toc168502012]2.2 Changes in estimates
Revisions to accounting estimates are adjustments to the carrying amount of an asset or liability, or to the amount that reflects the periodic consumption of an asset, arising from an assessment of the current status of assets and liabilities and the related expected future benefits and liabilities.
As a result of the uncertainties inherent in business activities, many items in the financial statements may not be measured accurately, but are only approximate. The estimation process involves making judgments based on relevant, available and reliable information. An estimate may be revised if necessary if the circumstances on which it was based change as a result of new information or experience. Revisions to estimates are the result of new information or circumstances and, accordingly, are not corrections of errors.
The change in measurement basis applied is a change in accounting policy and not a change in an accounting estimate. Where the Bank is unable to distinguish between a change in accounting policy and a change in an accounting estimate, the change is treated as a change in an accounting estimate.
The effect of the change in accounting estimates is to be recognized prospectively in the profit and loss account in the following periods:
· when the change occurred, if it affects only that period; or
· when the change occurred and in future periods if the change affects both current and future periods.
Disclosure
A change in an estimate affects the current period or current and future periods. The results of a change in an accounting estimate shall be included in the same line items in the statement of comprehensive income in which those estimates were previously recognized. The accounting policy discloses the nature and amount of changes in accounting estimates that have a significant effect in the current period or whose significant effect is expected to occur in subsequent periods (when practicable to estimate). If an estimate of an amount presented in interim financial statements changes significantly during the final interim period of a financial year, but a separate set of financial statements for that final interim period is not published, the nature and amount of that change in estimate shall be disclosed in a note to the annual financial statements for that financial year. 
[bookmark: _Toc270435407][bookmark: _Toc278120859]
[bookmark: _Toc509241334][bookmark: _Toc168502013]2.3 Errors
Prior period errors are omissions or misstatements in the financial statements for one or more prior periods that result from the failure to use or misuse reliable information that:
· was available when the financial statements were authorized for issue; and
· could be expected to be obtained and taken into account in preparing and presenting the financial statements
Errors arise in relation to the recognition, measurement, presentation or disclosure of elements of the financial statements. The financial statements do not comply with IFRS if they contain material errors or immaterial errors that are made intentionally in order to present in a particular way the financial position, results of operations or cash flows of subsidiaries and the Bank itself. Potential current period errors discovered in the period are corrected before the financial statements are authorized for issue. However, material errors are sometimes not detected until a subsequent period and these prior period errors are corrected in the comparative information presented in the financial statements for that subsequent period. 
Examples of Significant Errors:
· math miscalculations;
· misapplication of accounting policies;
· Misinterpretation of facts, omission of information, fraud.
Material errors of prior periods should be corrected in the financial statements for the period closest to the period when the errors were discovered by:
· restatement of comparative information for the prior period in which the error occurred; 
· if the errors occurred in a period prior to the earliest period presented, by restating the opening balances of assets, liabilities and equity at the beginning of the earliest period presented.
Limitations of retrospective restatement
Prior period adjustments are retrospectively restated as if a material error had been corrected in the period in which it occurred, unless it is impracticable to determine either the effect of the error in a particular period or the cumulative effect of the error. When the effect of an error cannot be estimated reliably, the opening balances of assets, liabilities and equity at the beginning of the earliest period are restated to comparative information for one or more prior periods for which retrospective restatement is practicable.
When it is not practicable to determine the cumulative effect on all prior periods as at the beginning of the current period, comparative information is restated starting from the period for which retrospective restatement is practicable. Adjustments for prior period errors are eliminated from profit or loss in the period in which the error is recognized. 
Disclosure
The Bank shall disclose the following information:
· the nature of the prior period error;
· the amount of the correction for the current period and for all prior periods presented;
· for each prior period presented in the financial statements, to the extent practicable, the amount of the corresponding correction: 
· for each amended line item in the financial statements;
· on basic and diluted earnings per share;
· the amount of the correction at the beginning of the previous reporting period; and
· If retrospective restatement is impracticable for any prior period, the circumstances leading to the impracticability and a description. how and from which period the error was corrected.
Disclosure of the above information is not required in the financial statements for subsequent periods.



CHAPTER 1. GENERAL PROVISIONS
Section 2: Changes in accounting policies, estimates and errors (IAS 8)

[bookmark: _Toc251950689][bookmark: _Toc270435408][bookmark: _Toc278120860][bookmark: _Toc168502014][bookmark: _Toc249285562][bookmark: _Toc249285563][bookmark: _Toc251950690][bookmark: _Toc270435409]Section 3: Accounting Judgments 
[bookmark: _Toc278120861][bookmark: _Toc168502015]3.1 General provisions
The preparation of financial statements requires management to make judgments, estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities at the reporting date. Estimates and judgments are continually evaluated and are based on management's past experience and other factors, including expectations of future events that are believed to be reasonable under the circumstances.
[bookmark: _Toc249285564][bookmark: _Toc251950691][bookmark: _Toc270435410][bookmark: _Toc278120862][bookmark: _Toc168502016]3.2 Accounting policies
The Bank makes certain judgments, apart from those involving estimations, in the process of applying accounting policies. Judgments that have the most significant effect on the amounts recognized in the financial statements and estimates that can cause a significant adjustment to the carrying amount of assets and liabilities within the accounting financial period include the following:
Assessment of financial assets for impairment. All financial assets carried at amortized cost and financial assets at fair value through other comprehensive income are subject to review and recognition of an allowance for expected credit losses. For the purpose of determining the allowance for expected credit losses, loans are assessed monthly at each reporting date.  The Bank measures expected credit losses on a financial asset in a manner that reflects:
1. unbiased and probability-weighted amount determined by assessing the range of possible outcomes;
2. the time value of money; and
3. Reasonable and supportable information about past events, current conditions and projected future economic conditions that is available at the reporting date.
The Bank uses a three basket model in assessing financial assets for impairment based on changes in credit quality since initial recognition as summarized below:
· The Bank classifies a financial instrument that is not credit-impaired at initial recognition into "Basket 1" and monitors its credit risk on an ongoing basis.
· If a significant increase in credit risk from initial recognition is identified, but the financial instrument is not credit-impaired, the financial instrument is transferred to "Basket 2"
· If a financial instrument is credit-impaired, the Bank transfers the financial instrument to "Basket 3". 
· The expected credit losses (ECL) of financial instruments in Basket 1 are measured at an amount equal to the expected credit losses that could arise from an event of default within the next 12 months. The CMOs of instruments in Baskets 2 or 3 are estimated based on expected credit losses based on the life of the instrument. 
· The Bank considers forward-looking information to assess CMOs in accordance with IFRS 9. 
· Acquired or originated credit-impaired financial assets are financial assets that are credit-impaired upon initial recognition.  The Bank assesses lifetime CMOs (POCI).
Impairment of loans. As at the reporting date, the Bank estimates a significant increase in credit risk. The assessment of portfolio credit risk includes further estimates of probability of default, relevant loss ratios and default ratios between counterparties. The Bank assesses credit risk using Probability of Default (PD), Exposure to Default (EAD) and Loss Given Default (LGD). Based on the qualitative and quantitative analysis, the Bank divides loans issued into 3 baskets: Basket 1 (initial recognition or no significant increase in risk), Basket 2 (significant increase in credit risk since initial recognition) and Basket 3 (credit-impaired loans). The qualitative analysis includes an assessment of the credit history of the loans, loan restructuring measures, cases where the borrower has been charged off against payment requests, collection orders and loans, and cases where the loans have experienced a decrease in the market value of real estate as a result of revaluation. For quantitative analysis, the Bank compares the probability of default (PD) ratio at the reporting date and at the date of initial recognition of the loan. The PD ratio is calculated based on historical data as well as projections using macroeconomic factors. The Bank also considers a loan to have a significant increase in credit risk if the borrower is more than 30 calendar days past due on its contractual payments
Impairment of other financial assets. The Bank assesses credit risk using Probability of Default (PD), Risk of Loss in the Event of Default (EAD) and Loss Given Default (LGD). Based on the qualitative and quantitative analysis, the Bank divides other financial assets into 3 baskets: Basket 1 (initial recognition or no significant increase in risk), Basket 2 (significant increase in credit risk since initial recognition) and Basket 3 (financial assets with objective evidence of impairment at the reporting date). Qualitative analysis includes factors such as actual or expected changes in the external credit rating of the asset; existing or forecasted changes in commercial, financial or economic conditions; changes in the operating results of the counterparty from which the asset was acquired; disappearance of an active market for the financial asset; decrease in the fair value by more than 20% compared to the initial value; decrease in the value of collateral or guarantees provided. To perform the quantitative analysis, the Bank compares the probability of default (PD) ratio at the reporting date and at the date of initial recognition of the asset. The probability of default ratio is calculated using a migration matrix based on data from external sources (rating agencies). The Bank considers that a financial asset has undergone a significant increase in credit risk if the counterparty is more than 30 days past due on its contractual payments.
Reversal of allowance for impairment losses is recognized in the income statement for financial assets at amortized cost and for financial assets at fair value through other comprehensive income. If the Bank has calculated lifetime expected credit losses on a financial asset at the previous reporting date, but at the current reporting date the increase in credit risk on the financial asset is no longer observed/confirmed, the Bank reassesses the impairment provision for the financial instrument in the amount of expected credit losses within 12 months.
The Bank recognizes in profit or loss as an impairment gain or loss the amount of expected credit losses (or reversals) required to adjust the impairment provision at the reporting date to the amount that is recognized in accordance with IFRS 9.
Allowances for doubtful accounts receivable. The determination of the Bank's allowance for doubtful accounts receivable requires considerable judgment on the part of management. Such allowances are accrued and reviewed based on the length of time the receivables have been outstanding and other influencing factors. 
If there are grounds and reasonable estimates, doubtful receivables may be written off at any time and before the specified period. Any write-off of receivables is made in accordance with procedures approved by the Bank.
Inventories. Based on the data of annual inventories performed as of October 1 of the current year, the Bank writes off and disposes of stale and obsolete inventories in accordance with the internal document regulating write-off and disposal of fixed assets, intangible assets and stale and obsolete inventories
Provisions for tax risks. In assessing tax risks, the Bank considers the likelihood that obligations will arise in respect of areas of tax positions for which it is known that the Bank will not appeal the assessments of the tax authorities or does not believe that the outcome of such appeals will be successful. Such estimates are based on significant judgments and are subject to change in the event of changes in tax legislation, assessments of the expected outcome of potential litigations and the outcome of ongoing tax audits by the tax authorities. Where judgement is required to establish a provision for tax risks, provisions are accrued or revised based on the results of the Bank's judgement as to the amount and likelihood of liabilities. Further details of tax liabilities and contingent tax liabilities are disclosed in section 13 "Taxes (IAS 12)" in Chapter 2.
Other assets. The Bank assesses whether there is any indication that other assets may be impaired. If any such indication exists, or when annual impairment testing for is required, the Bank records assets at the lower of their carrying amount and recoverable amount. An asset's recoverable amount is the higher of an asset's fair value less costs to sell and its value in use.
Recognition of deferred tax asset. The recognized deferred tax asset represents income taxes recoverable through future income tax payments and is recorded in the statement of financial position. A deferred tax asset is recognized for all unused tax losses to the extent that it is probable that taxable profit will be available against which the unused tax losses can be utilized. The determination of future taxable profits and the amount of tax benefits that are probable in the future is based on the medium-term business plan prepared by the Bank's management and its extrapolation to the future. The business plan is based on management's expectations, which are believed to be reasonable under the circumstances. 
Going concern principle. The Bank's management prepares the financial statements on a going concern basis. Management bases this judgment on its consideration of the Bank's financial position, current plans, profitability of operations and access to financial resources and on its analysis of the impact of the financial crisis on future operations of the Bank.
Useful lives of items of property, plant and equipment. The Bank assesses the remaining useful lives of items of property, plant and equipment at least at each financial year-end and, if expectations differ from previous estimates, the changes are accounted for as a change in an accounting estimate in accordance with section 2 "Changes in accounting policies, estimates and errors (IAS 8)" of Chapter 1 of this Financial Reporting Manual.
Chapter 1.
Financial instruments
Initial recognition of financial instruments
The Bank recognizes a financial asset or financial liability on its statement of financial position when, and only when, it becomes a party to the contractual provisions of the instrument. The trade date or settlement date method of accounting is used to recognize or derecognize purchases or sales of financial assets made under standard terms and conditions.
At initial recognition, the Bank measures a financial asset or financial liability at fair value plus or minus, in the case of a financial asset or financial liability not at fair value through profit or loss, transaction costs that are directly attributable to the acquisition or issue of the financial asset or financial liability. Transaction costs for financial assets and liabilities at fair value through profit or loss are expensed in the statement of profit or loss. Upon initial recognition, the Bank is also required to recognize expected credit losses on financial assets measured at amortized cost and at fair value through other comprehensive income.
The best evidence of the fair value of a financial instrument at initial recognition is generally the transaction price (i.e., the fair value of the consideration given or received; see also IFRS 13). If the Bank determines that the fair value at initial recognition differs from the transaction price, the Bank shall account for the instrument at that date as follows:
a) if that fair value is evidenced by a quoted price for an identical asset or liability in an active market (i.e., a Level 1 input) or based on a valuation technique that uses only data from observable markets, the Bank would recognize the difference between the fair value at initial recognition and the transaction price as a gain or loss;
b) in all other cases, the Bank shall recognize the deferred difference between the fair value at initial recognition and the transaction price as a gain or loss only to the extent that it arises from a change in a factor (including a temporary difference) that market participants would consider in setting a price for the asset or liability.
The Bank uses certain valuation techniques to determine the fair value of financial instruments (currency swaps, currency forwards, related party loans, etc.) that are not traded in an active market (see section 3 "Financial assets and liabilities (IAS 32, IFRS 9, IFRS 7)" of chapter 2. 
Initial recognition of transactions with related parties. In the normal course of business the Bank enters into transactions with related parties. IFRS 9 requires initial recognition of financial instruments at fair value. Where there is no active market for such transactions, judgment is used to determine whether transactions are priced at market or non-market interest rates. The basis for judgment is pricing for similar types of transactions with unrelated parties and effective interest rate analysis. 
Materiality threshold. The Bank makes significant judgments in deciding whether to apply the materiality threshold in its accounting and financial reporting. The materiality threshold is not applicable when the amount of the unadjusted adjustment does not exceed the established value of the materiality threshold of the reporting period, but there is a potential risk due to its nature or possible material effect on subsequent periods in case of non-recognition of the adjustment in the financial statements. 


CHAPTER 1. GENERAL PROVISIONS
Section 3: Accounting Judgments
Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Bank and the revenue can be reliably measured. In recognizing revenue from sales of goods and services, the Bank is guided by the principle of materiality of judgment, based on the underlying indicators for each reporting period, a materiality threshold of 0.1% of the Balance Sheet currency is determined due to changes in the volume of business and nature of operations.
[bookmark: _Toc168502017]CHAPTER 2. GENERAL ACCOUNTING POLICIES 
[bookmark: _Toc168502018]Section 1. Property, plant and equipment (IAS 16)
[bookmark: _Toc168502019]1.1 General provisions
On initial recognition, property, plant and equipment are measured at cost. Subsequently, property, plant and equipment are carried at cost less accumulated depreciation and/or accumulated impairment losses, if any. 
Cost comprises the purchase price, including import duties and non-refundable taxes on acquisitions, less trade discounts and returns, and any costs directly attributable to bringing the asset to the location and condition necessary for its intended use.  The initial cost of self-constructed assets includes the cost of materials consumed, production work performed and a proportion of production overheads.
Newly acquired fixed assets are accounted for in a separate balance sheet account with a zero rate of depreciation until they are put into operation.
Subsequent costs are included in the carrying amount of the asset, or recognized as a separate asset, only when it is probable that the economic benefits embodied within the asset will flow to the Bank and its cost can be measured reliably. The carrying amount of the replaced part is derecognized from the balance sheet. All other repairs and maintenance are charged to profit and loss for the period as incurred.
An item of property, plant and equipment is derecognized upon disposal or when no future economic benefits are expected from its use or disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference between the net disposal proceeds and the carrying amount of the asset) is included in profit or loss in the period in which the asset is derecognized
Property, plant and equipment are accounted for centrally on the balance sheet of the Bank's Head Office. The cost of the Bank's property, plant and equipment is recorded in whole tenge.
Fixed assets are accounted for in fixed asset cards, inventory records and fixed asset statements. 
The estimated residual value is calculated from the useful life of the fixed asset and its original cost. The residual value of property, plant and equipment may be assumed by the Bank to be zero.
Property, plant and equipment registered in the name of the Bank are accounted for on the Bank's balance sheet. 
The procedure for recording of fixed assets on the balance sheet and recognition of title to the Bank's property and equipment is regulated by the internal document on accounting for administrative and business activities.

Fixed assets may be acquired both centrally and independently by the Bank's branches in accordance with the procedure established by the Central Office of the Bank, within the limits of the amounts stipulated by the Bank's capital investment plan.

Expenses on acquisition of library fund and perennial plantings are written off to expenses of the period and accounted for in the journal of non-expendable property. The standard service life of fixed assets is extended for the period of reconstruction and technical re-equipment according to the resolution of the Bank's Management Board. 

Property, plant and equipment received for trust management under the concluded agreements are not assets of the Bank and are not included in its balance sheet. Assets received into trust management are accounted for by the Bank in memorandum accounts at the book value provided by the owner of the asset
Useful lives and methods of depreciation of assets are reviewed at each financial year end and adjusted as appropriate. 
[bookmark: _Toc251839473][bookmark: _Toc271032459][bookmark: _Toc168502020]1.2 Definitions
An asset is a resource controlled by the Bank as a result of past events and from which the Bank expects to derive future economic benefits.
Depreciation of property, plant and equipment is the systematic allocation of the depreciable value of an asset over its useful life.
Depreciable amount is the original cost of an asset or other amount recognized in the financial statements instead of its cost less its residual value.
The carrying amount (residual value) is the amount at which the asset is recognized in the statement of financial position after deducting the sum of all accumulated depreciation and accumulated impairment losses.
The recoverable amount of an asset is the higher of its fair value less costs to sell or its value in use.
Disposal of fixed assets is the liquidation or loss of fixed assets, as well as sale, exchange, withdrawal, gratuitous transfer or transfer as a contribution to the authorized capital of other organizations.
A disposal group is a group of assets held for disposal by sale, or otherwise, in a single transaction and liabilities directly associated with the assets.
Wear and tear is the process of losing physical and moral characteristics.
A qualifying asset is an asset that necessarily takes a substantial amount of time to get ready for its intended use or sale.
Construction in progress is a construction object that has not been accepted in accordance with the established procedure by the customer for commissioning and is not used for its intended purpose (provision of services, production output, profit making and other types of exploitation).
Property, plant and equipment are tangible assets that:
· held by the Bank for use (intended for use) in the production or supply of goods or services, for leasing to others or for administrative purposes; and
· is expected to be utilized for more than one period.
The residual value is the estimated amount that the Bank would currently obtain from disposal of an asset after deducting the estimated costs of disposal, if the asset were already of the age and in the condition expected at the end of its useful life.
Cost is the amount of cash or cash equivalents paid or the fair value of other consideration given to acquire an asset at the time of its acquisition, creation or, where applicable, the amounts allocated to the asset on initial recognition in accordance with the specific requirements of other accounting policies.
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date.
Useful life is:
· the period of time over which the asset is expected to be available for use by the Bank; or
· the quantity of products or similar items that the Bank expects to obtain from the use of the asset.
An impairment loss is the amount by which the carrying amount of an asset or cash-generating unit exceeds its recoverable amount. 
Value in use is the present value of the future cash flows expected to be derived from the asset or cash-generating unit.
[bookmark: _Toc251839474][bookmark: _Toc271032460][bookmark: _Toc168502021]1.3 Classification 
The Bank uses the following classification of property, plant and equipment by groups for the purposes of the financial statements:
· Earth;
· Buildings and Structures;
· Vehicles;
· Office and computer equipment 
· Construction in progress;
· Other.
In the event of changes in the Bank's investment or social policies that affect the composition of property, plant and equipment, the Bank's management reclassifies assets within the above groups by transferring them to one or another group.
[bookmark: _Toc251839475][bookmark: _Toc271032461][bookmark: _Toc168502022]1.4 Accounting policies
Recognition
An item of property, plant and equipment is recognized as an asset if and only if it meets the following two conditions (recognition criteria):
· it is probable that future economic benefits associated with the item will flow to the Bank;
· the cost of acquiring the item can be measured reliably.
To obtain future economic benefits, an item of property, plant and equipment may be used in the Bank's operations for more than one annual period, either individually or in combination with other property, plant  equipment:
· production or sale of goods, works and services;
· for administrative purposes.
To determine whether the first recognition criterion is met, the Bank assesses at the time of receipt of property, plant and equipment whether it has substantially all the risks and rewards of ownership of the asset. An item of property, plant and equipment is not recognized until substantially all the risks and rewards of ownership have been transferred to the Bank.
Items of property, plant and equipment may also be recognized as items of property, plant and equipment if their use may not directly result in economic benefits to the Bank, but which are necessary to obtain benefits from other items of property, plant and equipment (for example, property, plant and equipment acquired for safety and environmental protection), provided that the following conditions are met:
· their acquisition is a necessary condition for obtaining future economic benefits from the use of other assets owned by it; or
· The bank can demonstrate that there is a customary obligation (e.g., to invest in safety or environmental protection equipment); or
· those costs are directly attributable to the fulfillment of that obligation.
The actual (purchase) value of buildings and land plots stated in the purchase and sale agreement is determined as fair value.
An increase in the initial value of fixed assets as a result of subsequent capital investments is made only if the condition of the object improves, increasing its originally estimated standard indicators, such as: service life, production capacity, production area, radical improvement of the quality and characteristics of the services it produces, etc. The costs of repairs (current, capital) and maintenance of fixed assets made for the purpose of preserving and maintaining the technical condition of the object do not increase the initial value, but are recognized as current expenses when incurred. The Bank's relevant services with respect to subsequent investments in functionally fixed assets provide opinions on which type of expenses (capitalized or current expenses) should be attributed to which type of expenses (capitalized or current expenses). If capitalization is required, the issue is submitted to the Bank's Commission for determining the cost and write-off of property, plant and equipment, intangible assets and stale inventory (hereinafter - the Commission).
Valuation on recognition
Elements of historical cost
On recognition, an item of property, plant and equipment is initially measured at cost. The prerequisite for any cost to be included in the historical cost is that it is directly attributable to the acquisition of the item or bringing it to a working condition and location.
Elements of the initial cost of fixed assets:
· Acquisition price:
· direct purchase costs;
· import duties;
· non-refundable taxes and fees.
· The cost of making the asset ready for use:
· remuneration to employees directly related to the construction or acquisition of an item of property, plant and equipment;
· site preparation;
· delivery (initial delivery and handling costs);
· startup (installation, assembly, cost of testing the operation of the asset less net proceeds from the sale of test products);
· professional services.
· Initial estimation of costs for future disposal:
· restoration costs added at the time of start-up (estimated cost of dismantling and removing the asset and restoring the site);
· restoration costs added during operation.
Costs that are not necessary (e.g., costs of repairing damage sustained during transportation) are not included in the historical cost of property, plant and equipment, but are recorded as current period costs. Examples of costs that are recognized as current period expenses:
· The cost of introducing a new product or service (such as advertising or promotion);
· The cost of doing business in a new location and with a new population (e.g., staff training and education);
· administrative and other overhead costs.
In most cases, property, plant and equipment are acquired by the Bank:
· on a reimbursable basis;
· on a pro bono basis;
· under capital construction contracts;
· by means of capital construction carried out by economic method;
· as a contribution to the authorized capital;
· in exchange for other assets.
Acquisition of property, plant and equipment on a reimbursable basis
The cost of an item of property, plant and equipment is its cash equivalent price at the date of recognition (net of any trade discounts granted by the seller). 
Acquisition of fixed assets on a gratuitous basis
Property, plant and equipment received as a result of gratuitous transfer (gift) are valued by the Bank at the fair value of the received asset at the date of recognition in the accounting, determined by the Commission by expert judgment.
Acquisition of facilities under capital construction contracts
The Bank carries out construction of property, plant and equipment and installation of equipment both in-house and with third-party contractors. 
In case of outsourcing under a construction contract, the initial cost of an item of property, plant and equipment is determined as the sum of the Bank's actual costs incurred under construction contracts, excluding reimbursable taxes. When accounting for a construction contract (both long-term and short-term), interim certificates of work performed are signed; upon signing, the value of the certificate of work performed is recorded in construction in progress. Own materials transferred to contractors for construction and installation works are also included in the cost of capital construction projects. 
Costs incurred in the construction of property, plant and equipment by contract are recognized by reference to the stage of completion of the contract. However, only those contract costs that reflect work performed under the contract are included in costs incurred at the reporting date.
In determining the actual cost of acquisition/creation of an item of property, plant and equipment, account should also be taken of the principles set out elsewhere in these accounting policies.
Upon completion of work under construction contracts and when an item of property, plant and equipment is available for use, capitalized costs in the Construction in Progress account are transferred to the appropriate group of property, plant and equipment. 
Receipt of property, plant and equipment as a contribution to charter capital
The initial value of an item of property, plant and equipment as a contribution to the authorized capital is determined on the basis of its fair value determined by an expert at the date of contribution. The basis for making a contribution of property, plant and equipment as a contribution to the Bank's authorized capital is a relevant resolution of the shareholder.
Other methods of acquisition of property, plant and equipment
The initial cost of an asset acquired by the Bank under a finance lease is determined in accordance with section 12 "Leases (IFRS 16)" of Chapter 2. Property, plant and equipment received as a result of government grants are accounted for in accordance with IAS 20 "Government Grants". (Subparagraph "Other ways of acquisition of fixed assets" of item 1.4. was amended by the decision of the Board of Directors dated 31.10.2019 (Minutes No. 13)
The concept and criteria for attributing fixed assets to a single inventory item
· The unit of accounting of fixed assets is an inventory object. 
· An inventory item of fixed assets is recognized as an object with all fixtures and fittings or a separate structurally isolated item designed to perform certain independent functions, or a separate complex of structurally articulated items that constitute a single unit and are designed to perform certain work.
· A complex of structurally articulated items is one or more items of the same or different purpose, having either common fixtures and accessories, or common control, or mounted on the same foundation, with the result that each item included in the complex can only perform its functions as part of the complex and not independently.
· Attribution of several facilities to one complex should be based on project documentation certified by technical experts.
· If the cost of individual items included in one inventory item is significant in relation to the cost of the inventory item as a whole (from 10% to 20%), the service life of individual items differs from the service life of the inventory item and requires a different depreciation method, such items are accounted for as separate components of the inventory item.
· If the recognition criteria for an item of property, plant and equipment are met, the cost incurred to replace or renew the component is accounted for as an acquisition of a separate asset and the residual value of the replaced component is derecognized. 
· The current component is derecognized when it is replaced, regardless of whether it was depreciated separately or as part of an inventory item.
· The replacement of any of the component parts of a structurally articulated fixed asset that is not designated as a separate item is a repair and is therefore expensed.
· Costs incurred in replacing or renewing part of an item of property, plant and equipment that meet the recognition criteria of an item of property, plant and equipment and result in an improvement (increase) in the originally accepted standard performance indicators (useful life, capacity, quality of use, etc.) of the item of property, plant and equipment are treated as reconstruction or modernization costs and are subject to capitalization. In this case, the costs incurred in replacing or renewing a part of an item of property, plant and equipment are accounted for as the acquisition of a new separate asset, and the carrying amount of the replaced asset is written off.
· The components of an item of property, plant and equipment that form an emergency stock required to be held for the life of the item of property, plant and equipment are also accounted for within property, plant and equipment as an item of property, plant and equipment depreciated over the period corresponding to the frequency of renewal of the emergency stock. If the emergency stock is to be renewed more frequently than every 12 months, it is accounted for within current assets as inventories.
Exchange of assets
The cost of an item of property, plant and equipment acquired in exchange for another asset is recognized as the fair value of the asset received, unless:
· the exchange transaction has no commercial substance;
· the fair value of neither the asset received nor the asset transferred can be measured reliably.
The Bank determines whether an exchange transaction has commercial substance by forecasting and comparing the expected future cash flows generated by the transferred and received items. An exchange transaction has a commercial basis if there is a significant difference between the forecasts for the items:
· The pattern (risks, timing and amount) of cash flows that may be derived from the use of the new asset differs from the pattern of cash flows that may be derived from the use of the transferred asset; or
· the net present value of the future cash flows that the Bank expects to derive from the use and disposal of the asset, after tax, changes as a result of the exchange; and
· the difference arising from the above items is significant compared to the fair value of the assets being exchanged.
If the transaction passes the commercial substance test, the initial cost of the asset received is its fair value. The difference between the determined historical cost of the new asset and the carrying amount of the asset transferred in exchange for it forms the gain or loss on the exchange transaction and is recognized in the statement of comprehensive income in the period in which it occurs.
If the Bank can reliably measure the fair value of an asset received or transferred, the fair value of the transferred asset is used to measure the fair value of the received asset, unless the fair value of the transferred asset is more evident. 
If the exchange transaction has no commercial substance, or if neither the fair value of the asset received nor the fair value of the asset transferred can be measured reliably, the cost of the acquired item of property, plant and equipment is measured at the carrying amount of the transferred asset and no gain arises from the transaction.
Amortization
The depreciable value of an item of property, plant and equipment shall be systematically written off over the useful life of the item of property, plant and equipment through depreciation. 
The Bank assumes that the economic benefits from the use of property, plant and equipment are consumed on a straight-line basis over the useful lives of the items and uses the straight-line method to depreciate property, plant and equipment.
The straight-line method of depreciation is used consistently from period to period unless there is a change in the pattern of consumption of the economic benefits expected to arise from the use of an item of property, plant and equipment.
Depreciation of an item of property, plant and equipment begins when the item is ready for use, i.e. when it is in the location and condition necessary for it to be capable of operating at the capacity and for the purpose intended by the Bank's management. 
The following factors are considered in determining the useful life of an asset:
· the expected performance of the asset;
· expected physical wear and tear, depending on the mode of operation, repair program, natural conditions and influence of aggressive environment;
· technical impairment arising due to changes in technology, changes in demand for products manufactured on this equipment;
· regulatory and other restrictions on the use of this facility. 
The Bank uses the following useful lives in the preparation of the financial statements:
	
	Years

	Land
	unamortized

	Buildings and structures
	8-100 years.

	Vehicles
	Ages 5-7

	Office and computer equipment
	2 - 10 years

	Other
	3 - 20 years


In case of subsequent expenditures that improve the qualitative characteristics of a fixed asset beyond those originally expected (i.e., modernization, reconstruction, etc.), the useful life is revised.
The useful life and residual value of an item of property, plant and equipment must be reviewed periodically at least at the end of each reporting period and, if the assumptions differ materially from previous estimates, the amount of the change must be adjusted as a change in accounting estimate in accordance with Chapter 1, Section 2, Changes in Accounting Policies, Estimates and Errors (IAS 8), i.e., the depreciation charge for the current month and all subsequent months is adjusted accordingly.
The calculation of depreciation in case of change (increase) of the initial cost is based on the book value of the object increased by the amount of subsequent costs. Depreciation is charged on the basis of the remaining revised useful life of the item of property, plant and equipment.
Depreciation of fixed assets is accrued on a monthly basis starting from the 1st day of the month following the month in which the object was brought into a condition ready for use.
Depreciation on an item of property, plant and equipment ceases on the 1st day of the month following the month in which it is disposed of or transferred to an asset group held for sale.
Depreciation of property, plant and equipment that is idle for a long period of time or operating at a significant underutilization rate is not capitalized in work-in-progress but is charged to the cost of the period to which it relates and charged to general administrative expenses.
Land is not a depreciable asset
Impairment
The Bank checks at each reporting date whether there is any indication that the value of property, plant and equipment may be impaired. If any such indication exists, the Bank estimates the recoverable amount of the property, plant and equipment.
An impairment loss is required to be recognized when the carrying amount of an asset exceeds its recoverable amount. The recoverable amount is determined in accordance with the provisions of Section 11 Impairment of Assets (IAS 36) of Chapter 2.
Impairment losses or reversals of previously recognized impairment losses on property, plant and equipment are recognized in the same line items in the statement of comprehensive income as depreciation expense on those property, plant and equipment.
The procedure for impairment of property, plant and equipment is regulated by the internal document on administrative and business accounting.
Change in initial cost
Changes in the initial cost of fixed assets, at which they are taken into account, occur in cases of completion, retrofitting, reconstruction, modernization and partial liquidation of fixed assets. 
As a general rule, costs that do not change the qualitative characteristics of items of property, plant and equipment should be charged as current period expenses. Such costs include, for example, the cost of repairing or maintaining items of property, plant and equipment in order to restore or maintain their normal operating performance.
The initial cost of the object should increase only those costs that improve (increase) the initially accepted standard performance indicators (useful life, capacity, quality of use, etc.) of the fixed asset.
Derecognition
The carrying amount of an item of property, plant and equipment is mandatorily derecognized:
· on disposal; or
· when no future economic benefits are expected from its use or disposal.
The disposal of fixed assets takes place in cases of sale, gratuitous transfer, liquidation in case of accidents, natural disasters and other emergencies, transfer as a contribution to the authorized capital of other companies and in other cases.
The financial result from the disposal or retirement of an item of property, plant and equipment is determined as the difference between the net disposal proceeds and the carrying amount of the item of property, plant and equipment and is recognized as profit or loss on disposal of property, plant and equipment. 
When transferring a fixed asset, the Bank assesses the extent to which it retains the risks and rewards of ownership of the asset. In doing so:
· in transfers of substantially all the risks and rewards of ownership of an asset, the Bank recognizes the disposal and separately recognizes as an asset or liability any rights or obligations assumed in the transfer;
· if the Bank continues to bear substantially all the risks and rewards of ownership of an asset, the Bank does not recognize the disposal of the asset;
· if the Bank does not transfer substantially all the risks and rewards of ownership of an asset, the extent of the Bank's control over the item of property, plant and equipment is assessed; 
· if control is retained by the Bank, the Bank recognizes the disposal and separately recognizes any rights or obligations transferred as an asset or liability. Where the Bank has transferred substantially all the benefits of ownership of an asset and substantially all the risks and rewards of ownership, the Bank continues to recognize the asset. 
In cases where state registration of the transfer of ownership is required, it is necessary to pay attention to the terms in the contract, namely: 
· if substantially all the benefits and risks of ownership of an asset are transferred to the buyer at the time of signing the contract, the asset is derecognized at the date of transfer of the asset under the contract;
· if the contract terms require that substantially all the risks associated with ownership of the asset remain with the transferor until the transfer of ownership is registered with the state, in which case the asset is derecognized at the date of registration of the transfer of ownership.
If an item of property, plant and equipment is derecognized before its useful life, the amount of any under-depreciated part of the asset is charged to the Bank's expenses upon derecognition.
When an asset is disposed of through exchange, the carrying amount of the fixed asset is allocated to the cost of the receiving asset up to its market value. 
Where the carrying amount of the transferred/received fixed asset exceeds the market value of the asset being transferred/received, transaction income/expense is recognized for the amount of the difference.
If the Bank decides to sell a fixed asset with zero carrying amount, the asset is not transferred to Non-current asset held for sale, but continues to be accounted for as a fixed asset.
[bookmark: _Toc251839476][bookmark: _Toc271032462][bookmark: _Toc168502023]1.5 Disclosure of information
The financial statements of the Bank shall contain the following information for each group of property, plant and equipment:
· how the carrying amount (cost less accumulated depreciation and impairment loss) is measured; 
· depreciation methods used; 
· applicable useful lives or depreciation rates; 
· historical cost and accumulated depreciation (together with accumulated impairment loss) of property, plant and equipment at the beginning and end of the reporting period; 
· a reconciliation of the book value of fixed assets as at the beginning of the end of the relevant period, reflecting:
· receipts;
· transfer to assets classified as held for sale;
· attrition;
· acquisitions through business combinations;
· accrual / reversal of provision for impairment of property, plant and equipment recognized in the statement of comprehensive income in the current period;
· amortization;
· net exchange differences arising on translation to presentation currency;
· other changes. 
The financial statements must also disclose:
· the existence and amounts of restrictions on title and the value of property, plant and equipment pledged as security for liabilities;
· the amount of costs in capital construction in progress;
· the amount of liabilities under concluded contracts for the acquisition of fixed assets, the term of fulfillment of obligations under which relates to future reporting periods;
· unless separately disclosed in the statement of comprehensive income, the amount of third party compensation for impaired and lost items of property, plant and equipment included in the statement of comprehensive income.
The following information is appropriate in the financial statements:
· carrying value of temporarily idle fixed assets;
· initial cost of fully depreciated fixed assets in use;
· the carrying amount of property, plant and equipment that are no longer in active use and have not been classified as held for sale.


CHAPTER 2. GENERAL ACCOUNTING POLICIES 
Section 1. Property, Plant and Equipment (IAS 16)

[bookmark: _Toc168502024][bookmark: OLE_LINK7][bookmark: OLE_LINK8][bookmark: _Toc270001416][bookmark: _Toc249285595]Section 2: Intangible Assets (IAS 38)
[bookmark: _Toc168502025]2.1 General 
On initial recognition, intangible assets acquired separately are carried at cost.
Acquisition and accounting of intangible assets is performed centrally on the balance sheet of the Bank's Central Office in whole tenge, in accordance with the Bank's internal documents.
The cost of intangible assets acquired in a business combination is the fair value at the date of acquisition. Subsequent to initial recognition, intangible assets are carried at cost less any accumulated amortization and any accumulated impairment loss.  Expenditure on intangible assets, excluding capitalized development costs, is not capitalized and the related expenditure is recognized in the statement of comprehensive income in the period in which the expenditure is incurred.  
The useful lives of intangible assets may be finite or indefinite.  Intangible assets with finite useful lives are amortized over the useful life and assessed for impairment whenever there is an indication that the intangible asset may be impaired. The amortization period and amortization method for intangible assets with finite useful lives are reviewed at least at each financial year-end. Changes in the expected useful life or the expected amount of future economic benefits embodied in the intangible asset are accounted for by changing the amortization period and method, as appropriate, and are treated as changes in accounting estimates. Amortization expense on intangible assets with finite lives is recognized in the statement of comprehensive income as an expense in accordance with the intended use of the intangible asset. Intangible assets with indefinite useful lives are not amortized, but are tested for impairment annually, or whenever indicators of impairment exist and written down to their recoverable amounts, if appropriate.
[bookmark: _Toc249285596][bookmark: _Toc270001417][bookmark: _Toc168502026]2.2 Accounting policies
An intangible asset is recognized by the Bank if it meets the definition of an intangible asset and the recognition criteria for an intangible asset.
Costs of software that can only be used with, and forms an integral part of, a specific item of property, plant and equipment are considered to be costs of that item and are accounted for in accordance with Chapter 2, Section 1, Property, Plant and Equipment (IAS 16).
1.	Definition of an intangible asset
An intangible asset is an identifiable non-monetary asset that does not have a physical form. The criteria for an intangible asset are:
· Identifiability. An asset is considered to be identifiable if one of two conditions is met: (i) if the asset is separable, that is, it can be separated from the Bank and leased, sold, transferred, licensed or exchanged, either individually or together with a related contract, an identifiable asset or liability, irrespective of the Bank's intention; or (ii) arises from contractual or other legal rights, irrespective of whether those rights are transferable or separable from the Bank or from other rights and obligations.
· Control.  Control over an asset means control over the benefits from the use of that asset and the ability to restrict the ability of other companies to take advantage of those benefits. Control is usually, but not necessarily, evidenced by the existence of the entity's legal rights to the asset. The absence of legal rights makes it more difficult to demonstrate control but does not mean that control does not exist, such as in the case of software developed for a company's specific needs, for which rights may not be registered but which is nevertheless controlled by the Bank. Because of the need to control the asset, the Bank's expenditures on personnel training (retraining) do not result in either the recognition of a new intangible asset or an increase in the value of an existing or newly created asset. For example, costs associated with the implementation of a new accounting program in terms of retraining of accounting staff (if such costs can be separated from the cost of implementing the program, for example, based on the costing provided in the implementation contract) are not included in the cost of the program, because the Bank's ability to control these benefits is usually insignificant.
· Future economic benefits. Future economic benefits may include sales revenue, cost savings and other benefits resulting from the use of the intangible asset.
2.	Criteria for recognizing an intangible asset
The criteria for recognizing an intangible asset are:  
· The likelihood that the Bank will obtain future economic benefits from the asset;
· The ability to reliably estimate the value of an asset. 
Initial measurement and recognition of intangible assets
Acquired intangible assets
If an intangible asset is acquired separately, the initial cost of the intangible asset can usually be measured reliably.
The original cost is determined by taking into account:
· the purchase price (including import duties, non-refundable taxes arising on purchase), directly attributable costs of preparing the asset for its intended use (costs of hiring employees, set-up services, payments for services to set-up employees, costs of testing the asset) less discounts, rebates and refunds of overpayments.
· if payment for an intangible asset is deferred beyond normal credit terms, its cost is equal to the present value of the future payments. The difference between this value and the total payments is recognized as interest expense over the instalment period unless it is capitalized in accordance with the capitalization basis of accounting prescribed by IAS 23 Borrowing Costs.
The initial cost of an intangible asset does not include:
· costs of advertising and promotion of a new product or service on the market;
· costs of conducting business in a new region or with a new category of customers;
· administrative and other overhead expenses;
· initial production costs and losses;
· costs incurred during the downtime of an asset that could have been properly utilized in production;
· the cost of using the asset for a new purpose
Items of intangible assets acquired in exchange for equity instruments issued by the Bank are carried at the fair value of intangible assets, as long as their fair value can be measured reliably. If it is not possible to measure reliably the fair value of intangible assets, then the intangible assets are measured at the fair value of the equity instruments issued.
Internally generated intangible assets
In order to assess whether an internally generated intangible asset meets the recognition criteria, the Bank classifies the process of creating an asset into:
· research stage; and
· the development stage.
If the Bank is unable to distinguish the research stage from the development stage of an internal project to create an intangible asset, it treats expenditure on that project as if it were incurred only in the research stage.
The Bank does not recognize intangible assets arising from research (or stage of research of an internal project). Expenditure on research (or the research stage of an internal project) is expensed as incurred.
An intangible asset arising from development (or from the development phase of an internal project) is recognized if, and only if, the Bank can demonstrate all of the following:
· the technical feasibility of completing the intangible asset so that it is available for use or sale;
· its intention to complete the intangible asset and to use or sell it;
· its ability to use or sell the intangible asset;
· how the intangible asset will generate probable future economic benefits. Among other things, the Bank shall demonstrate the existence of a market for the outputs of the intangible asset or the intangible asset itself, or if internal use is intended, the usefulness of the intangible asset;
· the availability of sufficient technical, financial and other resources to complete the development and to use or sell the intangible asset; and
· The ability to measure reliably the expenditure attributable to the intangible asset during its development.
The cost of an internally generated intangible asset is the amount of expenditure incurred from the date on which the intangible asset first meets the recognition criteria.  The cost of an internally generated intangible asset includes all direct costs necessary to create, produce and prepare the asset for use in accordance with management's intentions. 
Exchange of assets
An intangible asset acquired in exchange for another non-monetary asset or a combination of monetary and non-monetary assets is recognized at fair value unless:
· the exchange transaction has no commercial substance; or
· the fair value of neither the asset received nor the asset transferred can be measured reliably.
The Bank determines whether an exchange transaction has commercial substance by forecasting and comparing the expected future cash flows generated by the transferred and received items. An exchange transaction has a commercial basis if there is a significant difference between the forecasts for the items:
· The configuration (risks, timing and amount) of the cash flows that may be derived from the use of the new asset is different from the configuration of the cash flows that may be derived from the use of the transferred asset; or
· the net present value of the future cash flows that the Bank expects to derive from the use and disposal of the asset, after tax, changes as a result of the exchange; and
· the difference arising from the above items is significant compared to the fair value of the assets being exchanged.
If the transaction passes the commercial substance test, the exchanged asset should be recorded at fair value. The difference between the determined fair value of the new asset and the carrying amount of the exchanged asset forms a gain or loss on the exchange transaction and is recognized in profit or loss in the period in which it occurs.
If the Bank can reliably measure the fair value of either the received asset or the transferred asset, then the fair value of the transferred asset is used to measure the fair value of the received asset, unless the fair value of the transferred asset is more evident. If the exchange transaction is not based on an arm's length basis or if the fair value of either the asset received or the asset transferred cannot be measured reliably, then the cost of the acquired intangible asset is measured at the carrying amount of the transferred asset and no effect on profit or loss arises from the transaction.
Subsequent expenditure and valuation of intangible assets
Subsequent expenditure on an intangible asset after it has been purchased or completed is recognized as an expense unless:
· it is probable that the expenditure will allow the asset to generate future economic benefits beyond those originally identified; and
· these costs can be reliably measured and allocated to the asset.
Such cases are expected to be very rare because the nature of intangible assets is such that:
· it is generally difficult to determine reliably whether there is an increase in the future economic benefits embodied in the asset;
· it is difficult to separate costs that relate to a particular asset from those that relate to the Bank's operations as a whole;
· the Bank's subsequent expenditure on trademarks, trade marks and similar assets is always recognized as an expense in the period in which it is incurred and does not increase the cost of the intangible asset. 
After initial recognition, an intangible asset should be carried at cost less any accumulated amortization and any accumulated impairment losses.
Amortization of intangible assets
The amortizable value of intangible assets with finite lives is amortized on a systematic basis over the best estimate of their useful lives.  The amortized cost of an asset is the difference between its cost and its estimated residual value.
The residual value of an intangible asset is assumed to be zero unless the following facts indicate otherwise:
· There is a third party obligation to purchase the asset at the end of its useful life;
· There is a real market for this category of intangible assets:
· the liquidation value can be determined with reference to that market;
· it is probable that the market will continue to exist at the end of the asset's useful life.
For the purposes of the financial statements, the Bank uses the following useful lives for major categories of intangible assets:
	
	Years

	Licenses
	3-20

	Software
	1-14


If control over the future economic benefits of an intangible asset is achieved through legal rights that have been granted for a limited period, the useful life of the intangible asset does not exceed the period of the legal right, unless:
· legal rights are renewable; and
· the cost of maintaining the intangible asset in a condition for future use is not significant.
The Bank assumes that the economic benefits from intangible assets are consumed on a straight-line basis over the useful lives of the items and uses the straight-line method to amortize intangible assets.
The straight-line method of amortization is applied consistently from period to period, unless there is a change in the pattern of consumption of the economic benefits expected from the use of intangible assets.
An intangible asset with an indefinite useful life is not amortized but is tested annually for impairment. 
Revision of useful life and amortization method
The useful lives of intangible assets with finite lives are reviewed annually. If the estimated useful life differs significantly from previous estimates, the amortization period should be changed accordingly.
If there has been a significant change in the pattern of consumption of the economic benefits expected to arise from the use of an item of intangible assets, the amortization method is changed to reflect that change.
Changes in the useful life and amortization method of intangible assets are accounted for as changes in estimates by adjusting the amortization charge for current and future periods.
Impairment of intangible assets
The Bank annually assesses the recoverable amount of intangible assets not yet available for use. The recoverable amount of the intangible asset in accordance with section 11 Impairment of Assets (IAS 36) of Chapter 2. Impairment loss and reversal of impairment loss are recognized in the statement of comprehensive income. 
Each year before the financial statements are prepared, the Bank's authorized body (the Bank's Commission for determining the cost and write-off of property, plant and equipment, intangible assets and stale inventories) identifies indicators of possible impairment of intangible assets. If any indication of impairment is identified, an impairment test is performed. An impairment test is performed by comparing the carrying amount with the recoverable amount, irrespective of whether there is any indication of impairment for intangible assets with indefinite useful lives or that are not yet available for use.

The procedure for impairment of intangible assets is regulated by the internal document on administrative and business accounting

Accounting for the disposal of intangible assets
An intangible asset is removed from the Bank's statement of financial position on disposal or when the asset is determined to be derecognized and no further economic benefits are expected from disposal. The financial result from the disposal or retirement of intangible assets is determined as the difference between the net disposal proceeds and the carrying amount of the intangible asset and is recognized in the respective lines of the statement of comprehensive income. The carrying amount is the difference between the original cost of the intangible asset and the accumulated amortization (including provision for impairment). 
When transferring intangible assets, the Bank assesses the extent to which it retains the risks and rewards of ownership of the asset. In doing so:
· when the majority of the risks and rewards of ownership of an asset have been transferred, the Bank recognizes the disposal and separately recognizes as an asset or liability any rights or obligations assumed in the transfer;
· if the Bank continues to bear the majority of the risks and rewards of ownership, no derecognition of the intangible asset is recognized.
Where the Bank has transferred substantially all the benefits of ownership of an asset and retained substantially all the risks incidental to ownership, the asset remains with the Bank. 
The Bank includes in the carrying amount of the intangible asset the cost of replacing part of the intangible asset and derecognizes the carrying amount of the replaced part.  If the Bank is unable to determine the carrying amount of the replaced part, the replacement cost at the time of acquisition or construction may be used as the approximate cost of the replaced part.
[bookmark: _Toc249285597][bookmark: _Toc270001418][bookmark: _Toc168502027]2.3 Disclosure of information 
In the financial statements, the Bank discloses the following information for each class of intangible assets, distinguishing between internally generated intangible assets and other intangible assets:
· useful lives or applicable depreciation rates;
· applied depreciation methods (straight-line method);
· cost and accumulated depreciation (including accumulated impairment losses) at the beginning and end of the period;
· items in the statement of comprehensive income that include amortization of intangible assets;
· a reconciliation of the net carrying amount at the beginning and end of the reporting period showing:
· increase in the value of intangible assets, with separation of the increase from the Bank's own creation of intangible assets and from business combinations;
· assets classified as held for sale and other disposals;
· impairment losses recognized in the statement of comprehensive income during the period;
· reversal of an impairment loss recognized in the statement of comprehensive income; 
· amortization charged during the reporting period;
· net exchange differences arising from the translation of the financial statements into the presentation currency and from the translation of a foreign entity into the presentation currency;
· other changes in intangible assets during the period.
The bank also discloses:
· description, year-end carrying amount and remaining amortization period of any intangible asset that is material to the Bank's financial statements taken as a whole;
· intangible assets pledged to secure liabilities;
· the amount of contractual obligations to acquire intangible assets;
· for intangible assets acquired through a government grant and initially recognized at fair value the initially recognized fair value of such assets and their carrying amount;
· total research and development costs recognized as current period expenses.



CHAPTER 2. GENERAL ACCOUNTING POLICIES 
Section 2: Intangible Assets (IAS 38)

[bookmark: _Toc168502028][bookmark: _Toc255041503]Section 3. Financial assets and liabilities (IAS 32, IFRS 9, IFRS 7)
[bookmark: _Toc248698820][bookmark: _Toc255041505][bookmark: _Toc168502029]3.1 Definitions
A financial instrument is a contract that gives rise simultaneously to a financial asset for one entity and a financial liability or an equity instrument for another entity. 
A financial asset is an asset that represents: 
· funds; 
· an equity financial instrument of another entity; 
· contract law:
· to receive cash or another financial asset from another entity;
· exchanging financial assets or financial liabilities with another entity on potentially advantageous terms; or 
· a contract that will or may be settled in the Bank's own equity instruments and that is:
· a non-derivative instrument for which the Bank has or may become liable to receive a variable number of its own equity instruments; or
· a derivative that will or may be settled other than by the exchange of a fixed amount of cash or another financial asset for a fixed number of the entity's own equity instruments (as required by IAS 32 Financial Instruments: Presentation").
A financial liability is a liability that represents: 
· a contractual obligation:
· provide cash or another financial asset to another company; or
· exchange financial instruments with another company on potentially unfavorable terms. 
· a contract that will or may be settled in the Bank's own equity instruments and is:
· a non-derivative instrument for which the Bank is or may become obliged to deliver a variable number of its own equity instruments; or
· a derivative that will or can be settled other than by the exchange of a fixed amount of cash or another financial asset for a fixed number of the Bank's own equity instruments. For the purposes of this definition, rights, options or warrants to acquire a fixed number of the Bank's own equity instruments for a fixed amount of units of any currency are equity instruments if the Bank grants those rights, options or warrants pro rata to all of the current owners of its own non-derivative equity instruments of the same class.
They are not financial instruments:
· treasury shares or treasury bonds held for resale or cancellation;
· investments in fixed assets, inventories, intangible assets.
An equity instrument is an instrument that meets the definition of equity from the perspective of the issuer; that is, an instrument that does not contain a contractual obligation to pay and that evidences a residual interest in the net assets of the issuer. Examples of equity instruments include basic common shares.

A debt instrument is an instrument that meets the definition of a financial liability from the perspective of the issuer, such as loans, government and corporate bonds, and trade receivables purchased from customers under non-recourse factoring arrangements.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date, measured in accordance with IFRS 13, Chapter 3, Section 5 of this Accounting Policy.
For financial assets and liabilities with offsetting risks, the Bank may use mid-market prices to determine the fair value of positions with offsetting risks and apply the bid or asking price to the net open position as appropriate.
A financial instrument is quoted in an active market if quoted prices are readily and regularly available from an exchange or other institution and those prices represent actual and regularly occurring market transactions on an arm's length basis
Valuation techniques such as discounted cash flow models or models based on recent arm's length transactions or consideration of the current value of the investee are used to fair value financial instruments for which market transaction price information is not available. The calculations using these valuation techniques may require the exercise of judgment not supported by observable market data
Reasonable changes in these judgments would result in significant changes in net income, revenues, total assets or total liabilities.
A puttable instrument is a financial instrument that gives the holder the right to sell the instrument back to its issuer for cash or other financial assets or that is automatically returned to its issuer upon the occurrence of an uncertain future event or the death or retirement of the holder of the instrument.
Cost is the amount of cash or cash equivalents paid or the fair value of other consideration given to acquire an asset at the date of purchase and includes transaction costs. 
The trade date is the date on which the Bank commits to purchase or sell an asset. The trade date method of accounting provides for (a) recognition of the asset to be received and the liability to pay on  trade date, and (b) derecognition of the asset that has been sold, recognition of a gain or loss on disposal and recognition of a receivable from the buyer for payment on  trade date. Generally, the accrual of interest on the asset and the related liability does not begin until the settlement date when title passes.
The settlement date is the date on which the asset is delivered to or by the Bank. The settlement date method of accounting provides for (a) recognition of the asset on the date it is received by the Bank and (b) derecognition of the asset and recognition of a gain or loss on disposal on the date of delivery by the Bank. When the Bank applies the settlement date method of accounting, it recognizes changes in the fair value of the asset to be received that arise between the trade date and settlement date in the same way as it recognizes an acquired asset. 
An accounting mismatch is an inconsistency in the accounting treatment of financial instruments that results in a material discrepancy.
Transaction costs are incremental costs and are directly attributable to the acquisition, issue or disposal of a financial instrument. 
Incremental costs are costs that would not have been incurred if the transaction had not taken place. Transaction costs include fees and commissions paid to agents (including employees acting as selling agents for ), advisors, brokers and dealers, levies by regulatory agencies and securities exchanges, and transfer taxes and duties. Transaction costs do not include premiums or discounts on debt instruments, financing costs, internal administrative costs or holding costs
Amortized cost is the amount at which the financial asset or financial liability is measured at initial recognition minus principal repayments, plus or minus the cumulative amortization using the effective interest method for any difference between that initial amount and the maturity amount and, for financial assets, adjusted for any allowance for losses.
The effective interest rate is the rate that exactly discounts estimated future cash payments or receipts through the expected life of the financial asset or financial liability to the gross carrying amount of the financial asset (i.e. its amortized cost before any allowance for impairment) or to the amortized cost of the financial liability. The calculation excludes expected credit losses ("ECL") and includes transaction costs, premiums or discounts, fees and charges paid or received that are an integral part of the effective interest rate, such as loan origination fees. For purchased or originated credit impaired ("POCI") financial assets - assets that are credit-impaired at initial recognition - the Bank calculates an effective interest rate adjusted for credit risk, which is calculated based on the amortized cost of the financial asset instead of its gross carrying amount and includes the effect of expected credit losses in estimated future cash flows.
When the Bank revises its estimates of future cash flows, the carrying amounts of the related financial assets or financial liabilities are adjusted to reflect the new estimate discounted at the original effective interest rate. Any changes are recognized in profit or loss.
Purchased or originated credit-impaired financial assets (POCI) are assets that are credit-impaired at the time of initial recognition. The present value of future cash flows is discounted at the effective credit risk adjusted rate determined at initial recognition.  Interest income is recognized at the effective interest rate adjusted for credit risk and any change in the expected credit losses is recognized in profit or loss. The amount of the impairment loss is measured as the difference between the gross carrying amount of the asset and the present value of estimated future cash flows based on several scenarios, discounted at the original effective interest rate adjusted for credit risk. The discount period is set in accordance with the contractual terms.
Credit-impaired financial asset - A financial asset is considered to be credit-impaired when one or more events occur that have an adverse effect on the estimated future cash flows of that financial asset.
Interest income is calculated by applying the effective interest rate to the gross carrying amount of financial assets, except:
· "POCI" - financial assets for which an initial credit risk-adjusted interest rate is applied to the amortized cost of the financial asset;
· Financial assets that are not "POCI" but subsequently become credit-impaired (or "Basket 3") for which interest income is calculated by applying the effective interest rate to their amortized cost (i.e. net of provision for expected credit losses).
Credit loss is the difference between the total contractual cash flows due to the Bank under the contract and the total cash flows expected to be received by the Bank (i.e. all cash flow shortfalls) discounted at the original effective interest rate (or, in the case of purchased or originated credit-impaired financial assets, at the effective interest rate adjusted for credit risk). The Bank estimates the expected cash flows considering all contractual terms of the financial instrument throughout the expected life of the financial instrument. The cash flows considered include cash flows from the sale of collateral held or from other credit enhancements that are an integral part of the contractual terms of the financial instrument. 
Expected credit losses are a weighted average of credit losses determined using relevant default risks as weighting factors.
12-month expected credit losses are the portion of lifetime expected credit losses that represent expected credit losses that result from defaults on a financial instrument that are probable within 12 months after the reporting date (or a shorter period if the expected life of the loan is less than 12 months), weighted by the likelihood that such defaults will occur.
Expected lifetime credit losses - expected credit losses arising from all possible events of default over the expected life of the financial instrument.
The reclassification date is the first day of the first reporting period following the change in business model that causes the entity to reclassify financial assets
[bookmark: _Toc168502030]3.2 Financial instruments - key elements of recognition and measurement
Initial recognition of financial instruments
The Bank recognizes a financial asset or financial liability on its statement of financial position when, and only when, it becomes a party to the contractual provisions of the instrument. The trade date or settlement date method of accounting is used to recognize or derecognize purchases or sales of financial assets made under standard terms and conditions.
At initial recognition, the Bank measures a financial asset or financial liability at fair value plus or minus, in the case of a financial asset or financial liability not at fair value through profit or loss, transaction costs that are directly attributable to the acquisition or issue of the financial asset or financial liability. Transaction costs for financial assets and liabilities at fair value through profit or loss are expensed in the statement of profit or loss. Upon initial recognition, the Bank is also required to recognize expected credit losses on financial assets measured at amortized cost and at fair value through other comprehensive income.
Determination of fair value
The best evidence of the fair value of a financial instrument at initial recognition is normally the transaction price, i.e. the fair value of the consideration given or received. 
If the Bank determines that the fair value at initial recognition differs from the transaction price, the Bank shall account for the instrument at that date as follows:
· in a valuation technique where that fair value is evidenced by a quoted price for an identical asset or liability in an active market (i.e., a Level 1 input) or based on a valuation technique that uses only data from observable markets, the Bank recognizes the difference between the fair value at initial recognition and the transaction price as a gain or loss.
· in all other cases at a valuation adjusted to defer the difference between the fair value at initial recognition and the transaction price. Subsequent to initial recognition, the Bank is required to recognize this deferred difference as a gain or loss only to the extent that it arises from a change in a factor (including a temporary factor) that market participants would consider in pricing the asset or liability.
Subsequent measurement of a financial asset or financial liability and subsequent recognition of gains and losses shall be in accordance with the requirements of these accounting policies.

Loan modification
The Bank occasionally renegotiates or otherwise modifies the contractual cash flows on loans to customers. When this occurs, the Bank assesses whether the new terms differ significantly from the original terms. The Bank does this by considering, among other things, the following factors:
· If the borrower has financial difficulties, does the modification reduce the contractual cash flows to amounts the borrower is expected to be able to repay.
· Whether there are any significant new covenants, such as profit share/equity returns, that materially affect the risk exposure of the loan.
· Substantial extension of the loan term when the borrower is not in financial hardship.
· Significant change in the interest rate.
· Adding a guarantee, other collateral or credit risk mitigants that materially affects the credit risk associated with the loan.
If the conditions are substantially different, the Bank derecognizes the original financial asset and recognizes the "new" asset at fair value and recalculates the new effective interest rate of the asset. Accordingly, the reassessment date is considered to be the date of initial recognition for the purpose of impairment calculation, including for the purpose of determining whether there has been a significant increase in credit risk.  However, the Bank also assesses whether a newly recognized financial asset is considered credit-impaired upon initial recognition, particularly in circumstances where the reassessment is based on the debtor's inability to make the originally agreed payments. Differences in carrying amount are also recognized in profit or loss as gain or loss on derecognition.
If the terms are not materially different, the revision or modification does not lead to derecognition and the Bank recalculates the gross carrying amount based on the revised cash flows of the financial asset and recognizes the gain or loss on the modification in profit or loss. The new gross carrying amount is recalculated by discounting the modified cash flows at the original effective interest rate (or the credit risk adjusted effective interest rate for acquired or originated credit-impaired financial assets).
Derecognition
The Bank derecognizes financial assets or parts thereof when the contractual rights to receive cash flows from the assets have expired or when they have been transferred and either (a) the Bank has transferred substantially all the risks and rewards of ownership, or (b) the Bank has neither transferred nor retained substantially all the risks and rewards of ownership and the Bank has not retained control.
The Bank enters into transactions whereby it retains its contractual rights to receive cash flows from the assets but assumes a contractual obligation to pay those cash flows to other entities and transfers substantially all the risks and rewards. These transactions are accounted for as "pass-through" transfers, which would result in derecognition if the Bank:
· Does not have a payment obligation unless it receives equivalent amounts from assets;
· Does not have the right to sell or pledge assets; and 
· Has an obligation to remit any cash it receives from assets without material delay.
Collateral (shares or bonds) provided by the Bank under standard repurchase agreements and securities lending and borrowing transactions does not result in derecognition as the Bank essentially retains all risks and rewards based on a predetermined repurchase price and accordingly the derecognition criteria are not met. This also applies to certain securitization transactions where the Bank retains a subordinated residual interest.
Impairments
The Bank estimates on a forward-looking basis expected credit losses ("ECL") related to its assets under debt instruments carried at amortized cost and FVTPL and exposure to credit risk under loan commitments and financial guarantee contracts. The Bank recognizes a provision for such losses at each reporting date. The valuation of the CMO reflects the following:
· A neutral and probability-weighted amount that is determined by evaluating a range of possible outcomes;
· Time value of money; and 
· Reasonable and acceptable information that is available without undue cost or effort at the balance sheet date about past events, current conditions and projections of future economic conditions.
Section 3.8 provides more detail on how the allowance for expected credit losses is measured.
Loans received with non-market terms and conditions
[bookmark: _Toc248698821][bookmark: _Toc255041506]Loans received from the Holding Company, the Government of the Republic of Kazakhstan, financial/non-financial institutions are accounted for by the Bank on the respective balance sheet accounts by currency, residency attribute and by counterparty on the basis of concluded contracts, at amortized cost. 
The rates, procedure of payment of remunerations, repayment of borrowed funds are made in accordance with the terms and conditions of the concluded agreements. 
Interest on loans received is accounted for on an accrual basis and is recorded daily in the respective balance sheet accounts. 
Loans with non-market terms are loans obtained under terms and conditions that differ from those of loans with similar maturity, interest rate, collateral, credit risk and other characteristics. 
At initial recognition, the Bank recognizes such loans at fair value plus transaction costs, determined as the present discounted value of all cash flows of the loan using the weighted average borrowing rate for similar loans. 
Borrowings are subsequently measured at amortized cost using the weighted average interest rate determined at initial recognition as the effective interest rate for the instrument. Interest income or expense calculated using the effective interest rate method is recognized in profit or loss in the respective reporting period.
If the contractual terms of the loan are modified, the Bank revises the fair value and subsequent measurement of the loan.
The most common example is loans obtained for the implementation of state and local executive programs.
The difference between the nominal value of the loan received and the determined fair value is recognized in equity on initial recognition, as the Bank is a quasi-governmental entity, attracts depositors' funds for housing construction savings, ensures safety and return of deposits, provides housing, intermediate housing and preliminary housing loans for housing improvement activities in the Republic of Kazakhstan
Borrowed funds for granting loans to customers belonging to low-income families are initially recognized at fair value, the difference arising on initial recognition of the loan at above or below market rates is accounted for as Government subsidy and recorded in the deferred income account
The Bank may also raise funds from other legal entities, financial market participants in the form of a person providing financial services on non-market terms, whereby any difference arising on initial recognition of a loan at rates above or below market is recognized as income or expense.
Interim and provisional loans to customers of the Bank with non-market terms are initially recognized at fair value and any difference arising on initial recognition of a loan at rates above or below market is recognized in profit or loss.
Recognition in the current period of a part of the difference between the initial cost and the repayment price is recorded for loans received as an increase in the carrying amount of the loan (loan) in correspondence with financial expense accounts, except when such costs are capitalized as part of the cost of a qualifying asset in accordance with Section 1 "Property, Plant and Equipment" of Chapter 2.  (Subparagraph "Loans received with non-market terms" of item 3.2. was introduced by the decision of the Board of Directors dated 31.10.2019 (Minutes No. 13), amended by the decision of the Board of Directors dated 03.12.2020 (Minutes No. 13))
[bookmark: _Toc168502031]3.3 Main categories of financial instruments 
 The Bank has adopted the following classification of financial assets and liabilities
	[bookmark: _Toc485278343][bookmark: _Toc486888384]Classification
	Financial assets
	Financial liabilities

	categorized
	at amortized cost; 
at fair value through other comprehensive income; 
at fair value through the income statement;
	at amortized cost; 
at fair value through the income statement;

	by type
	cash and cash equivalents; 
loans issued;
amounts due from financial institutions (including long-term bank deposits); 
investments carried at fair value through the income statement;
securities carried at fair value through other comprehensive income;
securities carried at amortized cost;
financial receivables; 
other financial assets;
	loans received from NMH Baiterek JSC; 
loans received from Samruk Kazyna;
loans from the government;
customer funds;
accounts payable; 
other financial liabilities;

	in terms of time
	short-term - less than 12 months; 
Long-term - more than 12 months;
	short-term - less than 12 months; 
Long-term - more than 12 months;

	by currency
	in tenge;
in foreign currency.
	in tenge;
in foreign currency.


[bookmark: _Toc168502032]3.4 Classification of financial assets
The Bank classifies its financial assets into the following measurement categories:
· at amortized cost, 
· at fair value through other comprehensive income (FVTPL), and 
· at fair value through the income statement (FVTPL).
On initial recognition, a financial asset is classified into one of the measurement categories; subsequent reclassification is possible, but only rarely (see paragraph 3.7).
The following diagram shows the algorithm for classifying financial assets into the main measurement categories, including presentation and classification options available under IFRS 9, which the Bank may choose at its own discretion:
Debt instruments
MTPAS
Amortized cost
Cash flows are only repayment of principal and interest? (take the SPPI test

Is the option to record the instrument at fair value used to correct an accounting mismatch? *
No
Yes
Yes
No
Yes
Yes
Derivative financial instruments
Equity instruments
SSOPU
MTPAS
Is the option to account for the instrument at fair value through other comprehensive income utilized? **
No
No
Yes
No
Yes
No
Is the primary objective of the Bank's business model to hold the financial asset to generate cash flows? 
For trading?
Yes
Is the primary objective of the Bank's business model to hold to generate cash flow from the asset and sell the financial asset? 
No

* When using the option to account for a debt instrument under the SSOPU, subsequent reclassification is not possible. 
** When using the option to account for an equity instrument under the SPSS, subsequent reclassification is not possible.
[bookmark: _Toc485278351][bookmark: _Toc486888392]Equity instruments
All investments in equity instruments are measured at fair value. The default method is to recognize all changes in fair value in the income statement.

However, upon initial recognition of an investment in an equity instrument, the Bank may elect to designate such investments not held for trading as AFS with no right of subsequent reclassification, with all subsequent changes in fair value recognized without effect on OCI. This option is available for each individual investment.
The Bank's policy is to designate equity investments as at FVTPL when the investment is held for purposes other than generating investment income. When this option is exercised, fair value gains or losses are recognized in OCI and are not subsequently reclassified to profit or loss, including on disposal. Impairment losses (and reversals of impairment losses) are not recognized separately from other changes in fair value. Dividends, when representing a gain on such investments, continue to be recognized in profit or loss as other income when the Bank's right to receive payment is established.
Gains and losses on equity investments in SSOPU are included in the line "Net trading income" in the income statement
Debt instruments
Classification and further valuation of debt instruments depend on:
· The Bank's business model for asset management; and
· The cash flow characteristics of the asset.
Based on these factors, the Bank classifies its debt instruments into one of the following three measurement categories:
· Amortized cost: Assets that are held to collect contractual cash flows that are solely payments of principal and interest (SPPI) and that are not designated as at FVTPL are measured at amortized cost. The carrying amount of these assets is adjusted for any allowance for expected credit losses.  Interest income from these financial assets is included in "interest and similar income" using the effective interest method.
· Fair value through other comprehensive income (FVTPL): Financial assets that are held to collect contractual cash flows and for the sale of assets with the assets' cash flows representing solely payments of principal and interest and that are not designated as at FVTPL are measured at fair value through other comprehensive income (FVTPL). Changes in the carrying amount are recognized through FVTPL, except for the recognition of impairment gains or losses, interest income and foreign exchange gains or losses on the amortized cost of the instrument, which are recognized in profit or loss. When a financial asset is derecognized, the cumulative gain or loss previously recognized in OCI is reclassified from equity to profit or loss and recognized in "Net investment income". Interest income from these financial assets is included in "Interest income" using the effective interest method.
· Fair value through profit or loss: Assets that do not qualify for amortized cost or FVTPL are measured at fair value through profit or loss. The gain or loss on this debt investment is presented in the income statement in "Net trading income" in the period in which it appears. The exception is for debt instruments that have been designated at fair value through profit or loss or that are not held for trading, in which case they are presented separately in "Net investment income". Interest income from these financial instruments is included in "Interest income" using the effective interest method.
The Bank reclassifies debt investments when, and only when, it changes its business model for managing those assets. Reclassifications are made from the beginning of the first reporting period after the change. Such changes are not expected to occur frequently.
3.4.1 Financial assets at fair value through profit or loss
Fair value through the income statement (FVTPL) is a residual category in the classification of financial assets. 
A financial asset is classified and measured at FVTPL when:
· The financial asset is held for trading;
· The debt instrument is not subject to valuation at amortized cost or MTPAS;
· These are equity investments that the Bank has not elected to classify under the SPSSD;
· This is a financial asset that the Bank has measured at FVTPL using the fair value option.

The Bank has the discretion to designate a financial asset at initial recognition as an SPPI (without the right of subsequent reclassification) if doing so would eliminate an accounting mismatch in the measurement of the financial asset. A financial asset that does not meet the SPPI test is always measured at FVTPL (except for equity instruments).
When financial instruments carried at fair value are recognized initially, they are recognized at fair value.
Subsequent measurement. For the purposes of subsequent measurement at each reporting date and at the date of disposal, financial instruments in this category are carried at fair value through profit or loss. The availability of published quoted prices in an active market is the best indicator of fair value. The quoted market price for an existing instrument is the current bid price and for an acquired instrument is the current asking price.
Where bid and offer prices are not available, the most recent transaction price is used as the basis for determining the current fair value, provided that there has been no significant change in economic conditions between the date of the transaction and the reporting date.
In other cases, and where a quoted market price is not available, various technical valuation techniques are used to determine fair value:
· comparison with the current market value of another very similar instrument; 
· a discounted cash flow analysis that uses a discount rate that is equal to the prevailing market rate of interest for financial instruments with similar terms and conditions, including the debtor's creditworthiness, the remaining period of the contractual interest rate, the remaining period until maturity of the principal amount and the currency in which the payments are to be made.
Gains or losses arising from changes in the fair value of financial assets at fair value that are not designated as hedging instruments are recognized in profit or loss for the current period.
For the purposes of revaluation of securities at fair value, the Bank applies market rates calculated by the Kazakhstan Stock Exchange.
If a security is not quoted on the securities market, fair value measurement is performed in accordance with an internal document regulating the determination of fair value of the Bank's financial instruments.
Interest income on securities in this category calculated using the effective interest method is recognized in the statement of comprehensive income as interest income. 
Dividends are recognized as dividend income within other operating income when the Bank's right to receive the dividend payment is established and it is probable that the dividends will be collected. 
All other elements of the changes in the fair value and gains or losses on derecognition are recognized in profit or loss as gains less losses from financial instruments at fair value through profit or loss in the period in which they arise.
3.4.2 Financial assets at fair value through other comprehensive income
A financial asset shall be subsequently measured at fair value through other comprehensive income (FVTPL) if the following conditions are met:
· the financial asset is held within a business model whose objective is achieved both by generating contractual cash flows and by selling the financial asset, and 
· the contractual terms of the financial asset require that cash flows that are solely payments of principal and interest on the principal outstanding be received on specified dates. 
Financial assets designated as at FVTPL are initially recognized and subsequently measured at fair value. Changes in carrying amount are required to be recognized through OCI, except for impairment gains or losses, interest income and foreign exchange gains and losses, which are recognized in the income statement. On derecognition of a financial asset, the cumulative gain or loss previously recognized in OCI is reclassified from equity to the income statement.
Examples of financial instruments that may be classified and accounted for under the SPPI test in accordance with IFRS 9, provided that the SPPI test is met and the business model is defined as 'held to collect contractual cash flows and for sale', include:
· Investments in government bonds where the investment period may be shorter than the maturity period;
· Investing in corporate bonds where the investment period is likely to be shorter than the maturity period.
Accounting requirements for debt financial instruments classified as SPSSDs:
· Interest income is recognized in profit or loss using the effective interest method, similar to the method applied to financial assets measured at amortized cost;
· Impairment losses / reversals are recognized in profit or loss using the same credit risk assessment methodology as for financial assets measured at amortized cost;
· Other changes in the carrying amount on remeasurement to fair value are recognized in OCI;
· The cumulative fair value gain or loss recognized in OCI is transferred from OCI to profit or loss when the related financial asset is derecognized.
Investments in equity instruments are required to be measured at fair value. The default method is to recognize all changes in fair value in the income statement.
However, on initial recognition of an investment in an equity instrument, the Bank may elect to designate such an investment not held for trading as a non-trading investment without the right to reclassify it, with all subsequent changes in fair value recognized without effect on OCI, except for dividend income which is recognized in profit or loss This option is available for each individual investment, but is only applicable to investments that meet the definition of an equity instrument in the following table 
3.4.3 Financial assets measured at amortized cost 
A financial asset shall be subsequently measured at amortized cost if the following conditions are met:
· the financial asset is held within a business model whose objective is to hold financial assets to collect the contractual cash flows, and 
· the contractual terms of the financial asset require the receipt on specified dates of cash flows that are solely payments of principal and interest on the principal outstanding (SPPI).
Financial assets included in this category are initially recorded at fair value and subsequently measured at amortized cost.
Examples of financial instruments that may be classified and subsequently measured at amortized cost under IFRS 9 are:
· Trade receivables;
· Accounts receivable without a significant financing element;
· Investments in government bonds not held for trading;
· Investments in time deposits.
Initial recognition. Upon initial recognition in the financial statements, these assets are measured at fair value plus transaction costs for issuing or receiving the asset.
Where the Bank grants loans in the form of dedicated credit lines, each tranche of such credit lines is accounted for as a separate financial instrument. 
Subsequent measurement. Financial assets at amortized cost are carried at amortized cost using the effective interest rate method. However, they may be carried at cost if the effect of discounting is immaterial.  
Amortization of the difference between the original cost and the redemption price is calculated using the effective interest rate. 
Under the effective interest method, the carrying amount of the asset is the sum of its cost and the amortized (recognized) portion of any difference between cost and maturity value. 
The recognition in the current period of a portion of the difference between the original cost and the redemption price is recognized for financial assets as an increase in the carrying amount of the asset in correspondence with financial income accounts. 
Contractual interest is accrued on a monthly basis using the effective interest rate method. 
 Cash on correspondent accounts with banks and placed deposits 
Cash held in the Bank's correspondent accounts with the NBRK and/or other banks, the fair value of which approximates their carrying amount due to the intangibility of the discounting effect, is carried at amortized cost without applying the effective interest rate and is recorded within current assets.
The Bank creates obligatory reserves on balances on the Bank's correspondent accounts with the NBRK and/or other banks on which interest is not accrued in accordance with the requirements of the legislation of the Republic of Kazakhstan and regulations of the National Bank of the Republic of Kazakhstan.
Cash on the Bank's correspondent accounts opened with the NBRK and/or other banks is accounted for by the Bank on balance sheet accounts of the "Correspondent accounts" account group by currency, residency attribute and correspondent banks on the basis of the correspondent account agreement. The Bank and its branches operate on a single correspondent account. 
Deposits placed by the Bank classified by the Bank as financial assets at amortized cost are carried at amortized cost using the effective interest method. 
Deposits placed by the Bank with the NBRK or other banks shall be accounted by the Bank on balance sheet accounts of the account group "Claims on the NBRK" or, respectively, "Deposits placed with other banks" on separate accounts by maturity and type of deposits placed in the currency of the deposit on the basis of the concluded bank deposit agreement.
Depending on the terms and types, the Bank's deposits are subdivided into:
· deposits placed for one night;
· demand deposits;
· short-term deposits (up to one month);
· short-term deposits (up to one year);
· long-term deposits (over one year);
· contingent contributions;
· deposits that are collateral for the Bank's liabilities.
The Bank accrues interest on the Bank's deposit accounts and records it on a monthly basis in accordance with the accrual method and terms of the agreements concluded. 
The amount of accrued but unpaid interest is part of the amortized cost of cash and deposits placed. 
Prepaid interest on the Bank's deposit placed by the counterparty bank shall be recorded on the account for prepaid interest on deposits placed
During the term of the deposit with the counterparty bank, the amount of prepaid interest is charged to the Bank's income on an accrual basis.
Remuneration is accrued on the basis of 360 days in a year and the number of days in a month is taken as 30 days, unless otherwise stipulated by the condition of the concluded contract.
[bookmark: _Toc168502033][bookmark: _Toc332982921][bookmark: _Toc333830878][bookmark: _Toc335757705][bookmark: _Toc374457876]3.5 Analyzing business models
The classification of debt financial instruments is determined by the Bank's business model for managing financial assets and the specific features of their contractual cash flows.
All financial assets are required to be subsequently measured at amortized cost, FVTPL or FVTPL based on a business model for managing the financial assets and the cash flow characteristics of their contractual cash flows.
The business model reflects how the Bank manages its assets to generate cash flows. That is, whether the Bank's objective is only to collect contractual cash flows from the assets or to collect both contractual cash flows and cash flows from the sale of the assets.  If neither of these cases is applicable (e.g., financial assets are held for trading purposes), then the financial assets are classified as part of the "other" business model and are measured using the SLCP. Factors considered by the Bank in determining the business model for a group of assets include past experience with how cash flows from these assets have been generated, how the returns on these assets are measured and communicated to key management, how risks are assessed and managed, and how managers are compensated. For example, the Bank's business model for its book of mortgage loans is to hold them to generate contractual cash flows. Another example is the asset liquidity portfolio, which is held by the Group as part of its liquidity management and is generally categorized in the "held for receipt and sale" business model. Securities held for trading are held primarily for the purpose of selling in the near term or are part of a portfolio of financial instruments that are managed together and for which there is recent evidence of short-term profit-taking activity. These securities are categorized within the "other" business model and are measured at FVTPL.
The Bank analyzes business models in accordance with internal documents regulating the procedure, criteria and methods of analyzing the Bank's current models ("Methodology of aggregation of financial assets and liabilities by business models").
Business model of holding assets to generate contractual cash flows
If the Bank's objective is to hold an asset (or portfolio of assets) to collect contractual cash flows, the asset (or portfolio) is classified into the business model of holding assets to collect contractual cash flows and will need to be assessed for contractual cash flows (meet the SPPI test). If the SPPI test is met, the asset (or portfolio) may be measured at amortized cost; otherwise, it may be measured at FVTPL.
Although the objective of the Bank's business model could be to hold financial assets to collect contractual cash flows, the Bank does not need to hold all of these instruments to maturity. Therefore, the Bank's business model may be to hold financial assets to collect contractual cash flows even when sales of financial assets occur or are expected to occur in the future.
The following factors should be considered when evaluating asset sales from the retention business model to generate contractual cash flows:
· Historical frequency, timing, and significance of sales.
· Reasons for sales (such as credit risk deterioration).
· Expectations/forecasts of future sales.
Sales alone do not define the business model and therefore cannot be considered in isolation. Rather, information on past sales and sales expected in the future provides supporting evidence for the Bank's objective of managing financial assets, particularly in how cash flows are realized and value is created. Credit risk management actions aimed at mitigating potential losses due to credit deterioration are not inconsistent with the business model of holding assets to collect contractual cash flows. The sale of a financial asset because it no longer meets the credit criteria defined in the Bank's documented investment policy is an example of a sale that occurred because of an increase in credit risk. In the absence of such a policy, the Bank may demonstrate by other means that the sale was due to an increase in credit risk.
Certain sales or transfers of financial instruments before maturity that are unrelated to credit risk management activities may not be inconsistent with the business model of holding assets to collect contractual cash flows if they are infrequent (even if significant in value) or immaterial in value, either individually or in aggregate (even if frequent).
The Bank applies judgment based on facts and circumstances to determine whether sales are frequent or significant. An increase in the frequency or significance of sales in a particular period is not necessarily inconsistent with the objective of holding financial assets to collect contractual cash flows if the Bank is able to explain the reasons for the sales and demonstrate why the sales do not reflect a change in business model. In addition, sales may not conflict with the objective of holding financial assets to collect contractual cash flows if the sales occurred close to the maturity of the financial assets and the proceeds from the sales approximate the remaining contractual cash flows. . 
Business model of holding assets to collect contractual cash flows and selling financial assets 
The Bank holds an asset to both collect the contractual cash flows and sell the asset; this would lead to the possibility of classification into the business model of holding assets to collect contractual cash flows and selling financial assets. The objective of this model can be achieved by receiving the contractual cash flows and selling the asset, unlike the business model of holding assets to collect the contractual cash flows, which only has the objective of receiving the contractual cash flows. Once a financial asset has been designated as a financial asset in the business model of holding assets to collect contractual cash flows and selling financial assets, the financial asset will be required to undergo a contractual cash flow assessment (meet the SPPI test). If the SPPI test is met, the financial asset may be classified as an SPPI, otherwise it may be classified as an SPPI.
This business model involves a greater frequency and volume of sales than the retention business model to generate contractual cash flows. 
Examples of business model objectives that fit the business model of holding assets to collect contractual cash flows and selling financial assets are:
· Daily liquidity management; 
· Retention of a certain level of current yield, and
· The matching of the lives of financial assets to the lives of the financial circumstances by which the assets were funded.
CCOPU business model
If a financial asset or group of assets is not held within the business model of holding assets to collect the contractual cash flows and the business model of holding assets to collect the contractual cash flows and selling the financial assets, it shall be accounted for at fair value through profit or loss (FVTPL). FVTPL is a residual category within the scope of IFRS 9. The objective of the SSOPU business model is to generate cash flows from the sale of financial assets. Asset sales decisions are applied based on the fair value of the assets and are managed to realize their fair value (e.g. trading portfolio of securities). Although the Bank may receive contractual cash flows as it holds financial assets, the objective of this business model is not achieved by both generating contractual cash flows and selling financial assets. This is because the receipt of contractual cash flows is not integral to achieving the objective of the business model; rather, it is incidental.
Subsequent possible changes to the business model
Where cash flows are realized in a manner and amount that differs from the Bank's expectations at the date the Bank performed the business model assessment (for example, where the Bank sells more or less financial assets than expected when the Bank classifies the assets), this does not give rise to a prior period error in the Bank's financial statements, provided that the Bank has considered all relevant information that was reasonably available at the time the business model assessment was performed. 
3.6. [bookmark: _Toc168502034]Assessment of contractual cash flows - SPPI testing
After assessing the business model, the Bank performs the SPPI test. This test is only applicable to financial assets or a group of financial assets that are classified at amortized cost or SPPI.
The SPPI test is designed to determine whether the contractual terms of a financial asset provide for cash flows that are solely payments of principal and interest at specified maturities. In making this assessment, the Bank considers whether the cash flows are consistent with the underlying loan agreement, i.e., interest includes only consideration for the time value of money, credit risk, other underlying credit risks, and overall profitability, which is consistent with the underlying loan agreement. When the contractual terms introduce risk exposures or volatility that are not consistent with the underlying credit agreement, the related financial asset is classified and measured at fair value through profit or loss.
The Bank determines principal and interest as follows:
· Principal debt is determined as the fair value of the financial asset at initial recognition;
· Interest is defined as compensation for the time value of money, the credit risk associated with outstanding principal debt and the cost of holding a financial asset for a specified period, and profitability.
Management assesses whether the contractual cash flows are SPPI in the currency in which the financial asset is denominated.
Contractual terms that give rise to risks or changes in expected contractual cash flows unrelated to the underlying credit terms, such as exposure to changes in the value of capital instruments or commodity prices, do not give rise to contractual cash flows that are SPPI.
If a financial asset contains a contractual provision that modifies the terms or cash flows of the contract (for example, if the asset may be redeemed before maturity or its maturity may be extended), the Bank determines whether the cash flows that may arise over the life of the instrument from the contractual provision are solely payments of principal and interest on the principal outstanding.
To make that judgment, the Bank estimates the contractual cash flows that could occur both before and after the modification arising from the terms of the contract. The Bank may also assess the nature of a contingent event (i.e., a triggering event) that would result in a change in the timing or amount arising from the contract. This assessment may serve as a measurement criterion but is not conclusive.
Financial assets with embedded derivatives are considered in the aggregate when determining whether cash flows are solely payments of principal and interest.
The Bank conducts the SPPI test according to internal documents regulating the procedure, frequency, criteria and methods of the test ("SPPI Methodology").
[bookmark: _Toc168502035]3.7 Reclassification of financial assets to another category 
Once the initial classification has been determined, subsequent reclassifications are permitted only if the Bank changes its business model for managing financial assets. A change in the business model is determined by the Bank's Management as a result of external or internal changes and must be significant to the Bank's operations and demonstrable to external parties. A change in the Bank's business model will occur when the Bank either commences or ceases to perform activities that are significant to its operations.
Reclassifications are to be accounted for prospectively from the date of reclassification. The reclassification date is the first day of the first reporting period after a change in business model that results in the Bank reclassifying financial assets. The Bank shall not restate previously recognized gains or losses (including impairment gains or losses) or interest.
The table below illustrates various reclassification scenarios and their accounting implications.
	Original category
	Subsequent category
	Change in accounting for a financial instrument

	Amortized cost
	SSOPU
	Fair value is determined at the date of reclassification. Any difference between the previous amortized cost and fair value at the date of reclassification is recognized in the income statement.

	SSOPU
	Amortized cost
	The fair value at the date of reclassification becomes its new gross carrying amount. The effective interest rate is determined based on the fair value at the date of reclassification.

	Amortized cost
	MTPAS
	Fair value is determined at the date of reclassification. Any difference between the previous amortized cost and the fair value on reclassification is recognized in other comprehensive income (OCI). The effective interest rate is not adjusted as a result of the reclassification.

	MTPAS
	Amortized cost
	The fair value at the date of reclassification becomes the new carrying amount to be measured at amortized cost. The cumulative gain or loss in OCI is removed from equity and adjusted to the fair value of the financial asset at the date of reclassification. The effective interest rate is not adjusted as a result of the reclassification.

	SSOPU
	MTPAS
	The fair value at the date of reclassification becomes the new carrying amount. The effective interest rate is determined based on the fair value at the date of reclassification.

	MTPAS
	SSOPU
	The fair value at the date of reclassification becomes the new carrying amount. The cumulative gain or loss in OCI is reclassified to profit or loss at the date of reclassification.



[bookmark: _Toc248698822][bookmark: _Toc255041508][bookmark: _Toc374457877][bookmark: _Toc168502036]3.8. Impairment of financial assets
The Bank recognizes a valuation allowance for expected credit losses on all financial assets carried at amortized cost and debt financial assets at fair value through other comprehensive income. The Bank recognizes a provision for such losses at each reporting date.
The Bank estimates expected credit losses on a financial asset in a manner that reflects:
· unbiased and probability-weighted amount determined by assessing the range of possible outcomes;
· the time value of money; and
· Reasonable and acceptable information about past events, current conditions and projected future economic conditions that is available at the reporting date without undue cost or effort.
The Bank uses a three basket model to assess financial assets for impairment based on changes in credit quality since initial recognition:
Change in credit risk after initial recognition
	1
	2
	3

	FIs for which there was no significant increase in credit risk after initial recognition
	FI for which there was a significant increase in credit risk after initial recognition
	FI with objective evidence of impairment at the reporting date

	
	

	Recognition of expected credit losses
	

	Expected credit losses for 12 months
	Expected credit losses over the life of the asset
	Expected credit losses over the life of the asset

	
	
	

	Interest income
	
	

	Calculated at gross carrying amount
	Calculated at gross carrying amount
	Calculated at net book value (less expected losses)



Basket 1 includes financial instruments that have not had a significant increase in credit risk since initial recognition or that have a low credit risk at the reporting date. These instruments recognize losses resulting from defaults that are probable within 12 months after the reporting date.
Basket 2 includes financial instruments that have a significant increase in credit risk after initial recognition but for which there is no objective evidence of impairment. For these financial instruments, expected credit losses are recognized over the life of the asset, but interest income continues to be calculated on the gross carrying amount of the instrument. For financial assets that are more than 30 days overdue, a rebuttable presumption is applied that the credit risk of the financial asset has increased significantly since initial recognition. These assets are migrated to Basket 2 unless the Bank has reasonable and supportable information that shows that the credit risk has not increased.  
Basket 3 includes financial assets that have objective evidence of impairment at the reporting date. Expected credit losses on such financial instruments are recognized over the life of the asset and interest income is calculated on the net carrying amount of the instrument. The Bank applies a rebuttable presumption that default occurs no later than when a financial asset is 90 days past due and migrates to Basket 3, unless the Bank has reasonable and supportable information demonstrating that it is more appropriate to use the default criterion of greater delay in payment.
At the date of recognition, financial assets are included in Basket 1, except for POCI
The Bank performs an assessment using all available information, both qualitative and quantitative, to determine in advance whether there is a significant increase in credit risk:
· Backstop indicator - if more than 30 days overdue, the Bank places loans in Basket 2; if more than 90 days overdue, the Bank places loans in Basket 3;
· Qualitative analysis - financial assets for which there is no backstop indicator are subject to further qualitative analysis. If the Bank has identified financial assets that meet the qualitative characteristics of an increase in credit risk, these loans are included in Basket 2.
· Quantitative analysis - if the changes in PD for a financial asset are greater than a certain threshold, these financial assets are assigned to Basket 2.

For the purposes of determining significant increases in credit risk and recognizing a loss allowance on a collective basis, the Bank groups financial instruments on the basis of common credit risk characteristics in order to facilitate analysis that ensures timely identification of significant increases in credit risk. 
Reversal of impairment provision is recognized in the statement of profit or loss for both financial assets measured at amortized cost and financial assets at fair value through other comprehensive income.
The recoverable amount is limited so as not to exceed the gross amortized cost of the related asset recorded in the statement of financial position.
Loans issued by the Bank
The Bank provides targeted loans to individuals improve their housing conditions. To segregate loans by credit risk, the Bank segments the loan portfolio into the following categories:
1. Interim Loan,
2. Advance Loan,
3. Intermediate_Housing Loan: A housing loan in the past classified as Intermediate,
4. Preliminary_Housing Loan: A housing loan in the past classified as Preliminary,
5. Housing_Housing_Housing Loan: a loan originally recognized as a Housing Loan.
The Bank considers both qualitative and quantitative factors in assessing whether there is a significant increase in the credit risk of loans issued. The Bank considers the following qualitative factors:
· credit history on loans for the last 12 months: if during this period there were delinquencies over 30 calendar days, if there were repeated delinquencies (3 or more times) from 15 to 30 calendar days (inclusive);
· loans on which restructuring measures were applied. Such loans will remain in Basket 2 for 3 months from the date of transfer from Basket 3;
· borrowers for which write-offs were made under payment requests-orders and/or collection orders, from the date of submission and within 6 months from the date of write-off;
· loans for which there is a decrease in the market value of the real estate pledged as a result of revaluation.
To perform the quantitative analysis, the Bank compares the probability of default (PD) ratio at the reporting date and at the date of initial recognition of the asset. The Bank considers the difference in PD over the expected life of the loan at the reporting date and at the date of initial recognition.
Risk parameters
1. For the purpose of credit risk assessment the Bank determines the following risk parameters:
1) PD, 
2) EAD, 
3) LGD. 
2. Risk parameters are based on reasonable and supportable information that reliably reflects recent changes in credit and economic conditions. Risk parameters are based on the Bank's historical information. 
3. Risk parameters are foreseeable, i.e. they include the impact of expected economic conditions, including macroeconomic factors. The Bank does not predict future macroeconomic conditions throughout the expected life of the loan. The degree of judgment required to estimate expected credit losses depends on the availability of necessary information. As the forecast period increases, the availability of detailed information decreases and the degree of judgment required to estimate expected credit losses increases. Therefore, the Bank uses in its calculations the impact of forecast macroeconomic factors only for a period not exceeding three years, after which linear extrapolation of the data to unity is applied.
Calculations of risk and ECL parameters, as well as descriptions of factors affecting these calculations, are provided in internal documents of loan portfolio provisioning.
Other financial assets
Other financial assets of the Bank measured at amortized cost or at fair value through OCI to which the impairment assessment procedure below applies:
· Cash in the National Bank of the Republic of Kazakhstan;
· Cash in banks and other financial institutions;
· Deposits with the National Bank of the Republic of Kazakhstan;
· Interbank deposits with banks and other financial institutions;
· Securities measured at fair value through other comprehensive income;
· Securities measured at amortized cost;
· Receivables from credit-rated counterparties;
· Other financial assets.
Risk parameters
The probability of default (PD) ratio is calculated using a migration matrix based on data from external sources. The main source used by the Bank is data from Moody's rating agency, in case of their absence - data from Standard and Poor's or Fitch. When calculating PD, the Bank divides financial assets depending on the group to which the counterparty belongs: government, corporate or financial institutions. The Bank uses a separate migration matrix for each category. 
The EAD parameter is an estimate of the amount of the credit claim. That is, the amount exposed to default risk, which includes changes in the amount of the credit claim after the reporting date, in particular, interest payments and the nominal value of the financial instrument. The discount rate used is the financial instrument's original effective interest rate.
LGD varies over time depending on payouts and collateral values. Key elements of the LGD ratio:
· Time aspect (division of the EAD parameter into secured and unsecured parts) and
· Changes in the value of collateral over time (in the case of collateral such as real estate, the value may remain unchanged)
In the absence of collateral for a financial instrument and sufficient historical default data, the Bank applies expert judgment. Depending on the circumstances and completeness of data as at the reporting date, the Bank applies one of the following approaches to determine the LGD ratio on a step-by-step basis:
· Historical data. This approach is determined on the basis of historical default data and on the basis of historical recovery rates by applying expert judgment. In the absence of historical data and unrepresentative statistical data on recovered funds and/or investments, the Bank applies the approach described below
· An approach based on historical data from external sources such as rating agencies such as Moody's, Standard & Poor's, or Fitch, which provide recovery rate data based on databases of similar portfolios. The LGD is based on data that is available at the reporting date.
The basic impairment calculation is performed using the following formula:
,
Where:
ECL - expected credit losses for the reporting period in tenge;
MPD is the marginal probability of default;
CPD is the cumulative probability of default;
EAD is the amount at risk of default;
LGD - losses in the event of default;
EIR is the initial effective rate;
n is the number of time periods.
If the amount at risk is defined in Basket 1, ECL is calculated up to 1 year or maturity, whichever is less. For amounts at risk defined in Baskets 2 and 3, the ECL calculation covers the period (number of months) from the current reporting date to maturity.
Assessment of significant increase in credit risk
The Bank assesses credit risk as low for counterparties with credit ratings greater than or equal to BBB- on the international scale from Standard and Poor's or similar ratings from Moody's and Fitch. For counterparties with low credit risk, the Bank does not analyze significant increase in credit risk. 
For the reporting period, the Bank assesses whether there is a significant increase in credit risk for each financial asset (or groups of financial assets with common credit risk characteristics). In case of increase in credit risk, the Bank transfers the asset to the next Basket of the three-stage model.  The Bank determines a significant increase in credit risk based on a three-factor analysis as described above:
· Backstop indicator: to move to the second basket, overdue more than 30 days is considered, to move to the third basket, overdue more than 90 days is considered;
· Quantitative analysis compares the PD ratio at the reporting date and at the time the asset is recognized;
· Qualitative Analysis. The following are examples of factors that the Bank may consider:
1) Actual or expected significant change in the external credit rating of the financial instrument;
2) Deterioration in economic, commercial or financial conditions that may affect the counterparty's ability to meet its obligations (increase in interest rates, increase in unemployment rates);
3) Deterioration of financial indicators of the borrower/issuer (profit, EBITDA, liquidity);
4) Reduction in the value of collateral or guarantees provided;
5) The disappearance of an active market for a financial asset.
If it is probable that the Bank will not be able to collect the full amount of the debt (principal and interest) according to the contractual terms, the Bank recognizes an impairment loss on financial assets. The carrying amount of the asset is reduced to its estimated recoverable amount using the correlating allowance account by the amount of expected credit losses over the life of the asset or a 12-month period.
A detailed description of the valuation of provisions for other financial assets is provided in the Methodology for Impairment of Financial Assets.
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Financial assets and financial liabilities are offset and the net amount reported in the statement of financial position when, and only when, the Bank recognizes a net amount.
· has a currently enforceable legal right to set off the recognized amounts; and
· intends to settle on a net basis or realize the asset and settle the liability simultaneously.
For the first criterion to be met, the Bank must have a legally enforceable right to set-off. This means that the right to set-off:
1) must not be conditional on a future event; and
2) must be legally defensible in all of the following circumstances:
i. in the ordinary course of business;
ii. in the event of default; and
iii. in the event of insolvency or bankruptcy of the Bank or any of its counterparties.
In accounting for a transfer of a financial asset that does not qualify for derecognition, the Bank does not offset the transferred asset and the related liability. Similarly, when receiving an asset that has not been derecognized by the transferring entity, the transferred asset is not offset against the related liability of the transferring entity. For example, if the Bank receives non-cash collateral equal to the transferor's liability to the Bank, the Bank does not have a legally enforceable right to set off those amounts because the transferor has not derecognized the collateral.
If the Bank intends to settle on a net basis or to realize an asset and discharge a liability simultaneously, it can do so if the gross settlement mechanism has features that result in little or no credit and liquidity risk and ensures that receivables and payables are processed through a single settlement process or cycle. For example, the net settlement criterion would be met for a gross settlement system that has all of the following characteristics:
1) financial assets and financial liabilities authorized for offsetting are presented for processing at the same point in time;
2) once the financial assets and financial liabilities have been presented for processing, the parties to the contract are required to fulfill the obligation to settle;
3) there is no possibility of changes in the cash flows arising from assets and liabilities after they have been presented for processing (unless the processing will not take place - see (d) below);
4) assets and liabilities collateralized by securities will be settled by transfer of securities or by a similar system (e.g., delivery versus payment) such that if no transfer of securities occurs, the related receivable or payable for which the securities are collateral will also not be processed (and vice versa);
5) transactions that have not been settled as specified in subparagraph (d) will be resubmitted for processing until they are settled;
6) Settlement is effected through the same settlement organization (e.g., payment system clearing bank, central bank, or central securities depository); and
7) there is a same-day credit facility that allows sufficient amounts to be drawn on the overdraft facility to enable each party to ensure that payments are made on the settlement date and there is virtually certainty that the parties will utilize the same-day credit facility if the need arises.
The Bank presents financial assets and financial liabilities on a net basis when it reflects the Bank's expected future cash flows from the settlement of two or more separate financial instruments. 
When the Bank has the right and intention to receive or pay a net amount, in substance it has only one financial asset or one financial liability. 
In other cases, financial assets and financial liabilities are presented separately from each other in accordance with their characterization as resources or liabilities of the Bank.
Offsetting recognized financial assets and financial liabilities and reporting their net amounts is different from derecognizing a financial liability or asset. 
Whereas offsetting does not result in the recognition of a gain or loss, derecognition of a financial instrument not only results in the removal of the previously recognized item from the statement of financial position, but may also result in the recognition of a gain or loss.
Right of Setoff - The legal right of a borrower, contractually or otherwise, to repay or cancel all, or part, of an amount owed to a creditor by setting off against it the amount due from the creditor. 
Since the right of set-off is a legal right, the conditions under which this right is exercised may vary from jurisdiction to jurisdiction, so the laws applicable to the relationship between the parties must be taken into account.
The existence of a legally enforceable right to set off a financial asset and a financial liability affects the rights and obligations associated with the financial asset and financial liability and may affect the Bank's exposure to credit and liquidity risks. However, the existence of such a right does not, in and of itself, provide a sufficient basis for offsetting.
In the absence of an intention to exercise this right or to settle simultaneously, the amount and timing of future cash flows remains unchanged. 
Where the Bank intends to exercise its right or settle simultaneously, the presentation of the asset and liability on a net basis better reflects the amount and timing of expected future cash flows and the risks to which those cash flows are exposed. 
The intention of one or both parties to settle on a net basis without a legally enforceable right is not a sufficient justification for offsetting because the rights and obligations associated with the individual financial asset and financial liability remain unchanged.
The Bank's intention to settle specific assets and liabilities may be affected by the Bank's usual business practices, financial market requirements and other circumstances that may limit the Bank's ability to settle on a net basis or to settle on a net basis simultaneously. 
If the Bank has a right of set-off but does not intend to net settle or realize the asset and simultaneously settle the liability, the effect of that right on the Bank's credit risk exposure is disclosed in accordance with the requirements of IFRS 7.
Simultaneous settlement of two financial instruments may occur, for example, through a clearing house in an organized financial market or when exchanged directly between the participants in a transaction. 
Under these circumstances, cash flows are essentially equivalent to one net amount and there is no exposure to credit or liquidity risk. 
In other cases, the Bank may settle the two instruments by receiving and paying separate amounts, exposing it to credit risk for the full amount of the asset or liquidity risk for the full amount of the liability. 
Such risks may be significant, although relatively short-lived. Accordingly, the realization of a financial asset and the settlement of a financial liability are considered simultaneous only when the transactions occur at the same time.
The conditions listed above do not apply and netting is generally inappropriate when
· several different financial instruments are used to replicate the characteristics of a single financial instrument ("synthetic instrument");
· financial assets and financial liabilities arise from financial instruments that have the same primary risks (for example, assets and liabilities in a portfolio of forward contracts and other derivative instruments) but different counterparties.
· financial or other assets are pledged as collateral for non-recourse financial obligations;
· financial assets have been placed by the borrower in trust for the purpose of satisfying the obligation and the assets have not been accepted by the creditor in settlement of the obligation (e.g., an agreement to organize a repayment fund); or
· liabilities incurred as a result of loss events are to be presumed to be indemnified by a third party on the basis of a claim under the insurance contract.
If the Bank enters into multiple financial instrument transactions with a single counterparty, it may enter into a "master netting agreement" with that party. 
Such an agreement provides for a single net settlement of all financial instruments included in the agreement in the event of default or termination of any individual contract. 
Such agreements are commonly used by financial institutions to protect against losses in the event of bankruptcy or other circumstances that cause the counterparty to be unable to fulfill its obligations. 
A master netting agreement generally creates a right of set-off that becomes legally enforceable and has an impact on the realization or settlement of individual financial assets or financial liabilities only upon the occurrence of a specified event of default or other circumstances not expected in the normal course of business. 
A master netting agreement does not create a basis for offsetting unless both of the criteria for offsetting set out at the beginning of this section are met. 
Where financial assets and financial liabilities included in a master netting arrangement are not offset, the effects of the netting arrangement on the Bank's exposure to credit risk are disclosed in accordance with the requirements of IFRS 7.
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Financial liabilities are classified as:
· Financial liabilities at amortized cost; or
· Financial liabilities at fair value through profit or loss (FVTPL).
Subsequent to initial recognition, the Bank shall measure all financial liabilities at amortized cost using the effective interest method, except:
· financial liabilities at fair value through profit or loss. Such liabilities, including derivatives that are liabilities, are required to be measured at fair value;
· financial liabilities arising when a transfer of a financial asset does not qualify for derecognition or when the continuing involvement approach is applied;
· financial guarantee contracts commitments to provide a loan at a below-market interest rate.
· contingent consideration recognized by the acquirer in a business combination to which IFRS 3 applies; or

· At initial recognition of a financial liability, the Bank at its own discretion classified it, without the right of subsequent reclassification, as at fair value through profit or loss if this is permitted by IFRS 9.4.3.5 or provides more relevant information as a result of something:
· it will eliminate or significantly reduce inconsistent measurement or recognition approaches (sometimes referred to as an "accounting mismatch") that would otherwise arise from using different bases for measuring assets or liabilities or recognizing related gains and losses; or
· a group of financial liabilities or a group of financial assets and financial liabilities is managed and its performance is evaluated on a fair value basis, in accordance with a documented risk management or investment strategy, and internal information about the group is generated and reported to the Bank's key management personnel on that basis.
For this classification, the Bank presents gain or loss on financial liability as follows:
1) the amount that reflects the change in the fair value of the financial liability attributable to changes in the credit risk of that liability is presented in other comprehensive income;
2) The remaining amount of the change in the fair value of the liability is presented in profit or loss.
However, if this allocation would create or enlarge the effect on profit or loss of an accounting mismatch, the Bank presents all gains or losses on that liability (including the effect of changes in the credit risk of that liability) in profit or loss.
Bonds issued
Bonds issued by the Bank are initially recognized at fair value less transaction costs. Subsequent accounting is performed at amortized cost using the effective interest method.
Bonds may be placed at a price different from their face value. Bonds placed at a price lower than face value are called bonds realized at a discount. Bonds placed at a price above par value are called bonds realized at a premium. Premium and discount, including initial transaction costs, are included in the carrying amount of the bond and amortized over the life of the bond issue to the Bank's interest expense.
Transaction costs include additional costs directly attributable to the issue or redemption of bonds, including fees and commissions paid to issue organizers, consultants, brokers and dealers, regulatory and stock exchange fees, as well as taxes and transfer fees.
Interest rates on 
The amount of coupon payments on issued bonds and their periodicity is determined in accordance with the terms and conditions of the bonds issue.
Indexation of bonds, which issue terms stipulate indexation, is made daily at the market rate. At that, the index component of bonds should be accounted for in the order provided for accounting of embedded derivatives.
If the Bank repurchases a portion of outstanding bonds issued with different amortized cost basis, the previous carrying amount of the bonds is allocated between the portion that continues to be recognized and the portion that is derecognized. The carrying amount is allocated based on the relative fair values of the portions at the redemption date using the weighted average method of write-off.
The bonds issued into circulation are redeemed at maturity date by paying their face value. On the day of bonds redemption the additional interest for the last coupon period is made.
Transactions under sale and repurchase agreements, securities loans
Transactions under sale and repurchase agreements (repurchase agreements), which actually provide the counterparty with a lender's return, are treated as secured financing transactions.        
Securities sold under sale and repurchase agreements are not derecognized. 
Securities are not reclassified to another balance sheet caption unless the transferee has the right by contract or custom to sell or repledge the securities, in which case they are reclassified as repurchase receivables. In such cases they are classified as repurchase receivables. The corresponding liability is presented within amounts due to other banks or other borrowed funds or other financial liabilities. 
Securities purchased under agreements to resell ("reverse repo") which effectively provide a lender's return to the Bank are not recognized as an asset, but rather the rights of claim against the counterparty are recorded as "Repurchase receivables" and "Cash and cash equivalents" depending on their maturity. The difference between the sale and repurchase price is recognized as interest income and accrued over the life of repo agreements using the effective interest method. 
Securities lent to counterparties for a fixed fee are retained in the financial statements in their original balance sheet caption unless the counterparty has the right by contract or custom to sell or repledge the securities, in which case they are reclassified to a separate balance sheet caption. In such cases, they are reclassified to a separate balance sheet item. 
Securities borrowed for a fixed fee are not recognized in the financial statements, unless they are sold to third parties. In such cases, the financial result from purchase and sale of these securities is recognized in profit or loss in the line "Gains less losses arising from trading securities". The obligation to return securities is recorded at fair value within "Other borrowed funds"
Amounts due to customers
            Attracted deposits and funds on current accounts of customers are accounted by the Bank separately for each type of deposit and depositor on the basis of the concluded agreement on housing construction savings (hereinafter referred to as HCS agreement), agreement on educational savings deposit and current account of customers on the respective balance sheet accounts in KZT, taking into account the sign of residency. 
Deposits are recognized in the accounting records at the moment when money is credited to the deposit account, unless otherwise provided for by the terms and conditions of the concluded agreement. Depending on the terms and types of attracted deposits are classified as:
-	short-term deposits (up to one year), including deposits subject to mandatory collective guarantee;
-	long-term deposits (over one year), including deposits subject to mandatory collective guarantee;
-	deposits that are collateral (pledge, guarantee, deposit) of customers' obligations.

At initial recognition, contributions are recognized at amortized cost using the effective interest method.

Amounts of rates, procedure for payment of remuneration on customer deposits and funds on current accounts of customers - legal entities are established in the agreement.

When calculating interest on term deposits and funds on current accounts of legal entities, the number of days in a year equal to 360 days and 30 days in a month shall be taken into account, unless otherwise provided for by the terms and conditions of the concluded agreement.

Remuneration on attracted customer funds is accrued at the interest rate in accordance with the terms and conditions of the concluded agreement and is recognized in the Bank's expenses at least once a month, not later than the last working day of the month. 

Under educational savings deposit agreements, capitalization of accrued interest on deposits is made monthly at the opening of the operating day, of the following month.  

At the end of the year, no later than the last working day, the accrued interest under HCS contracts is capitalized.

Long-term deposits denominated in tenge are not subject to indexation for changes in the exchange rate. 
In case of early withdrawal of the deposit amount by the depositor by means of full withdrawal of money from the account (termination of the HCS agreement and the educational savings deposit agreement), the amount of interest shall be recalculated/added or reversed in accordance with the internal document regulating the accounting of attracted money. 

In case of accepting money (deposit) as a pledge (security) for fulfillment of depositor's liabilities to the Bank, the amount of money accepted as a pledge shall be reflected on the account "Short-term/long-term deposit of individuals as a security of customers' liabilities". 

In case of accepting money as a security (pledge/pledge) for the client's obligations, it shall be reflected on the account "Account for keeping money accepted as a security (pledge, deposit) for the client's obligations". 

Upon reaching certain conditions on the attracted deposit described in internal documents, the Bank recognizes a contingent loan commitment in the amount stipulated in the HCS agreement, which is written off from contingent liability accounts upon loan disbursement or the depositor's refusal to receive the loan.

	At that, the amount of money on bank accounts shall not be more than the amount of transactions performed on them, stipulated by this subparagraph
 (Subparagraph " Loans received and deposits placed with non-market terms " of item 3.10. was excluded by the decision of the Board of Directors dated 31.10.2019 (Minutes No. 13):
(Attracted customer funds " of item 3.10. was supplemented by the decision of the Board of Directors dated 31.05.2024 (Minutes No. 7).

State's Housing Construction Savings Award
The state premium on housing construction savings (hereinafter - state premium) represents money annually allocated from the state budget and accrued on the accumulated amount of the deposit, taking into account the accrued interest of the Bank as of January 01 of the year following the reporting year. 
The order and conditions of payment of the state premium is carried out in accordance with the normative legal acts of the Republic of Kazakhstan.
In case of early termination of the HCS contract in cases stipulated by the Law of the Republic of Kazakhstan "On Housing Construction Savings in the Republic of Kazakhstan", the state premium is subject to return to the budget if the term of accumulation of deposits is less than three years. 
    
Corrective accounting entries are made for the amount of accrued remuneration for the state bonus in the current reporting period to reverse the accrued remuneration and reduce the expenses of the reporting period. 
Corrective accounting entries shall be made for the amount from capitalized remuneration to prior years' State premium to reverse it from the contribution account and reduce the expenditure of the accounting period. 
Crediting of the state premium amount to the depositors' accounts is made after its actual receipt from the Budget Program Administrator in accordance with the requirements of the legislation of the Republic of Kazakhstan
State premium under the educational savings deposit agreement
The order and conditions of accrual, payment and repayment of the state premium under educational savings deposit agreements are regulated by the Law of the Republic of Kazakhstan "On the State Educational Savings System".
(The subparagraph " State Premium under the Educational Savings Deposit Agreement" of paragraph 3.10. was added by resolution of the Board of Directors dated May 31, 2024 (Minutes No. 7).
Financial guarantee contracts and loan commitments
Financial guarantee contracts are contracts that require the issuer to make specified payments to reimburse the holder for a loss it incurs because a specified debtor fails to make payments when due in accordance with the terms of a debt instrument. Such financial guarantees are provided to other parties on behalf of customers to secure loans, overdrafts and other banking facilities.
Financial guarantee contracts are initially measured at fair value and subsequently measured at the higher of:
· The amount of loss allowance (calculated as described in section 3.8); and 
· Premium received on initial recognition, net of income recognized in accordance with the principles of IFRS 15.
Loan commitments collateralized by the Bank are measured at the amount of provision for losses. 
For loan commitments and financial guarantee contracts, the allowance for losses is recognized as a provision. However, for contracts that include both a loan and an undrawn commitment, and where the Bank is unable to separately identify the expected credit losses on the undrawn commitment component from those on the loan component, the expected credit losses on the undrawn commitment are recognized together with the allowance for loan losses. To the extent that the aggregate expected credit losses exceed the gross carrying amount of the loan, the expected credit losses are recognized as a provision.
Derecognition
Financial liabilities are derecognized when they are extinguished (i.e., when a contractual obligation is discharged, cancelled or expires).
Exchanges between the Bank and its original lenders of debt instruments with substantially different terms, as well as significant modifications to the terms of existing financial liabilities, are accounted for as extinguishments of the original financial liability and the recognition of a new financial liability. Terms are substantially different if the discounted present value of the cash flows under the new terms, including any fees paid, net of any fees received and discounted using the original effective interest rate, differs by at least 10% from the discounted present value of the remaining cash flows of the original liability. In addition, other qualitative factors such as the currency in which the instrument is denominated, changes in the interest rate, new conversion features of the instrument and changes in covenants are considered. If an exchange of debt instruments or modification of terms is accounted for as a redemption, any costs or fees incurred are recognized in profit or loss on redemption.  If the exchange or modification is not accounted for as a redemption, any costs or fees incurred adjust the carrying amount of the liability and are amortized over the remaining term of the modified liability. The difference between the present values of the new and old cash flows is recognized in profit or loss as income or expense.
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The classification of liabilities and equity instruments is a complex process and requires an evaluation of each component of the contractual terms of the instrument. 
The Bank, as the issuer of a financial instrument, is required, at initial recognition, to classify the instrument or its components as a financial liability, financial asset or equity instrument in accordance with the substance of the contractual arrangement and the definitions of a financial liability, financial asset and equity instrument.
An instrument shall be classified as an equity instrument, rather than a financial liability, only when both of the following conditions are met:
1) instrument does not contain a contractual obligation:
· Transfer cash or another financial asset to another entity; or 
· exchange financial assets or financial liabilities with another entity on terms that are potentially unfavorable to the issuer.
2) if the instrument will or can be settled by delivery of the issuer's own equity instruments, it is: 
· A non-derivative instrument for which the issuer has no contractual obligation to deliver a variable number of its own equity instruments; or
· a derivative instrument that will be settled by the issuer only by exchanging a fixed amount of cash or another financial asset for a fixed number of its own equity instruments. 
A contractual obligation, including one arising in connection with a derivative financial instrument, that is or may be expected to result in the future receipt or delivery of the issuer's own equity instruments but that does not meet the above conditions (a) and (b) is not an equity instrument
The following table reflects the classification of a financial instrument as either a liability or equity for derivative instruments that are settled only by exchanging cash or another financial asset for own equity instruments:
	The agreement is settled by equity instruments
	Cash amount of the consideration in the issuer's functional currency
	Number of equity instruments
	Classification

	Scenario 1
	Fixed
	Variable
	Financial liability

	Scenario 2
	Variable
	Variable
	Financial liability

	Scenario 3
	Variable
	Fixed
	Financial liability

	Scenario 4
	Fixed in a currency other than the functional currency
	Fixed
	Financial liability

	Scenario 5
	Fixed
	Fixed
	Capital


An exception to the definitions above is an instrument that would fall within the scope of a financial liability but is classified as an equity instrument if it has all the characteristics and conditions specified below: 
· A puttable instrument is a financial instrument that gives the holder the right to return it to the issuer (i.e. the Bank) in exchange for cash or another financial asset. 
· Instruments, or components of instruments, that expose the Bank to an obligation to deliver to the other party a pro rata share of the net assets only on liquidation. The obligation arises when liquidation is certain (in the case of companies with a finite life) or when liquidation is uncertain but the holder of the instrument has the right (option) to liquidate. 
A non-derivative puttable financial instrument or a liability on liquidation (for example, for an entity with a finite life) is classified as equity if it meets all of the criteria below: 
	Criteria
	Comments

	1- An instrument is a member of a class of instruments that are subordinate to all other classes of instruments. This means that it: 
· should not have any priority over other claims on the Bank's assets on liquidation, and 
· need not be convertible into another instrument before it is included in a class of instruments subordinate to all other classes of instruments.
	The instrument's claim on liquidation is measured as if the Bank were liquidated at the date of classification. 
If the Bank has two equally subordinated classes of instruments with different terms and conditions, neither can be classified as equity. 

	2. For instruments with early redemption rights, all instruments in the class have the same characteristics. 
For liabilities arising on liquidation, only liabilities on liquidation need to be identical for all instruments in that class. 
	In order to be identical, all early redemption instruments in the class must:
· have the same formula or a different method of calculating the redemption price; 
· equally categorized in liquidation;
· have the same voting rights; 
· all other characteristics must be the same. 

	(3) The instrument shall entitle the holder to a pro rata share of the net assets of the entity on liquidation. 
	An instrument with a preferential right on redemption is not an instrument with a right to a proportionate share of the entity's net assets. Thus, if an instrument with early redemption rights has a right to a fixed amount of dividends on liquidation in addition to its share of the entity's net assets, but another instrument in the class does not have the same right on liquidation, none of the instruments in the class can be equity. 

	4 For puttable instruments only, the total expected cash flows attributable to the instrument over the life of the instrument must be based substantially on profit or loss, changes in recognized net assets or changes in the fair value of the entity's recognized and unrecognized net assets over the life of the instrument (excluding the effects of the instrument). 
	The cash flows attributable to the instrument over its term must be based on the income and expenses or change in net assets of the entity as a whole, not just a portion of the business. 


	5. There are no other tools that:
· significantly limit or lock in the profit earned by the instrument holder; and 
· have total cash flows based primarily on profit or loss, changes in recognized net assets or changes in the fair value of the entity's recognized and unrecognized net assets during the term of the instrument (excluding the effects of the instrument). 
	If a puttable instrument provides a fixed or limited return because of an interaction with other instruments issued by the entity (e.g., the other instrument participates in a share of net assets), the instrument is not equity. 
A non-financial contract with an instrument holder should be disregarded if that contract has the same terms and conditions as a contract with a party that is not the instrument holder. 

	6. For put instruments only, the instrument must not contain any characteristics of the liability other than the put option itself. 
	An instrument with an early redemption right cannot have a contractual obligation other than the put option itself and therefore cannot be a compound instrument. However, for instruments with obligations arising on liquidation, there is no requirement for other contractual obligations and therefore the instrument may be a compound instrument. 
So, for example, an instrument with an early redemption right that has a liability:
· distribute current period profits at the request of each holder on the basis of a pro rata share of the organization's profits; or 
· Allocate all taxable income as required by the organization's regulations 
cannot be classified as an equity instrument.


No contractual obligation to deliver cash or another financial asset
Except for the conditions described in the paragraphs above for puttable instruments, the most important feature of a financial liability that distinguishes it from an equity instrument is the existence of a contractual obligation for one party to the financial instrument (the issuer) to transfer cash or another financial asset to the other party (the holder), or to exchange financial assets or financial liabilities with the holder on terms that are potentially unfavorable to the issuer. Although the holder of an equity instrument may be entitled to receive a pro rata share of dividends or other distributions from equity, the issuer has no contractual obligation to make such distributions because it cannot be required to transfer cash or another financial asset to another party.
The classification of a financial instrument in the Bank's statement of financial position is determined by its substance rather than its legal form. The substance usually corresponds to the legal form, but not always. Some financial instruments have the legal form of equity but the substance of the instrument is a liability, while others may have a combination of the features of both equity instruments and financial liabilities. 
If the Bank does not have an unconditional right to avoid transferring cash or another financial asset to settle a contractual obligation, then the obligation meets the definition of a financial liability, except for instruments classified as equity instruments in accordance with the paragraphs above. For example:
· a limitation on the Bank's ability to meet a contractual obligation, such as the unavailability of foreign currency or the need to obtain regulatory approval for a payment, does not relieve the Bank of its contractual obligations or terminate the holder's contractual rights under the instrument;
· a contractual obligation that is contingent upon the other party to the transaction exercising its right of redemption is a financial liability because the Bank does not have an unconditional right to avoid delivering cash or another financial asset.
A financial instrument that does not explicitly create a contractual obligation to deliver cash or another financial asset may establish it implicitly through terms and conditions. 
For example:
· a financial instrument may contain a non-financial liability that must be extinguished when, and only when, the Bank fails to make a distribution or redeem the instrument. If the Bank can avoid a transfer of cash or another financial asset only by extinguishing a non-financial liability, the financial instrument is a financial liability;
· a financial instrument is a financial liability if its terms require that the Bank transfers upon maturity:
· either cash or another financial asset; or
· its own shares, the value of which would be substantially in excess of cash or another financial asset.
Although the Bank has no explicit contractual obligation to deliver cash or another financial asset, the amount to be settled in shares is such that the Bank will settle in cash. In either case, the holder is essentially guaranteed to receive an amount that is at least equal to the amount settled in cash.
Settlement with own equity instruments 
A contract is not an equity instrument solely because it may result in the Bank receiving or giving up its own equity instruments. The Bank may have a contractual right or obligation to receive or transfer its own shares or other equity instruments in an amount that varies so that the fair value of the Bank's own equity instruments to be received or transferred equals the amount of the contractual right or obligation. 
The contractual right or obligation may be a fixed amount or an amount that varies, in part or in full, in response to changes in a variable other than the market price of the Bank's own equity instruments (e.g. interest rate, quoted market price of a commodity or financial instrument). 
Two examples of such contracts are: 
· a contract to deliver the entity's own equity instruments with an aggregate value equal to 100 US dollars, and
· an agreement to deliver the entity's own equity instruments with an aggregate value equal to the value of 100 ounces of gold. 
Such contracts are a financial liability of the Bank, even though the Bank is obliged or able to extinguish it by delivering its own equity instruments. 
The contract is not an equity instrument because the Bank uses a variable number of its own equity instruments to settle the contract. Accordingly, the contract does not represent the Bank's residual interest in the assets of the Bank after deducting all of its liabilities.
A contract that will be settled by the Bank by giving (or receiving) a fixed number of its own equity instruments in exchange for a fixed amount of cash or another financial asset is an equity instrument. 
For example, a stock option issued that entitles the counterparty to purchase a fixed number of shares of the Bank at a fixed price or in exchange for bonds with a fixed principal amount is an equity instrument. 
Changes in the fair value of a contract as a result of fluctuations in market interest rates that do not affect the amount of cash or another asset to be paid or received, or the number of equity instruments to be received or given, on settlement of the contract do not prevent the contract from being classified as an equity instrument. 
Any consideration received (such as premium received for an option issued or a warrant over the Bank's own shares) is recognized directly in equity. Consideration paid (such as the premium paid for an option purchased) is deducted directly from equity. Changes in the fair value of an equity instrument are not recognized in the financial statements.
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Some instruments may combine features of both equity instruments and financial liabilities. Such financial instruments are referred to as compound or combined financial instruments. 
When a financial instrument includes liability and equity components, the Bank classifies those components separately in accordance with the definitions of a financial liability and an equity instrument. 
For example, convertible bonds may include:
· the obligation to repay the bonds, which are recorded in financial liabilities, and
· conversion option, which is recognized in equity.
The original classification of the components of a compound financial instrument remains unchanged even if economic conditions change that alter the ability to exercise the conversion right. 
For the purposes of initial recognition and measurement of a compound financial instrument, the Bank: 
· determines the fair value of a compound financial instrument;
· determines the fair value of the debt component (based on the fair value of similar liabilities not related to the equity component) and recognizes it in financial liabilities;
· classifies the residual amount after deducting the estimated amount of the liability from the fair value of the compound financial instrument as a component of equity; 
The Bank classifies issued preferred shares in accordance with the following principles:
1) if, based on the contractual terms, the preferred shares are to be redeemed (the issuer has a contractual obligation to transfer financial assets (cash) to the shareholders, i.e. the value of the share is redeemed by the issuer), the preferred shares are recognized in financial liabilities; 
2) If the contract does not require redemption of preferred stock, the classification and subsequent accounting for preferred stock depends on the following:
1) the discounted amount of future cash flows relating to the dividend payment is recognized as a financial liability. Therefore, this financial liability is carried at amortized cost with amortization charged to finance costs;
2) the difference between the amount at issue and the present value of future cash flows attributable to the dividend payment is recognized as an equity instrument and recorded in equity.
Interest, dividends, losses and gains
Interest, dividends, losses and gains relating to a financial instrument or a component of a financial liability classified as a financial liability shall be recognized as expenses or income in the profit and loss account. 
Funds distributed to equity instrument holders shall be recognized by the entity directly in equity. 
Capital transaction costs should be charged or credited to equity. Income taxes related to distributions to equity instrument holders and capital transaction costs should be accounted for in accordance with Chapter 2, Section 13, "Taxes".
The classification of a financial instrument as a financial liability or an equity instrument determines whether interest, dividends, losses and other income relating to that instrument are recognized as expenses or income in profit or loss. 
Thus, dividend payments on shares fully recognized as a liability are classified as an expense, similar to interest on bonds. 
Similarly, gains and losses on the extinguishment or refinancing of financial liabilities are recognized in the income statement, while the extinguishment or refinancing of equity instruments are reported as changes in equity. 
Changes in the fair value of an equity instrument are not recognized in the financial statements.
An entity normally incurs various costs in issuing or acquiring its own equity instruments. These costs may include registration and other mandatory fees, fees for lawyers, auditors and other professional advisors, and printing and stamping costs. 
Capital transaction costs are to be charged or credited to equity to the extent that they are incremental costs that are directly attributable to the capital transaction and could have been avoided in the absence of the transaction. 
The costs of a capital transaction that has been terminated without completion are recognized as an expense.
Transaction costs associated with issuing a compound instrument are allocated to the liability and equity components in proportion to the allocation of proceeds. Transaction costs associated with two or more transactions (e.g., the issuance of shares at the same time as the listing of shares of another issue on a stock exchange) are allocated between the transactions on a reasonable basis that should be applied consistently to similar transactions.
Gains and losses relating to changes in the carrying amount of a financial liability are recognized as income or expense in profit or loss, even if they relate to an instrument containing a right to a residual interest in the Bank's assets in exchange for cash or another financial asset. 
The Bank shall present the gain or loss arising from the re-measurement of such an instrument separately in the statement of comprehensive income itself when such presentation is relevant to explain the Bank's performance.
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When a financial asset or financial liability is recognized initially, the Bank measures it at its fair value plus, in the case of a financial asset or financial liability not at fair value through profit or loss, transaction costs that are directly attributable to the acquisition or issue of the financial asset or financial liability.
The procedure for subsequent accounting of financial instruments in the accounting accounts differs for different categories of financial instruments.
In general terms, the accounting treatment of financial assets by financial institutions is summarized in the table below:
	Type of tool
	Debt instruments
	Derivative financial instruments
	Equity instruments

	Category
	Amortized cost
	MTPAS
	SSOPU
	SSOPU
	MTPAS
	SSOPU

	Initial recognition
	Fair value + transaction costs
	Fair value + transaction costs
	Fair value (transaction costs are not included)
	Fair value (transaction costs are not included)
	Fair value + transaction costs
	Fair value (transaction costs are not included)

	Follow-up evaluation
	Amortized cost
	Fair value
	Fair value
	Fair value
	Fair value
	Fair value

	Gains/losses on changes in fair value
	-
	Allowance for changes in fair value (in other comprehensive income)
	Gains less losses arising from transactions with this financial asset
	Gains less losses from operations with derivative financial instruments
	Allowance for changes in fair value (in other comprehensive income)
	Gains less losses from other financial assets at fair value through profit or loss

	Percentages
	Revenue (at effective interest rate)
	Revenue (at effective interest rate
	Revenue (at effective interest rate
	-
	-
	-

	Dividends
	-
	-
	-
	-
	Other operating income
	Other operating income

	Impairment losses
	Impairment losses
	Impairment losses
	-
	-
	-
	-





The accounting treatment of financial liabilities by financial institutions is summarized in the table below:
	Type of tool
	Financial liabilities
	Derivative financial instruments
	Financial guarantee contracts
	Application of the SSOPU accounting option

	Category
	Amortized cost
	SSOPU
	Accounting for financial guarantees
	SSOPU

	Initial recognition
	Fair value + transaction costs
	Fair value (transaction costs are not included)
	Fair value (transaction costs are not included)
	Fair value (transaction costs are not included)

	Subsequent evaluation
	Amortized cost
	Fair value
	The higher of: the amount of the loss allowance and the amount initially recognized less, where appropriate, the total amount of income recognized in accordance with the principles of IFRS 15 
	Fair value

	Gains/losses on changes in fair value
	-
	Gains less losses from operations with derivative financial instruments
	Provision for credit related commitments (expenses less income)
	Gains less losses arising from transactions with this financial instrument, except for the own credit risk component, which is recognized in OCI

	Percentages
	Effective interest expense
	Gains less losses from operations with derivative financial instruments
	Fee and commission income
	Effective interest expense



Financial instruments denominated in foreign currencies are translated into KZT at the market exchange rate at the end of the reporting period.
Exchange differences arising from the translation of a financial asset/liability into KZT or from the extinguishment of debt are recognized in foreign exchange income/expense.
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The Bank recognizes a disposal of financial assets only when:
· the contractual rights to the cash flows from the financial asset expire;
· it transfers a financial asset as set out below.
A disposal of a financial asset is classified as a transfer when one of the following conditions is met:
1) The Bank transfers the contractual rights to receive cash flows from the financial asset; or
2) The Bank retains contractual rights to receive cash flows from the financial asset but assumes a contractual obligation to pay those cash flows to one or more recipients under an arrangement that meets the following three conditions:
· The Bank has no obligation to repay the amounts to the ultimate recipients unless it receives equivalent amounts on the original asset. The Bank's making of short-term advances with the right of full repayment of the amount advanced plus accrued interest at market rate does not breach this covenant;
· the terms of the cash transfer agreement prohibit the Bank from selling or pledging the original asset, except to the ultimate recipient as security for the obligation to repay;
· the Bank has an obligation to transfer funds collected on behalf of the ultimate recipient without material delay. In addition, the Bank does not have the right to reinvest such cash, other than investments in cash or cash equivalents, during the short settlement period from the date of collection to the date of the required transfer to the ultimate recipient, with interest earned on such investment being passed on to the ultimate recipient.
When transferring a financial asset, the Bank assesses the extent to which it retains the risks and rewards of ownership of the asset. In doing so:
· if substantially all the risks and rewards of ownership of an asset have been transferred, the Bank recognizes the financial asset as a disposal of the financial asset and separately recognizes as an asset or liability any rights or obligations received in the transfer;
· if the Bank retains substantially all the risks and rewards of ownership of a financial asset, the Bank shall continue to recognize the financial asset;
· if the Bank neither transfers nor retains substantially all the risks and rewards of ownership, the extent to which it controls the financial asset is assessed. In this case:
· if the Bank does not retain control, the Bank derecognizes the financial asset and recognizes separately as assets or liabilities those rights and obligations created or retained in the transfer;
· if the Bank retains control, it shall continue to recognize the financial asset to the extent of its continuing involvement in the financial asset.
The transfer of risks and rewards is measured by comparing the risk of changes in the amounts and timing of net cash flows from the transferred asset to which the Bank is exposed before and after the transfer. 
The Bank retains substantially all the risks and rewards of ownership of a financial asset if the risk of changes in the present value of the future net cash flows of the financial asset to which the Bank is exposed does not change significantly as a result of the transfer. For example, because the Bank sold the financial asset under a repurchase agreement at a fixed price or at the sale price plus the lender's profit. 
The Bank has transferred substantially all the risks and rewards of ownership of a financial asset, unless the exposure to such risks and rewards is no more significant than the total possible changes in the present value of the future net cash flows attributable to the financial asset. For example, because the Bank sold a financial asset subject only to an option to repurchase it back at fair value at the time of repurchase, or transferred a fully proportionate share of the cash flows from a larger financial asset under an arrangement such as a loan participation that meets the conditions in the paragraph above.
In many cases it is clear that the Bank has transferred or retained substantially all the risks and rewards of ownership of a financial asset and no settlement is necessary. 
In other cases, the impact on the Bank of changes in the present value of future net cash flows before and after the transfer should be calculated and compared. 
The calculation and comparison is made using the relevant current market interest rate as the discount rate. All reasonably possible changes in net cash flows are taken into account, with greater weight given to those outcomes that are more likely than not to occur.
The Bank's retention of control over the transferred asset is dependent on the ability of the receiving party to sell the asset. If the transferee has the practical ability to sell the asset in its entirety to an unrelated third party and the transferee can exercise its option to do so unilaterally without needing to impose additional restrictions on the transfer, the Bank has not retained control. In all other cases, the Bank retains control.
Transfers qualifying for derecognition
If the Bank transfers a financial asset in a manner that qualifies for derecognition in its entirety and retains the right to service the financial asset for a fee, the Bank shall recognize an asset or a liability for such a servicing contract. 
If the consideration to be received is not expected to compensate the Bank sufficiently for providing the service, a service liability should be recognized at fair value. 
If the consideration to be received is expected to be more than adequate compensation for servicing, a servicing asset should be recognized for the amount determined based on the allocation of the carrying amount of the greater financial asset in accordance with the paragraph below.
If, as a result of a transfer, a financial asset is derecognized in its entirety but the transfer results in the Bank obtaining a new financial asset or incurring a new financial liability or service obligation, the Bank shall recognize the new financial asset, financial liability or service obligation at fair value.
On derecognition of a financial asset in its entirety, the difference between:
· book value, and
· the sum of the consideration received (including newly acquired assets less newly assumed liabilities) and the cumulative gain or loss recognized in other comprehensive income,
should be recognized in profit or loss.
If the transferred asset forms part of a larger financial asset (for example, when the Bank transfers interest cash flows that form part of a debt instrument) and the transferred part qualifies for derecognition in its entirety, the previous carrying amount of the larger financial asset shall be allocated between the part that continues to be recognized and the part that is derecognized based on the relative fair values of those parts on the date of the transfer. 
For this purpose, the retained servicing asset should be accounted for as part of the continuing recognition. The difference between
· the carrying amount allocated to the derecognized portion, and
· the sum of the consideration received for the portion derecognized (including newly acquired assets less newly assumed liabilities) and the cumulative gain or loss allocated to that portion that was recognized in other comprehensive income,
should be recognized in profit or loss. 
The cumulative gain or loss that has been recognized in other comprehensive income is allocated between the part that continues to be recognized and the part that is derecognized based on the relative fair values of those parts.
If the Bank allocates the previous carrying amount of a larger financial asset between the part that is being continued and the part that is derecognized, the fair value of the part that is being continued must be measured. 
If there is no quoted price or recent market transactions that would provide a basis for determining the fair value of the part of the asset that is being derecognized, the best estimate is the difference between the fair value of the larger financial asset as a whole and the consideration received from the transferee for the part of the asset that is derecognized.
Transfers that do not qualify for derecognition
If the transfer does not result in derecognition because the Bank retains substantially all the risks and rewards of ownership of the transferred asset, the Bank shall continue to recognize the transferred asset in its entirety and shall recognize a financial liability for the consideration received. In subsequent periods, the Bank shall recognize all income from the transferred asset and all expenses incurred for the financial liability.
Continuing involvement in transferred assets
Where the Bank has neither transferred nor retained substantially all the risks and rewards of ownership of a transferred asset, but has retained control of the transferred asset, the Bank continues to recognize the transferred asset to the extent of its continuing involvement in the asset. The extent of the Bank's continuing involvement in the transferred asset is the extent to which it is exposed to the risk of changes in the value of the transferred asset.
Where the Bank continues to recognize an asset to the extent of its continuing involvement, the Bank also recognizes a related liability. The asset and the associated liability are measured on a basis that reflects the rights and obligations retained by the Bank. The associated liability is measured such that the net carrying amount of the transferred asset and the associated liability is:
· the amortized cost of the rights and obligations retained by the Bank if the transferred asset is measured at amortized cost; or
· equal to the fair value of the Bank's retained rights and obligations measured on a stand-alone basis if the transferred asset is measured at fair value.
The Bank shall continue to recognize any income arising from the transferred asset to the extent of its continuing involvement and shall recognize the expense incurred for the related liability.
For subsequent measurement purposes, recognized changes in the fair value of the transferred asset and the associated liability are accounted for in a consistent manner in accordance with the accounting policy for the class of the asset.
Where the Bank continues involvement in only part of a financial asset (for example, where the Bank retains a right to repurchase part of a transferred asset or retains a residual interest in the asset that does not result in the retention of substantially all the risks and rewards of ownership and the Bank retains control), the Bank allocates the previous carrying amount of the financial asset between the part it continues to recognize under its continuing involvement, and the part it derecognizes based on 
For these purposes, the difference between:
· the carrying amount allocated to the portion that is no longer recognized, and
· the sum of the consideration received for the part no longer recognized and the cumulative gain or loss allocated to it that had been recognized in other comprehensive income, 
should be recognized in profit or loss. 
The cumulative gain or loss that had been recognized in other comprehensive income is allocated between the part that continues to be recognized and the part that is no longer recognized on the basis of the relative fair values of those parts.
If the transferred asset is measured at amortized cost, the option in these accounting policies to designate a financial liability as at fair value through profit or loss does not apply to the related liability.

All programs
If the transferred asset continues to be recognized, the asset and the associated liability should not be offset. Similarly, the Bank should not offset income arising from the transferred asset with expenses incurred for the related liability.
If the transferor provides non-cash collateral (such as a debt or equity instrument) to the transferee, the accounting for that collateral by the transferor and the transferee depends on whether the transferee has the right to sell or repledge the collateral and whether or not the transferor has fulfilled its obligations. 
The transmitting and receiving parties should account for such collateral as follows:
· if the receiving party has the right, by contract or custom, to sell or repledge the collateral, the transferor must reclassify the asset in its statement of financial position (for example, as a loan asset, pledged equity instrument or repurchase receivable) separately from other assets. The transferor shall continue to account for the collateral as its asset and the transferee shall not account for the collateral as an asset;
· if the receiving party sells the collateral pledged to it, it should recognize the proceeds from the sale and a liability measured at fair value to return the collateral. The transferor shall continue to account for the collateral as its asset and the transferee shall not account for the collateral as an asset;
· if the transferor fails to comply with the terms of the contract and has no right to receive the collateral back, the transferor should derecognize the collateral and the transferee should recognize the collateral as its asset initially measured at fair value or, if it has already sold the collateral, derecognize its obligation to return the collateral.

The flowchart below schematizes the derecognition criteria:
Has the Bank assumed an obligation to pay cash flows associated with the asset?
Consolidate all subsidiaries (including special purpose entities)
Determine whether the flowchart should be applied to part or all of the asset (or a group of similar assets)?
Stage 1
Stage 2
Have the rights to the cash flows associated with the asset expired?
Derecognize the asset
Yes
No
Step 3
Has the Bank transferred its rights to receive cash flows from the asset?
The asset continues to be recognized
No
Yes
Step 4
Yes
Has the Bank transferred substantially all the risks and rewards?
Has the Bank substantially retained all risks and rewards?
Has the Bank retained control over the asset?
The asset continues to be recognized to the extent of continuing involvement in the asset
Derecognize the asset
The asset continues to be recognized
Derecognize the asset
No
Yes
Yes
Yes
Step 5







Derecognition of a financial liability
The Bank removes a financial liability (or a part of a financial liability) from the statement of financial position only when it is extinguished, i.e. when the obligation specified in the contract is discharged or canceled or expires.
Exchanges between an existing borrower and lender of debt instruments with substantially different terms and conditions should be accounted for as an extinguishment of the original financial liability and the recognition of a new financial liability. 
Similarly, a substantial modification of the terms of an existing financial liability or part of it (whether or not the modification is attributable to the financial difficulties of the debtor) should be accounted for as an extinguishment of the original financial liability and the recognition of a new financial liability.
The Bank recognizes a change in terms as significant if, under the new terms, the present value of the cash flows discounted using the effective interest method, including fees paid and net of fees received, differs by 10% or more from the discounted present value of the remaining cash flows under the original terms of the financial liability. The present value is determined by applying the original effective interest rate.
The exchange between parties of debt instruments with substantially different terms and conditions is similarly reflected.
The difference between the carrying amount of a financial liability (or part of a financial liability) extinguished or transferred to another party and the consideration paid, including any non-monetary assets transferred or liabilities assumed, shall be recognized in profit or loss.
If the Bank repurchases a part of its financial liability, it must allocate the previous carrying amount of the financial liability between the part that continues to be recognized and the part that is derecognized based on the relative fair values of those parts at the repurchase date. 
Any difference between the carrying amount allocated to the derecognized portion and the consideration paid for the derecognized portion, including any non-monetary assets transferred or liabilities incurred, shall be recognized in profit or loss.
Where an exchange of financial liabilities or modification of terms is accounted for by the Bank as an extinguishment of a financial liability, the difference between the carrying amount of the liability (or part of it) extinguished or transferred and the consideration transferred, including any non-monetary assets transferred or liabilities incurred, is recognized in profit or loss within other income or other expenses.
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3.14.1 Trust management
The bank acts as a trustee and may hold assets of other institutions. 
These assets and income arising from them are not included in the Bank's financial statements as they are not assets of the Bank. 
If the Bank engages in significant trust activities, disclosure of that fact and an indication of the extent of those activities in the financial statements is required. 
The Bank discloses fee and commission income from trust management activities in the financial statements. Also the Bank discloses principal activities, and accordingly trust management activities are disclosed only when material. 
3.14.2 Securitization
Securitization is a method of raising financial resources used by mortgage lending institutions through the sale of a block or group of loans to a specially created target company. 
A special finance company finances the purchase by issuing a bond or other marketable debt instruments to outside investors that are guaranteed by the assets of the target company. Also, other groups of loans, such as credit card receivables, leases, installment loans and trade receivables, are securitized similarly to mortgage loans. 
A bank may undertake two types of securitization: 
· In a true securitization, the Bank sells the securitized assets to a special purpose vehicle. The special purpose vehicle acquires the rights of claim on the allocated assets and issues bonds secured by these assets. 
· In a synthetic securitization, the Bank transfers the risk associated with the securitized asset but not the asset itself. 
Bunk:
· If the risks and rewards of the securitized asset are retained, the asset continues to be recognized;
· When the risks and rewards of a securitized asset are transferred, derecognizes the asset. 
Derecognition of an asset is analyzed in accordance with Section 3.13 of this chapter of the Accounting Policy. (Item 3.14.2 was introduced by the decision of the Board of Directors dated 26.11.2018 (Minutes No. 14))
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[bookmark: _Toc168502043]3.15. Disclosure of information

The financial statements of the Bank shall contain information separately about all significant categories of financial instruments, as well as types of income and expenses related to financial instruments and transactions with them.
For each category of financial instruments, the Bank discloses:
· accounting policies, including the recognition criteria applied and the basis of measurement;
· the following gains and losses related to financial instruments:
1) net gains or net losses from:
· financial assets or financial liabilities at fair value through profit or loss, with a separate disclosure of net gains or net losses for financial assets or financial liabilities designated as such upon initial recognition, and for financial assets or financial liabilities that are designated as at fair value through profit or loss. For financial liabilities classified as at fair value through profit or loss, the Bank discloses separately the amount of gain or loss recognized in other comprehensive income and the amount recognized in profit or loss;
· financial liabilities measured at amortized cost;
· financial assets measured at amortized cost;
· investments in equity instruments that are designated as at fair value through other comprehensive income at the Bank's discretion;
· financial assets at fair value through other income 9 with a separate disclosure of the amount of gain or loss recognized in other comprehensive income during the period and the amount reclassified on derecognition from accumulated other comprehensive income to profit or loss.

2) total interest income and total interest expense (calculated using the effective interest method) for financial assets measured at amortized cost or fair value through other comprehensive income or financial liabilities not at fair value through profit or loss;
3) fee and commission income and expense (other than amounts included in determining the effective interest rate) on:
· financial assets or financial liabilities not at fair value through profit or loss;
· trust and other fiduciary transactions whereby assets are held or invested on behalf of individuals, trusts, pension funds and other institutions;
For each class of financial assets and financial liabilities, the Bank provides fair value information for the purpose of comparing these amounts with the corresponding carrying amounts.
Fair value. The fair value presentation includes a description of the method used to determine fair value and, if a valuation technique is used, the significant assumptions underlying that calculation. If there has been a change in the valuation method, the Bank discloses the change and the reasons for the change in the financial statements. 
Levels and methods of fair value measurement are determined in accordance with the requirements of Section 5 "Fair Value Measurement", Chapter 3. (Subparagraph " Fair Value." item 3.15. was amended by the decision of the Board of Directors dated 31.10.2019 (Minutes No. 13)
Risk Exposure. For each category of financial instruments the Bank discloses its exposure:
· credit risk;
· liquidity risk;
· market risk;
to the following extent for each type of risk:
· exposure to risks and the reasons for their occurrence;
· methods used for risk assessment and risk management policies;
· the data that best represent the exposure at the balance sheet date;
· a significant concentration of risks;
· and any changes from the previous reporting period.
Exposure to risks associated with financial instruments may be stated as follows:
Risks associated with financial instruments
Credit risk
Qualitative assessment 
Quantification:
· Credit quality
· provisioning
· Estimated Returns
Liquidity risk
Qualitative assessment 
Quantification:
· Maturity analysis of financial liabilities
Market risk
Qualitative assessment 
Quantification:
· Sensitivity analysis for each type of market risk
Interest rate risk
Currency risk
Risk of change 
stock prices
Risk of early
repayments

The presentation of credit risk information also includes (for each class of financial instruments):
1) The Bank's credit risk management practices and their relationship to the recognition and measurement of expected credit losses. To achieve this objective, the Bank discloses the following information:
· how the Bank determines whether credit risk has increased significantly since initial recognition;
· the definitions of default used by the Bank, including the reasons for choosing such ;
· how instruments were grouped if expected credit losses were measured on a group basis;
· how the Bank determined that financial assets are credit-impaired financial assets;
· The Bank's write-off policies, including indications that there is no reasonable expectation of recovering the asset's value and information on policies for financial assets that are written off but continue to be subject to involuntary repossession procedures; and
· how the requirements to modify the contractual cash flows of financial assets have been applied
2) The Bank explains the inputs, assumptions and valuation models it uses in its impairment disclosures for financial assets:
· the basis of the inputs, assumptions and valuation models used for:
i. estimates of 12-month expected credit losses and for the full term;
ii. Determining whether the credit risk of financial instruments has increased significantly since initial recognition; and
iii. determining whether a financial asset is a credit-impaired financial asset.
· how forward-looking information, including the use of macroeconomic data, was used in determining expected credit losses; and
· changes in the valuation models or significant assumptions used during the reporting period and the reasons for those changes.
3) In order to explain changes in the loss allowance and the reasons for such changes, the Bank discloses by class of financial instrument a reconciliation of the opening balance of the loss allowance to the closing balance in tabular format, showing separately the changes during the period for the following items:
· a valuation allowance for losses estimated at an amount equal to 12 months expected credit losses;
· a loss allowance estimated at an amount equal to the expected credit losses for the entire term;
· financial assets that were acquired or originated with credit impairment. In addition to the reconciliation, the Bank discloses the total undiscounted expected credit losses on initial recognition for financial assets initially recognized during the reporting period.
4) Examples of changes in the gross carrying amount of financial instruments that have contributed to changes in the valuation allowance for losses include:
· changes due to the issue or acquisition of financial instruments during the reporting period;
· modifications to the contractual cash flows of financial assets that do not result in the derecognition of those financial assets;
· changes due to derecognition of financial instruments (including derecognition of financial instruments) during the reporting period;
· changes due to whether the valuation allowance for losses is determined at an amount equal to 12-month expected credit losses or at an amount equal to lifetime expected credit losses.
5) To explain the nature and effect of contractual modifications to the cash flows of financial assets that did not result in derecognition, and the effect of such modifications on the estimated expected credit losses, the Bank discloses the following information:
· the amortized cost before modification and the net gain or loss on modification recognized on financial assets for which contractual cash flows have been modified during the reporting period in which the loss allowance is measured at an amount equal to lifetime expected credit losses; and
· the gross carrying amount at the end of the reporting period for financial assets that have been modified from their initial recognition in the period in which allowance for losses is measured at an amount equal to  expected credit losses and for which the allowance for losses is modified during the reporting period by an amount equal to 12 months expected credit losses.
6) To explain the effect of collateral and other credit enhancements on the amounts attributable to expected credit losses, the Bank discloses the following information by class of financial instrument: 
· the amount that best represents the maximum exposure to credit risk at the end of the reporting period, excluding collateral held and other credit enhancements;
· a description of collateral held as security and other credit enhancements, including the following:
i. A description of the nature and quality of the collateral held;
ii. An explanation of any significant changes in the quality of such collateral or credit enhancement arrangements as a result of deterioration in the characteristics or changes in the policies applied by the Bank to the collateral during the reporting period; and
iii. information on financial instruments for which the Bank does not recognize a valuation allowance for losses due to availability of collateral.
· quantitative information about collateral held as security and other credit enhancements (for example, quantitative data on the extent to which collateral and other credit enhancements mitigate credit risk) for credit-impaired financial assets at the reporting date.
	The Bank discloses outstanding contractual amounts on financial assets that have been written off during the reporting period but for which legal proceedings to collect the amounts due are still in progress.
7) In order to explain the Bank's exposure to credit risk, the Bank discloses by credit risk rating level the gross carrying amount of financial assets and the exposure to credit risk for contractual commitments to extend loans and financial guarantee . This information is presented separately for financial instruments:
· the valuation allowance for estimated losses for which is estimated at an amount equal to 12-month expected credit losses;
· the valuation allowance for losses estimated at an amount equal to lifetime expected credit losses, which are represented by the following items:
i. financial instruments for which credit risk has increased significantly initial recognition but which are not credit-impaired financial assets;
ii. credit-impaired financial assets at the reporting date (but which have not been acquired or created with credit impairment); and
iii. trade receivables, contract assets or lease .
· financial assets that are acquired or originated credit-impaired financial assets. In addition to the reconciliation, the Bank discloses the total undiscounted expected credit losses on initial recognition for financial assets initially recognized during the reporting period.
Liquidity risk disclosures include:
· maturity analysis of non-derivative financial liabilities (including issued financial guarantees) held by the Bank based on their contractual maturities on an undiscounted basis; 
· maturity analysis of derivative financial liabilities. The analysis includes contractual maturity dates for those derivatives for which the maturity dates are necessary to understand the regularity of cash flows; and 
· a description of how the Bank manages liquidity risk.
The Bank also discloses how the data for the quantitative analysis of liquidity risk exposure has been determined. If an outflow of cash (or other financial assets) included in the analysis may:
· occur much earlier than the information provided; or
· be substantially different in amount than the information provided,
The Bank discloses this fact and provides additional quantitative information for risk assessment if it is not already included in the maturity analysis. 
For example, the following time intervals may be appropriate:
· for one month;
· later than one month, but no later than three months;
· later than three months, but no later than six months;
· later than six months, but no later than one year; 
· later than one year, but not later than five years; and
· for over five years.
Sensitivity analysis. Sensitivity analysis is required for each type of market risk to which the Bank is exposed. 
The presentation of market risk information includes:
· methods and assumptions used in sensitivity analysis;
· the results of a sensitivity analysis for each type of market risk to which the Bank is exposed and the effect on profit or loss or other comprehensive income of reasonable possible changes in the relevant risk variable (prevailing market interest rates, foreign exchange rates, share prices or commodity prices).
If the Bank prepares a sensitivity analysis, such as value at risk, that reflects the interdependence of risk variables (e.g. interest rate and exchange rate) and uses it to manage financial risks, the Bank uses this sensitivity analysis. 
The bank also discloses:
· the method used in preparing the sensitivity analysis and the key parameters and assumptions that explain the information provided; and
· the purpose of the method used and the limitations that may arise from information that is not fully reflective of the fair values of the assets and liabilities used.  
Transfers and derecognition. Where the Bank has transferred a financial asset but the asset (or part of it) is not derecognized, the Bank discloses the following information for the asset that has not been derecognized:
The Bank is required to present the disclosures required by the following paragraphs in a separate note to its financial statements. The Bank shall disclose the required information for all transferred financial assets that have not been derecognized and for any continuing involvement in a transferred asset that exists at the reporting date, irrespective of when the relevant transaction to transfer the asset took place. For the purposes of applying the disclosure requirements of these paragraphs, the Bank transfers, in whole or in part, a financial asset (transferred financial asset) only when:
· transfers the contractual rights to receive the cash flows from the financial asset; or 
· retains the contractual rights to receive cash flows from the financial asset but assumes a contractual obligation to pay those cash flows to one or more recipients as agreed. 
The Bank shall disclose information that enables users of the financial statements to:
· Understand the relationship between transferred financial assets that have not been derecognized in their entirety and the related liabilities; and 
· Evaluate the nature of, and risks associated with, the  Bank's continuing involvement in derecognized financial assets.  
For the purposes of applying the disclosure requirements in the following paragraphs, the Bank continues involvement in a transferred financial asset if, as part of a transfer of that asset, the Bank retains any of the contractual rights or obligations associated with the transferred financial asset or obtains any new contractual rights or obligations associated with the transferred financial asset. The following instruments do not constitute continuing involvement: 
· customary representations and warranties with respect to fraudulent transfers and notions of reasonableness, good faith and fair dealing that could cause the transfer of an asset to be invalidated by legal proceedings; 
· Forward contracts, option and other contracts to repurchase a transferred financial asset for which the contractual price (or exercise price) is the fair value of the transferred financial asset; or
· an arrangement whereby the Bank retains the contractual rights to receive cash flows from the financial asset but assumes a contractual obligation to pay those cash flows to one or more entities, and the following conditions are met:
· The Bank has no obligation to repay the amounts to the ultimate recipients unless it receives equivalent amounts on the original asset. The Bank's making of short-term advances with the right of full repayment of the amount advanced plus accrued interest at market rate does not breach this covenant; 
· The Bank is prohibited by the terms of the cash transfer agreement from selling or pledging the original asset, except to transfer it to the ultimate recipient as security for an obligation to repay; 
· the Bank has an obligation to transfer funds collected on behalf of the ultimate recipient without material delay. In addition, the Bank does not have the right to reinvest such cash, other than investments in cash or cash equivalents, during the short settlement period from the date of collection to the date of the required transfer to the ultimate recipient, with interest earned on such investment being passed on to the ultimate recipient. 
Transferred financial assets not derecognized in their entirety 
The Bank may have transferred financial assets such that the transferred financial assets, in part or in full, do not qualify for derecognition. At each reporting date, the Bank is required to disclose the following information for each type of transferred financial assets that was not derecognized in its entirety:
· the nature of the assets transferred.
· the nature of the risks and rewards of ownership that the Bank receives.
· a description of the nature of the relationship between the transferred assets and associated liabilities, including restrictions on the Bank's use of transferred assets that result from the transfer.
· where the counterparty(ies) to the transferred asset(ies) has recourse only to the transferred assets: a table showing the fair value of the transferred assets, the fair value of the associated liabilities and the net position (the difference between the fair value of the transferred assets and the associated liabilities).
· Where the Bank continues to recognize all of the transferred assets: the carrying amount of the transferred assets and the associated liabilities.
· when the Bank continues to recognize assets based on its continuing involvement in them (see paragraphs 20(c)(ii) and 30 of IAS 39): the total carrying amount of the original assets before the transfer, the carrying amount of the assets that the Bank continues to recognize and the carrying amount of the associated liabilities.
Transferred financial assets derecognized in their entirety 
When the Bank derecognizes transferred financial assets in their entirety but has a continuing involvement with them, disclosures are required at each reporting date and for each type of continuing involvement, at least the following information is disclosed:
· the carrying amounts of assets and liabilities recognized in the Bank's statement of financial position that reflect the Bank's continuing involvement in derecognized financial assets and the line items where the carrying amounts of those assets and liabilities are recognized.
· the fair value of assets and liabilities that reflect the Bank's continuing involvement in derecognized financial assets.
· the amount that best represents the Bank's maximum exposure to losses from continuing involvement in derecognized financial assets and information about how the Bank's maximum exposure to losses is determined. 
· The undiscounted cash outflows that would have been required, or could have been required, to repurchase derecognized financial assets (for example, the strike price in an option agreement) or other amounts payable to the transferee in respect of the transferred assets. If the cash outflow is variable, then the amount shall be disclosed based on the conditions existing at each reporting date.
· an analysis of the undiscounted cash outflows that would or could be required to redeem the derecognized financial assets or other amounts payable to the transferee in respect of the transferred assets, showing the remaining contractual maturities of the Bank's continuing involvement in those assets.
· qualitative information explaining and confirming the disclosure of quantitative information in accordance with paragraphs (1) through (5).
The Bank may aggregate the disclosures required for a particular asset if the Bank has multiple types of continuing involvement in that derecognized financial asset and present them under a single type of continuing involvement.
In addition, the Bank is required to disclose the following information for each type of continuing involvement:
· the gain or loss recognized at the date of transfer of assets. 
· gains and losses recognized in the reporting period and in aggregate for the Bank's continuing involvement in derecognized financial assets (e.g., fair value of changes in derivatives).
· if the total proceeds from asset transfers (that qualify for derecognition) in the reporting period are not distributed evenly throughout the reporting period (for example, if a significant portion of the total asset transfers occur at the end of the reporting period):
· When the largest transfer of assets in the reporting period occurred (e.g., the last five days before the end of the reporting period), 
· the amount (e.g., the related gain or loss) recognized for the asset transfer transaction in that part of the reporting period, and 
· total proceeds from asset transfer transactions in that part of the reporting period.
The Bank provides this information for each period for which a statement of comprehensive income is presented.
Reclassification
For each reclassification in the current or prior reporting period, the Bank discloses the following:
· Date of reclassification;
· A detailed explanation of the change in business model and a qualitative description of its impact on the Bank's financial statements; and
· Amount reclassified into and out of each category.
For each reporting period after reclassification from SSSPU to amortized cost or SPSS, before write-off, the Bank discloses:
· The effective interest rate determined at the date of reclassification; and
· Recognized interest income.
If, since the last annual reporting date, the Bank has reclassified a financial asset (i) from FVTPL to amortized cost or (ii) from FVTPL to amortized cost or FVTPL, the Bank discloses:
· The fair value of the financial asset at the end of the period; and
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· The increase or decrease in fair value that would have been recognized in profit or loss or OCI during the reporting period had the financial assets not been reclassified.

More info
The Bank shall disclose any additional information it deems necessary to fulfill the purpose of the disclosure.
Pledge. The Bank discloses in the notes to the financial statements the carrying amount of financial assets pledged as collateral and any significant conditions attached to the pledged assets. Other assets pledged as collateral for loans are also disclosed in the sections dedicated to the respective group of assets (property, plant and equipment, intangible assets, etc.).
If the Bank holds collateral (financial or non-financial assets) and is permitted to sell or repledge the collateral without breaching contractual obligations, it discloses the following information in the financial statements: 
· the fair value of collateral held;
· the fair value of any such collateral sold or repledged and whether the Bank has an obligation to return it; and 
· conditions related to the use of collateral.
Complex financial instruments with multiple embedded derivatives. If the Bank issues an instrument that contains an element of a liability and an equity instrument and the instrument contains multiple embedded derivatives whose values are interdependent (for example, a revocable convertible debt instrument), the Bank shall disclose the existence of those features. 
Default and breach of covenants. The Bank discloses the following information in respect of loans payable (which are owned by the Bank) recognized at the reporting date:
· information on defaults during the reporting period on principal repayment, interest payment, reserve fund or repayment terms of loans payable;
· the carrying amount of loans payable but not repaid at the reporting date, and 
· if the default has been cured or the terms of the loans payable have been renegotiated before the financial statements are authorized for issue. 
[bookmark: _Toc274130803][bookmark: _Toc274130908][bookmark: _Toc249285613][bookmark: _Toc271032481]If there have been breaches of other loan agreements during the reporting period, the Bank discloses the same information if those breaches allowed the lender to require accelerated repayment of the loan (unless the breaches have been cured or the terms of the loan renegotiated on or before the reporting date). 


[bookmark: _Toc168502044]Section 4. Inventories (IAS 2)
[bookmark: _Toc249285614][bookmark: _Toc271032482][bookmark: _Toc168502045]4.1 General provisions
The Bank's inventories are assets in the form of materials intended for the use and support of the Bank's operations.
Inventories are stated at the lower of cost and net realizable value. Cost includes expenditure incurred in bringing inventories to their present location and condition.  Net realizable value is the selling price in the ordinary course of business less estimated costs of completion and selling expenses. 
The same costing formula is applied to all inventories of similar nature and purpose. All inventories are valued using the weighted average cost method. 
Certain inventories that do not meet the definition of "property, plant and equipment" by their useful lives are included in the Bank's List of Tangible Assets to be recorded off-balance sheet

Property previously used as collateral (pledge) for a bank loan issued by the Bank and transferred into the ownership of the Bank as a result of extrajudicial, judicial realization in accordance with the legislation of the Republic of Kazakhstan for debt repayment is accounted for as inventories.

Fuel and lubricants are accounted for and written off in accordance with the Bank's internal documents.

Stocks are released from the warehouse on the basis of a stock release request and/or order in the following cases: 
- into operation to meet current needs;
- on account for subsequent transfer into operation (after installation, delivery by the employee to the place of destination);
- when stock is released to the Bank's branches on a centralized basis. 

The Bank's order defines materially responsible persons who are authorized to authorize the release of materials from the warehouse. 

[bookmark: _Toc249285615][bookmark: _Toc271032483][bookmark: _Toc168502046]4.2 Definitions
Inventories are assets in the form of materials intended for use and support of the Bank's operations.
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date.
Net realizable value is the estimated selling price in the ordinary course of business less the estimated costs of completion and the estimated costs necessary to make the sale.
The same costing formula is applied to all inventories of similar nature and purpose. All inventories are valued using the weighted average cost method. The weighted average cost of inventories in use is calculated by determining the average cost of similar items at the beginning of the reporting period and those acquired or produced during the period.
[bookmark: _Toc249285616][bookmark: _Toc271032484][bookmark: _Toc168502047]4.3 Classification 
Inventories are classified as other assets.
[bookmark: _Toc249285617][bookmark: _Toc271032485][bookmark: _Toc168502048]4.4 Accounting policies
CHAPTER 2. GENERAL ACCOUNTING POLICIES
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Inventories are recognized as an asset only when the recognition criteria are met (i.e. when it is probable that future economic benefits associated with the asset will flow to the Bank and the actual costs of acquisition or production of the asset can be measured). The Bank measures inventories at the lower of cost and net realizable value
The cost of inventories includes all costs of acquisition, conversion costs and other costs incurred in bringing the inventories to their present condition and location.
Acquisition costs of inventories include purchase price, import duties, excise and other non-refundable taxes, transportation, freight forwarding and other costs directly attributable to the acquisition of finished goods, materials and services. Trade discounts, returns and other similar items received are deducted in determining the cost of acquisition.
If the actual cost of an inventory item exceeds its net realizable value, a provision is made at the end of the reporting period to write down the respective inventory item to its net realizable value.
If the Bank incurred costs to acquire inventories but such inventories cannot be used or sold (for example, inventories that have lost their consumer properties, inventories disposed of as a result of theft and embezzlement for which the perpetrators have not been identified), the costs incurred should be reported as an expense depending on the intended use of the inventories.
Accounting for receipt of inventories
Peculiarities of accounting for inventories acquired on a reimbursable basis
When inventories are acquired on a reimbursable basis, the actual costs of inventory acquisition include:
· amounts payable under the contract to the supplier (net of discounts);
· amounts paid to companies for information and consulting services if directly related to the acquisition of inventories;
· customs duties;
· non-refundable taxes paid in connection with the acquisition of a unit of inventory;
· fees paid to the intermediary organization through which inventory is acquired;
· costs of transportation services for delivery of inventories to the place of their use;
· the cost of bringing inventories to a condition in which they are suitable for their intended use;
· other costs directly related to the acquisition of inventories.
On acquisition of inventories whose cost is determined in foreign currency, they are measured in KZT by translating the foreign currency amount at the exchange rate prevailing on the date of transfer of all benefits and risks on these inventories.
Subsequently, the actual cost of acquiring such inventories is not adjusted for exchange differences arising from the initial recognition of the inventories until the corresponding liabilities are settled.
Peculiarities of accounting for inventories paid by non-monetary means
When inventories are contributed to share capital, their cost is determined by reference to their fair value.
When receiving inventories under a gift agreement or free of charge, remaining from the disposal of fixed assets and other property (if they fall under the definition of inventories), as well as those identified as a result of inventory, the cost is determined as the lower of cost and net realizable value as of the date of acceptance for accounting purposes.
Peculiarities of accounting for inventories in transit
Inventories in transit mean inventories that have not yet been received by the Bank but the benefits and risks associated with which have already been transferred to the Bank in accordance with the terms of the contract. Inventories in transit should be accounted for within the "Inventories in transit" account.
Accounting for internal stock movements
Internal movement of inventories means their movement within one legal entity. For example: transfer within a unit from one materially responsible person to another; transfer from one unit to another; change of inventory category.
Reflection of operations of moving inventories (raw materials and supplies, goods for resale) within one legal entity is reflected by entries on analytical accounts of inventories.
Accounting for inventories received as a result of replacement or disposal of property, plant and equipment
Inventories received as a result of the replacement of components or disposal of an item of property, plant and equipment are recognized at cost. The cost of inventories is calculated from the carrying amount of the component replaced or the item of property, plant and equipment disposed of in proportion to the market value of the inventories received. If the carrying amount of the replaced component or disposed of item of property, plant and equipment is zero, the cost of inventories received is also zero.
Accounting for the disposal of inventories
The Bank distinguishes the following types of inventory disposal (raw materials and supplies, other goods):
· write-off of inventories in use as other expenses;
· other disposal of inventories as a result:
· expiration of storage periods, moral obsolescence, other cases of loss of consumer properties;
· to identify shortages in inventory;
· embezzlement;
· contributions to the authorized capital;
· property damage in case of accidents, fires, natural disasters.
Methodology for estimating the disposal of inventories
For write-downs and outsourced sales, the valuation of inventories disposed of and the closing balance is based on the weighted average cost method. The amount of any write-downs to net realizable value and all inventory losses are recognized as an expense in the accounting period in which the write-down occurs.
[bookmark: _Toc168502049][bookmark: _Toc249285618][bookmark: _Toc271032486]4.5 Disclosure of information
The Bank discloses the following information in its financial statements:
· the accounting policies adopted for the valuation of inventories, including the method used to calculate their cost;

· the total carrying amount of inventories and the carrying amount of inventories in the Bank's classification;

· the carrying amount of inventories carried at fair value less costs to sell;

· the amount of inventories recognized as an expense during the reporting period.
[bookmark: _Toc168502050]Section 5. Cash and Cash Equivalents (IAS 7) 
The Bank applies this section of the Accounting Policy to the preparation of the statement of cash flows in accordance with IFRS and presents it as an integral part of its financial statements for each period presented.
[bookmark: _Toc248730778][bookmark: _Toc271279839][bookmark: _Toc168502051][bookmark: _Toc248586849]5.1 General provisions
Cash and cash equivalents are items which are readily convertible to known amounts of cash and are subject to insignificant changes in value. Cash and cash equivalents include obligatory reserve deposits with the National Bank of the Republic of Kazakhstan and all interbank deposits and reverse repurchase agreements with banks with original maturities of less than three months. Amounts that are restricted for a period greater than three months at the time of origination are excluded from cash and cash equivalents. Cash and cash equivalents are carried at amortized cost. 
Distributions or receipts of cash presented in the statement of cash flows represent transfers of cash and cash equivalents by the Group, including amounts charged or credited to current accounts of the Group's counterparties held with the Group, amounts such as loan interest income or principal collected by debiting a customer's current account, interest payments, or loans issued credited to a customer's current account, which represent cash or cash equivalents from the customer's perspective.
[bookmark: _Toc271279840][bookmark: _Toc168502052]5.2 Definitions
Cash - Cash includes cash on hand, current accounts and demand deposits. 
Cash flows are receipts and payments of cash and cash equivalents.
Investing activities include the purchase and sale of financial instruments as well as property, plant and equipment, intangible assets, investments in subsidiaries and associates and investment property.
Operating activities are the Bank's principal revenue-generating activities and other activities, other than investing and financing activities.
Financing activities are those activities that result in changes in the amount and composition of the Bank's capital and borrowings.
Cash equivalents are short-term, highly liquid investments that are readily convertible to known amounts of cash and are subject to an insignificant risk of changes in value, with original maturities of less than three months.
[bookmark: _Toc187313940][bookmark: _Toc248586851][bookmark: _Toc248730779][bookmark: _Toc271279841][bookmark: _Toc168502053]5.3 Accounting policies
[bookmark: _Toc187313941]Cash and cash equivalents include:
· Cash on hand in local currency: used to record information on the availability and movement of cash on hand of the Bank in KZT;
· cash on hand in foreign currency: used to record information on the availability and movement of cash on hand of the Bank in foreign currency;
· cash on correspondent accounts in KZT: used to reflect information on the availability and movement of cash in KZT on correspondent accounts of the Bank, to reflect overdraft in KZT;
· cash in foreign currency accounts: used to reflect information on the availability and movement of cash in foreign currency on the Bank's correspondent accounts, as well as to reflect the overdraft in currency;
· cash on deposit accounts in KZT: used to record information on the presence and movement of funds in KZT on deposit accounts with a restricted period of up to three months;
· Cash in foreign currency deposit accounts: used to record information on the availability and movement of funds in foreign currency on deposit accounts for a period of up to three months;
· reverse repurchase agreements;
· others.
Cash accounting 
Cash means cash on hand, on correspondent accounts with the NBRK and other banks (cash that can be used in turnover without time limitation). 
[bookmark: _Toc187313942]Accounting for cash equivalents
Other cash and cash equivalents e includes short-term deposits with original maturities of three months or less, as well as funds placed in deposit accounts that are readily convertible to known amounts of cash and are subject to an insignificant risk of changes in value. 
They are used to account for them:
· deposit accounts in KZT (not more than three months), as well as funds placed on deposit accounts that are readily convertible into a specific amount of cash and are subject to an insignificant risk of changes in value;
· deposit accounts in currency (not more than three months) as well as funds placed on deposit accounts that are readily convertible into a specific amount of cash and are subject to an insignificant risk of changes in value;
The Bank reviews deposits and other bank accounts restricted for use due to contractual or other legal conditions (e.g. the account is pledged as collateral, or the account is subject to seizure by tax or other government authorities, or the deposits have a specific purpose) to determine whether they meet the definition of cash and cash equivalents. If these deposits and other bank accounts do not meet the definition of cash and cash equivalents, they are reported as other financial assets or other assets depending on their intended use.
Amounts of cash and cash equivalents restricted for use for a period of less than twelve months after the statement of financial position date are recognized as current assets. 
Deposits with original maturities greater than three months, which the Bank may withdraw at any time while retaining the right to receive substantially all of the previously accrued interest, are also recognized as cash equivalents, as such deposits are readily convertible to known amounts of cash with insignificant risk of changes in value.
Transactions in foreign currencies are accounted for at the market exchange rate on the date of the transaction.
Foreign currency balances are subject to revaluation at the market exchange rate at the balance sheet date.
Exchange differences arising from the revaluation of foreign currency cash balances at the reporting date should be recognized as income or expense in the period in which they arise in the statement of comprehensive income. This exchange difference is to be recognized in the foreign exchange loss/gain accounts.
[bookmark: _Toc248730780][bookmark: _Toc271279842][bookmark: _Toc168502054]5.4 Statement of Cash Flows
The statement of cash flows presents the flows (inflows and outflows) of cash and cash equivalents for the period, categorizing them by operating, investing or financing activities.
The Bank presents cash flows from operating activities using the direct method, which discloses the principal types of gross cash receipts and disbursements.
The direct method provides information useful for estimating future cash flows that is not available when the indirect method is used. When using the direct method, information about the main types of gross cash receipts and gross cash payments is derived from the Bank's accounting records.
Operating activities are the Bank's principal revenue-generating activities and other activities, other than investing activities and financing activities.
Examples of cash inflows from operating activities are interest and commissions earned, income received from trading securities, financial derivatives, foreign exchange transactions and other operating income received.
The types of cash outflows from operating activities are interest and commissions paid, as well as administrative and other operating expenses, payments to the Bank's employees, taxes, fines, penalties and other mandatory payments.
All other significant cash inflows and outflows, other than investing and financing activities, are also classified as operating activities unless they are directly attributable to investing or financing activities.
Investing activities include the purchase and sale of financial instruments as well as property, plant and equipment, intangible assets, investments in subsidiaries and associates and investment property.
Separate disclosure of cash flows arising from investing activities is important because these cash flows represent the extent to which payments made are directed to resources intended to generate future income and cash flows. Examples of cash flows from investing activities are:
· cash payments for the purchase of available-for-sale investment securities;
· cash proceeds from the sale and redemption of available-for-sale investment securities;
· cash purchases of held-to-maturity investment securities;
· cash proceeds from redemption of investment securities held to maturity;
· cash payments/receipts for acquisition and sale of fixed and intangible assets
· dividends received;
· cash payments for the acquisition of subsidiaries, net of cash received;
Financing activities are those activities that result in changes in the amount and composition of the Bank's equity and borrowings.
Separate disclosure of cash flows arising from financing activities is important because of the need for this information to forecast future cash flow requirements from companies and financial institutions that provide capital to the Bank. Examples of cash flows arising from financing activities are:
· monetary borrowings;
· cash repayments of borrowings;
· monetary receipt of long-term borrowings from banks;
· cash repayments of long-term borrowings from banks;
· obtaining subordinated debt;
· repayment of the subordinated debt;
· cash issuances of common stock;
· cash issuances of preferred stock;
· other cash contributions from shareholders other than share issuance;
· cash acquisitions of treasury stock;
· cash proceeds from the sale of treasury shares;
· dividends paid;
· other distributions to shareholders other than dividends.
Cash flows arising from transactions in foreign currencies are to be recorded in the functional currency of the Bank's financial statements using the exchange rate at the date when the cash flow arises. Foreign exchange gains and losses resulting from changes in foreign currency exchange rates are not cash flows. However, the effect of exchange rate changes on cash and cash equivalents held or expected to be held in foreign currencies is presented in the statement of cash flows to reconcile cash and cash equivalents at the beginning and end of the reporting period. This is presented separately from cash flows arising from operating, investing and financing activities and includes differences, if any, where cash flows are reported at period-end exchange rates.
Non-cash transactions
Investing and financing transactions that do not require the use of cash or cash equivalents shall be excluded from the statement of cash flows. Such transactions shall be disclosed in the financial statements in a manner that provides all relevant information about such investing and financing activities.
A significant portion of investing and financing activities do not have a direct impact on current cash flows, although they do affect the capital and asset structure of the Bank. The exclusion of non-cash transactions from the statement of cash flows is consistent with the objective of the statement of cash flows as these items do not give rise to cash flows in the current period. Examples of non-cash transactions are:
· Purchase of available-for-sale investment securities with no cash flow;
· Proceeds from sale and redemption of available-for-sale investment securities without cash flows
· Purchase of investment securities held to maturity with no cash flows;
· Acquisition of property, plant and equipment and intangible assets without cash flow;
· Proceeds from disposal of property, plant and equipment and intangible assets without cash flows;
· Conversion of debt to equity;
· Non-cash dividends received;
· Recognition of finance lease receivables and payables.
[bookmark: _Toc187313944][bookmark: _Toc248586852][bookmark: _Toc248730781][bookmark: _Toc271279843][bookmark: _Toc168502055]5.5 Disclosure of information
The Bank is required to disclose in its financial statements the composition of cash and cash equivalents and to present a reconciliation of the amounts in the statement of cash flows to the equivalent items presented in the statement of financial position. 
The following information is also required to be disclosed in the notes to the financial statements regarding the acquisition or disposal of the Bank's subsidiaries, associates and joint ventures:
· the total value of the transaction;
· the portion of the transaction amount paid in cash and cash equivalents;
· the amount of cash and cash equivalents held by the Bank acquired or disposed of;
· the value of assets (other than cash and cash equivalents) and liabilities acquired or disposed of by the Bank, by each major category.
Discontinued operations are required to disclose the amounts of net cash flows from:
· operational activities;
· investment activities;
· financial activities.
The Bank discloses, together with management commentary, the amount of significant balances of cash and cash equivalents held but not available for use. 
It is also recommended to disclose the following additional information in the notes to the financial statements:
· amounts of unused borrowings available for future operating activities;
· aggregated values of cash flows from operating, financing and investing activities related to jointly controlled entities;
· amounts of cash flows from operating, investing and financing activities for each of the reportable segments.
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[bookmark: _Toc378283438][bookmark: _Toc168502056][bookmark: _Toc271279845][bookmark: _Toc248586854][bookmark: _Toc248586858][bookmark: _Toc271279848]Section 6: Non-current Assets Held for Sale and Discontinued Operations (IFRS 5)
[bookmark: _Toc378283439][bookmark: _Toc168502057]6-1.1. General provisions 
Non-current assets and disposal groups (which may include non-current and current assets) are classified as "non-current assets held for sale" in the statement of financial position when their carrying amount will be recovered principally through a sale transaction within 12 months after the reporting date. 
Assets are reclassified when all of the following conditions are met: (a) the assets are available for immediate sale in their present condition subject to terms and conditions customary for sales of such assets; (b) the Bank's management has approved and actively pursued an active programme to locate a buyer; (c) the assets are actively marketed for sale at a reasonable price compared to their fair value; (d) the sale is expected within one year; and (e) the necessary steps to complete the plan of sale indicate that it is unlikely that significant changes to the plan of sale will be made or that the plan of sale will be withdrawn. 
Non-current assets or disposal groups classified as held for sale in the statement of financial position in the current reporting period are presented separately in the statement of financial position. Liabilities directly associated with a disposal group that are transferred on disposal are reclassified as held for sale and presented separately in the statement of financial position. Comparative information in the statement of financial position is not adjusted to conform to the classification at the end of the current reporting period.
Disposal groups are assets (current or non-current) to be disposed of by sale or otherwise by a single group in a single sale transaction and liabilities associated with those assets that will be transferred in the transaction. Goodwill is included in a disposal group if the disposal group includes cash-generating units to which goodwill has been allocated on acquisition. 
Non-current assets are assets that include amounts that are not expected to be recovered or collected within 12 months after the reporting date.
Non-current assets held for sale and disposal groups are measured at the lower of carrying amount and fair value less costs to sell. Non-current assets held for sale are not depreciated. Financial assets, employee benefit assets and deferred tax assets that form part of a disposal group are not written down to the lower of their carrying amount and fair value less costs to sell and continue to be measured as described in the relevant sections of these accounting policies. 
Discontinued operations. A discontinued operation is a component of the Bank that either has been disposed of or is classified as available-for-sale and: (a) represents a separate major line of business or geographical area of operations; (b) is part of a single coordinated plan to dispose of a separate major line of business or geographical area of operations; or (c) is a subsidiary acquired exclusively for resale. 
Gains/losses and cash flows from discontinued operations by type of activity, if any, are reported separately from continuing operations and comparative figures are adjusted to conform to the classification in the current reporting period.
[bookmark: _Toc248586856][bookmark: _Toc271279846][bookmark: _Toc378283440][bookmark: _Toc168502058]6-1.2. Accounting policies
The Bank classifies non-current assets or disposal groups as held for sale if their carrying amount is expected to be recovered principally through a sale transaction rather than through continuing use.
Non-current assets or disposal groups must be available for immediate sale in their present condition subject to terms and conditions customary for sales of such assets and the sale must be highly probable.
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The probability of sale is high if 
· a plan to dispose of long-lived assets or disposal groups has been accepted at the appropriate level of management; 
· an active program is underway to find a buyer and complete the sale plan;
· non-current assets or disposal groups are actively marketed for sale at a price comparable to their fair value;
· the disposal of non-current assets or disposal groups is expected to be completed within one year from the date of classification;
· actions that are necessary to finalize the plan of sale indicate that significant changes to the plan or cancellation of the plan of sale are unlikely.
The planned period of sale of non-current assets or disposal groups may exceed one year due to circumstances beyond the Bank's control, but there must be reasonable assurance that the Bank will be able to realize the plan to sell the non-current assets or disposal groups.
The concept of sale includes the exchange of long-lived assets for other long-lived assets if such exchange has a commercial substance.
When the Bank purchases non-current assets exclusively for the purpose of subsequent sale, such assets are classified as held for sale at the acquisition date only if the requirement to sell within one year (with the above assumptions) is met and it is highly probable that other classification criteria that are not met at the acquisition date will be met in the short term (generally within three months).
The Bank classifies all assets and liabilities of a subsidiary as held for sale (if the above criteria for classification as held for sale are met), irrespective of whether the Bank will have a non-controlling interest in the subsidiary after the sale, in case there is a plan to sell the subsidiary, which involves the loss of control over the subsidiary.
A component of the Bank is an activity, together with the cash flows attributable to it, which, from an operational point of view and for financial reporting purposes, can be clearly distinguished from the rest of the Bank (i.e., the component must be a cash-generating unit or group of cash-generating units for as long as it is held for use).
Valuation of non-current asset held for sale (or disposal groups)
Non-current assets held for sale or disposal groups are carried at the lower of their carrying amount or fair value less costs to sell.
Newly acquired non-current assets (that have been acquired in a business combination) that meet the conditions for classification as available-for-sale are measured on initial recognition at fair value less costs to sell.
If the sale of non-current assets or disposal groups is expected in more than one year, the costs of disposal are carried at discounted value. Any increase in the present value of the costs of disposal over time is recognized in the statement of comprehensive income as finance costs.
Immediately prior to initial classification as non-current assets held for sale, the carrying amounts of non-current assets and disposal groups shall be measured in accordance with the requirements of the applicable sections of these accounting policies. In particular, plans for the disposal (sale) of an asset are an indication that the value of the asset may be impaired, so at this stage the relevant assets are tested for impairment in accordance with the provision of Section 11 "Impairment of Assets (IAS 36)" of Chapter 2 of these accounting policies. Non-current assets and disposal groups classified as held for sale are not depreciated. Interest and other expenses related to the liabilities of the disposal group continue to be recognized. (Subparagraph "Valuation of non-current asset (or disposal groups) held for sale" of item 6-1.2. was amended by the decision of the Board of Directors dated 31.10.2019 (Minutes No. 13)
Recognition of impairment losses and reversal of impairment losses
The Bank recognizes an impairment loss for any initial or subsequent decline in the value of long-lived assets and disposal groups to fair value less costs to sell.
The Bank recognizes a gain on a subsequent increase in the fair value of long-lived assets or disposal groups less costs to sell, but not to an amount greater than the cumulative impairment loss previously recognized in accordance with the provisions of this subsection or in accordance with Chapter 2, Section 11, Impairment of Assets (IAS 36).
Gains or losses not previously recognized before the date of sale of such long-lived assets or disposal groups are recognized on the date of disposal of such assets. (Subparagraph "Recognition of impairment losses and their reversal" of paragraph 6-1.2. was amended by the decision of the Board of Directors dated 31.10.2019 (Minutes No. 13).
Changes to the sales plan
If non-current assets and disposal groups previously classified as held for sale no longer meet the required classification criteria, the Bank ceases to recognize them as available for sale.
In this case, non-current assets and disposal groups are accounted for at the lower of:
· the carrying amount of non-current assets of disposal groups before they were classified as held for sale, adjusted for depreciation or revaluation that would have been recognized had the non-current assets and disposal groups not been classified as held for sale; 
· the recoverable amount at the date the decision was made not to sell non-current assets.
Any adjustments to the carrying amounts of non-current assets and disposal groups whose classification as available-for-sale has been revoked are recognized in the statement of comprehensive income for continuing operations.
If the Bank discontinues the classification of a separate asset or separate liability within a disposal group classified as held for sale, the remaining non-current assets and liabilities in the disposal group to be sold shall continue to be measured collectively as a group, but only if the group meets the criteria in paragraph 6.1. Otherwise, the remaining non-current assets in such a group that individually meet the criteria for classification as held for sale shall be measured individually at the lower of carrying amount and fair value less costs to sell at that date. Any non-current assets that do not meet these criteria must be removed from the held for sale category.
Extension of the period required to complete the sale 
An extension of the period required to complete a sale does not preclude an asset (or disposal group) from being classified as held for sale if the extension is due to events or circumstances beyond the Bank's control and there is sufficient evidence of a firm commitment by the Bank to complete a plan to sell the asset (or disposal group). The specified period of time as one of the conditions for classification of assets (or disposal groups) as "held for sale" may be extended in the following cases:
· if, at the date of the Bank's commitment to execute the plan of sale, there is a reasonable expectation that additional terms and conditions will be imposed on the transfer of the long-lived asset or disposal group by parties other than the acquirer and the actions required to respond to those terms and conditions cannot be taken until firm purchase agreement is obtained from the acquirer and it is probable that firm purchase agreement will be obtained within one year;
· the Bank has a firm purchase agreement from the buyer, but as a result, the buyer or others impose conditions on the transfer of the asset (or disposal group) that extend the period required to complete the sale, and also extend the period required to complete the sale, and the following conditions are met:
· timely actions are taken to respond to the conditions; and
· is expected to favorably resolve the issues and eliminate the factors that caused the delay in the sale;
· If, during the initial period of one year, circumstances previously considered unlikely to occur that would result in non-current assets or disposal groups held for sale remaining unsold by the end of the initial annual period and:
· during the specified period, the Bank takes actions to respond to the facts leading to changes in the terms of sale;
· active efforts are being made to sell long-lived assets or disposal groups on the market at a reasonable price;
· classification criteria are met.
[bookmark: _Toc248586857][bookmark: _Toc271279847][bookmark: _Toc378283441][bookmark: _Toc168502059]6-1.3 Disclosure of information
Presentation of information on discontinued operations
The Bank discloses the following information in the financial statements:
· in the statement of comprehensive income separately, the amount comprising:
· profit or loss after tax from discontinued operations;
· the post-tax gain or loss recognized on measurement at fair value less costs to sell or on disposal of assets in discontinued operations;
· analyzing that amount by:
· amounts of income, expenses, profit or loss before income tax from discontinued operations, and the related income tax expense; 
· profit or loss recognized on the measurement of fair value less costs to sell or on the disposal of assets of discontinued operations, as well as the related income tax expense. 
The analysis can be presented either in the statement of comprehensive income (in the discontinued operations section) or in the notes to the accounts;
· the amounts of net cash flows attributable to operating, investing and financing activities within discontinued operations. This information may be disclosed either in the statement of cash flows or in the notes to the financial statements;
· profit or loss from continuing and discontinued operations attributable to equity holders of the Bank. This information may be disclosed either in the statement of comprehensive income or in the notes to the financial statements.
Disclosures in accordance with the above requirements are restated for all prior periods presented to reflect all transactions that have ceased at the reporting date of the most recent period presented.
Current period adjustments directly attributable to the disposal of discontinued operations in prior periods are reported separately under discontinued operations.
When a component of the Bank ceases to be classified as held for sale, the results of operations of the component previously reported in accordance with  above requirements are reclassified and included in the statement of comprehensive income of continuing operations for all periods presented. It is required to indicate that amounts for prior periods have previously been presented differently.
Disclosures in respect of non-current assets held for sale, disposal groups, discontinued operations
Major classes of non-current assets and liabilities classified as held for sale are disclosed separately in the statement of financial position or in the notes thereto. Liabilities and assets of the disposal group are not offset. The major types of assets and liabilities classified as held for sale are disclosed separately either in the balance sheet or in the notes (unless the disposal group is a newly acquired subsidiary). Also, the cumulative gain or loss recognized directly in other comprehensive income for non-current assets (or disposal group) classified as held for sale is disclosed separately. 
To reflect the grouping of non-current assets as of the latest reporting date, no reclassification of historical assets is made.
In the notes to the financial statements for the period when non-current assets were classified as held for sale or were sold, the Bank discloses:
· a description of such long-lived assets;
· A description of the facts and circumstances of the sale, or the circumstances leading to the disposal, specifying the intended manner and period of disposal;
· the amount of impairment loss recognized in the statement of comprehensive income and fair value gains less costs to sell;
· if applicable, the segment in which the non-current asset or disposal group is reported in accordance with Chapter 3, Section 2-1, Operating Segments (IFRS 8).
For non-current assets for which the plans for their sale have changed, it is necessary to disclose the facts that influenced the decision to cancel the sale and the effect of this decision on the results of operations in the current period, as well as in the presented past periods. (Subparagraph "Disclosure of information regarding non-current assets held for sale, disposal groups, discontinued operations" of item 6-1.3. was amended by the decision of the Board of Directors dated 31.10.2019 (Minutes No. 13).
















The decision tree for events related to long-lived assets held for sale is presented below.

Note 1: Answer "Yes" only if the actions necessary to respond to the specified conditions cannot be accomplished until a firm commitment to purchase is received from the buyer and it is highly probable that a firm commitment to purchase will be received within one year.
Note 2: Answer "Yes" only if timely action is taken to respond to the conditions created and favorable resolution of the problems and factors causing the delayed sale are expected.
Note 3: Answer "Yes" only if, during the period indicated, the Bank takes action to respond to facts leading to a change in the terms of the sale and active steps are taken to sell long-lived assets or the Bank of Disposal in the market at a reasonable price.
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[bookmark: _Toc168502060]Section 7. Provisions, contingent assets and contingent liabilities (IAS 37)
[bookmark: _Toc271279849][bookmark: _Toc168502061][bookmark: _Toc248586859]7.1 General provisions 
This section of the accounting policy shall be applied by the Bank in accounting for all provisions, contingent liabilities and contingent assets, except for those that:
· are the result of executory contracts other than onerous contracts;
· those covered elsewhere in the accounting policies.
This section does not apply to financial instruments that are covered in section 3 "Financial assets and liabilities (IAS 32, IFRS 9, IFRS 7)" of Chapter 2.
Enforceable contracts are contracts under which neither party has performed its obligations or both parties have performed their obligations partially, equally. This section does not apply to executory contracts other than those that are onerous.
The scope of this section covers provisions, contingent liabilities and contingent assets that are not covered elsewhere in these accounting policies. For example, certain types of provisions are covered in the following sections:
· Section 8 "Employee Benefits (IAS 19)" of Chapter 2;
· Section 12 Leases (IFRS 16) of Chapter 2. However, leases that become onerous before the commencement date, as well as short-term leases and leases in which the underlying asset is of low value that are accounted for in accordance with paragraph 6 of IFRS 16 and become onerous fall within the scope of Section 7 Provisions, Contingent Liabilities and Contingent Assets (IAS 37)
· Section 13 "Taxes (IAS 12)" of Chapter 2
(Item 7.1. "General Provisions" was amended by the decision of the Board of Directors No. 14 dated 26.11.2018, by the decision of the Board of Directors dated 31.10.2019 (Minutes No. 13)

Other provisions
Provisions are recognized in the financial statements when (1) the Bank has a present obligation (legal or constructive) as a result of a past event, (2) it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation, and (3) a reliable estimate of the obligation can be made. Where the Bank expects a provision to be reimbursed, for example under an insurance contract, the reimbursement is recognized as a separate asset but only when the reimbursement is virtually certain.
If the effect of the time value of money is material, provisions are determined by discounting the expected future cash flows at pre-tax rates that reflect current market assessments of the time value of money and, where appropriate, the risks and uncertainties surrounding the liability. Where discounting is used, the increase in the provision due to the passage of time is recognized as a finance cost.
[bookmark: _Toc248586860][bookmark: _Toc271279850][bookmark: _Toc168502062]7.2 Definitions
An onerous contract is a contract in which the unavoidable costs of fulfilling the obligations under the contract exceed the economic benefits expected under the contract.
A settled obligation is an obligation that arises when:
· The Bank acknowledges acceptance of certain responsibilities in accordance with established practice, policy or a sufficiently specific statement; and
· as a result, the Bank has formed a reasonable expectation that it will fulfill these obligations to the other parties
A binding event is an event that gives rise to a legal or constructive obligation that the Bank has no realistic alternative but to settle.
A legal obligation is an obligation arising from:
· the treaty (through its express or implied terms);
· legislation; or
A provision is a liability of uncertain amount or with an uncertain maturity. 
Restructuring is a program planned and supervised by the Bank's management that significantly changes the Bank's business:
· the scale of the Bank's operations; or
· the way in which these activities are conducted.
A contingent asset is a possible asset that arises from past events and whose existence will be confirmed only upon the occurrence or non-occurrence of one or more uncertain future events that are not wholly within the control of the Bank.
A contingent liability is:
· a contingent liability that arises from past events and whose existence will be confirmed only upon the occurrence or non-occurrence of one or more uncertain future events that are not wholly within the control of the Bank; or
· a present obligation that arises from past events but is not recognized because:
· it is not probable that an outflow of resources embodying economic benefits will be required to settle the obligation; or 
· the amount of the liability cannot be reliably estimated.
[bookmark: _Toc271279851][bookmark: _Toc168502063]7.3 Accounting policies
Recognition of provisions, contingent assets and contingent liabilities
Recognition of provisions
A provision is recognized when the Bank has a present obligation (legal or constructive) as a result of a past event, it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation, and a reliable estimate of the amount of the obligation can be made.
Where the existence or absence of a present obligation is uncertain, a past event is considered to give rise to an existing obligation if, taking into account all available information, it is more likely than not that an obligation exists at the reporting date. The existence of a liability does not depend on whether the party to whom the liability is owed is known.
Where the Bank retains the ability to avoid certain expenses in order to continue as a going concern, no liability for such expenses arises and no provision is recognized. The Bank recognizes only those liabilities that exist at the end of the reporting period.
An outflow of resources or other event is considered probable if the probability that the event will occur is greater than the probability that it will not occur.
The Bank does not recognize any provision for future operating losses.
Recognition of contingent liabilities
Where the Bank is jointly and severally liable for an obligation, the portion of the obligation expected to be settled by the other parties is considered a contingent liability.
Contingent liabilities are assessed on a continuous basis to determine whether it is probable that an outflow of resources embodying economic benefits will be required. A provision is recognized when the likelihood of an outflow of resources relating to an item previously considered a contingent liability arises in the period in which the likelihood changes.
Recognition of contingent assets
A contingent asset is disclosed in the financial statements when an inflow of economic benefits to the Bank is probable. 
If the receipt of an economic benefit is extremely uncertain, the related asset is not a contingent asset and is recognized in the financial statements.
Estimation of reserves
The amount recognized as a provision is the best estimate of the expenditure required to settle the present obligation at the reporting date. The best estimate of the expenditure required to settle the present obligation is the amount that the Bank would reasonably pay to settle the obligation at the reporting date or to transfer it to a third party at that date. 
Estimates of results and financial effect are based on the judgment of the Bank's management, supplemented by experience of similar transactions and, in some cases, reports of independent experts and additional evidence obtained from events after the reporting date. 
When a liability is estimated, the most likely hypothesis may be the best estimate of the liability, but other possible hypotheses should be considered. When other possible hypotheses produce estimates that are principally significantly higher or significantly lower than the most likely hypothesis, the best estimate may be the highest or lowest amount, respectively. 
Provisions are measured on a pre-tax basis as the tax consequences of provisions and changes in provisions are discussed in section 13 "Taxes (IAS 12)" in Chapter 2 of these accounting policies.
When some or all of the costs required to settle a liability are expected to be recovered from another party (e.g., through the satisfaction of an insurance claim, indemnities or supplier guarantees), such recoveries are accounted for as follows:
· recovery is recognized when, and only when, the economic benefits are virtually certain; 
· the amount recognized for reimbursement shall not exceed the amount of the provision;
· the reimbursement should be recognized as a separate asset;
· in the statement of comprehensive income, the expense relating to the provision can be presented net of the amount recognized in respect of the recovery.
In assessing provisions, all risks and uncertainties inherent in the liability are taken into account.
Where the effect of the time value of money is material (generally when the outflow of resources is expected to occur within a period exceeding 12 months), the amount of the provision is the present value of the expected cost of settling the obligation. The present value is calculated using a pre-tax rate(s) that reflects current market assessments of the time value of money and the risks specific to the liability. The discount rate should not reflect the risks that have been included in estimating future cash flows.
Future events, such as changes in legislation and technological developments, are taken into account in estimating provisions where there is sufficient objective evidence that they will occur. In many cases, it is not possible to obtain sufficient evidence that changes in legislation will occur until such changes are enacted.
In estimating provisions, no gain on the expected disposal of assets is taken into account, even if the expected disposal is closely related to the event giving rise to the provision.
Utilization of reserves and changes in reserves
Provisions are required to be reviewed at each reporting date and adjusted to reflect the current best estimate. If it is no longer probable that an outflow of economic benefits will be required to settle the obligation, then the provision should be reversed.
Only those expenses for which the reserve was originally created are charged against it.
Application of recognition and measurement rules
Future operating losses The Bank does not provide for future operating losses as they do not meet the definition of a liability and the general recognition criteria established for provisions.
Onerous contracts The Bank establishes provisions for future losses related to onerous contracts. For example, where there is a long-term contract to supply goods to the Bank for which the delivery price is lower than the cost of production, a provision is made for unrecoverable costs, for example, the lower of a termination fee or the discounted amount of the loss. The Bank recognizes any impairment loss on assets related to an onerous contract before any provision is made.
Restructuring The following are some examples of events that may fall within the definition of restructuring:
· the sale or discontinuation of a line of business;
· closure of business units in a country or region, or relocation of business activities from one country or region to another;
· changes in the management structure, such as the elimination of a management level; and
· a fundamental reorganization that has a significant impact on the nature and focus of the Bank's operations. 
A provision for restructuring costs is recognized only when the general recognition criteria for a provision are met and, in particular, a provision for restructuring costs arises only when the Bank:
· Has a detailed formal restructuring plan in place; and
· created a reasonable expectation among those covered by the restructuring plan that the Bank would undertake the restructuring by initiating the restructuring plan or by announcing its main features.
If the restructuring entails the sale of the business, no obligation to sell arises until a legally enforceable sale agreement is signed.
Accounting for decommissioning provisions
Provisions for decommissioning costs are recognized in full on a discounted basis using a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to the liability. The amount recognized is the present value of estimated future costs, determined in accordance with the terms of the contract, or based on expert opinion or as required by law, based on management's best estimates and available historical data. An increase in the provision reflecting the time value of money is included in finance costs.
In accounting, the present value of the asset retirement costs (equivalent to the amount of the provision on initial recognition) is included in the cost of the asset, which is subsequently depreciated together with the cost of the asset.
Any change in the present value of the estimated costs is recognized as an adjustment to the provision and asset, including changes arising from exchange differences, if the amount of the provision is denominated in a foreign currency. In this case, the amount of the provision is translated at the market exchange rate at the date of the financial statements.
[bookmark: _Toc248586862][bookmark: _Toc271279852][bookmark: _Toc168502064]7.4 Disclosure of information
For each class of provisions, the Bank discloses the following information for the reporting period:
· balance sheet amount at the beginning and end of the period;
· additional reserves created during the period, including increases in existing reserves;
· amounts used (written off against the provision) during the period;
· unused amounts reversed during the period;
· the increase during the period in the discounted amount arising from the passage of time and the result of any changes in the discount rate.
Comparative information is not required.
For each class of provisions, the Bank also discloses the following information:
· A brief description of the nature of the obligation and the expected timing of the associated outflow of resources embodying economic benefits;
· An indication of the uncertainties relating to the amount or timing of such an outflow of resources;
· the amount of any expected consideration, with an indication of the amount of the asset that has been recognized for that expected consideration.
In the notes to the financial statements for each class of contingent liability at the reporting date, the Bank discloses a brief description of the contingent liability and, if practicable:
· An indication of uncertainties related to the amount or timing of the withdrawal of resources;
· approximate value of the financial effect;
· the possibility of any reimbursement.
For contingent assets, the Bank discloses a brief description of the nature of the contingent assets at the reporting date and, where practicable, an estimate of their financial effect.
In extremely rare cases where disclosure of the information (in whole or in part) could reasonably be expected to seriously prejudice the Bank's position in a dispute with other parties regarding a provision, contingent liability or contingent asset, the Bank may choose not to disclose the information required above. Instead, the Bank discloses the general nature of the dispute along with an indication that such information could not be disclosed and the reasons why this was not done.
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[bookmark: _Toc168502065][bookmark: _Toc271279854]Section 8. Employee benefits (IAS 19)
[bookmark: _Toc168502066]8.1 General provisions
This section applies to all employee benefits, including those provided under formalized plans or other formalized agreements between the Bank and its employees, groups of employees, or their representatives
Employee benefits may include,
· short-term employee benefits, such as wages, social security contributions, paid annual leave and paid sick time, profit-sharing and bonuses, and non-cash benefits (such as health care, housing and motor vehicles, and free or subsidized goods or services) for currently employed employees, the full payment of which is expected before the expiration of twelve months after the end of the annual reporting period in which the employees rendered the related service
Because each of the categories above has different characteristics, this section establishes separate rules for each category.
[bookmark: wp999105][bookmark: wp999106][bookmark: wp999107][bookmark: _Toc271279855][bookmark: _Toc168502067][bookmark: _Toc248586866]8.2 Definitions
The following terms are used in this section with the meanings indicated:
Definitions related to employee benefits
Employee benefits - all forms of compensation provided by the Bank to its employees in return for services rendered or termination of employment.
Short-term employee benefits are employee benefits (other than termination benefits) that are expected to be settled wholly before twelve months after the end of the annual reporting period in which the employees rendered their services.
Other long-term employee benefits - all types of employee benefits other than short-term employee benefits

[bookmark: _Toc271279856][bookmark: _Toc168502068]8.3 Classification 
Benefits provided by the Bank to its employees are divided into four categories:
Short-term employee benefits
Includes employee benefits to be paid within twelve months after the end of the period in which the employees render the related service.
These include:
· wages and social security contributions;
· Short-term absence from work during which employees are paid remuneration in the form of annual leave, sick pay and other benefits;
· profit participation and bonuses;
· non-monetary rewards (health insurance, financial assistance for medical services, free or subsidized goods and services, housing, vehicles) for currently employed workers.
[bookmark: _Toc248586867][bookmark: _Toc271279857][bookmark: _Toc168502069]8.4 . Accounting policies
Short-term employee benefits
The Bank recognizes the undiscounted short-term employee benefits payable in exchange for services rendered by the employee, short-term employee benefits expense is recognized in the statement of comprehensive income within administrative and other operating expenses
For accounting purposes, paid absences from work are categorized as:
· Accumulated paid absences that accrue over the period of an employee's service and can potentially be carried forward and utilized in future periods (carry-forward paid leave, cash compensation for unused vacation). The liability and expense for such benefits are recognized as employees render services that increase their entitlement to future paid absences from work (leave provision). The Bank measures the expected cost of accrued paid leave as the additional amount expected to be paid to employees for unused vacation days accumulated as at the reporting date;
The Bank recognizes employee benefit costs in the form of the following accumulated paid leave balances:
· annual labor leave;
· annual additional labor leaves in accordance with the legislation of the Republic of Kazakhstan, Collective or labor agreements, other rules of the Bank;
· compensation for unused labor leave in case of recall from vacation, termination of employment contract;
· Non-accumulating compensated absences that are not carried forward (sick leave). The liability and expense for such benefits are recognized only when the period of temporary disability occurs.
The Bank also recognizes employee benefit costs in the form of the following social benefits and compensations (guarantees):
· compensation payments for the time spent on business trips;
· compensation payments when an employee is transferred to another location by agreement of the parties;
· guarantees for an employee working in environmental disaster and radiation risk zones; 
· other types of benefits and compensations (guarantees) to employees in accordance with the laws of the Republic of Kazakhstan, Collective Agreement or internal documents of the Bank.
The Bank recognizes, by virtue of the obligations arising from practice and internal documents, the cost of providing non-monetary benefits such as health care to employees.
The procedure for payment and amounts of benefits are determined by the legislation of the Republic of Kazakhstan and internal documents of the Bank.
The Bank recognizes, in accordance with internal documents, the cost of material assistance provided to an employee on a one-off basis in cases not related to work and charitable assistance in the following cases:
· material aid for health improvement;
· financial aid in connection with the birth of a child/adoption or adoption of children, in connection with the death of an employee, spouse, children, parents of an employee and other cases stipulated by the Rules of social support to the Bank's employees;
Expenditure on bonuses and awards (including the value of non-cash bonuses) that are regular or recurring in nature is recognized over the period for which they are paid if:
· The Bank has an obligation arising from contractual or statutory requirements or customary practice;
· this liability can be reliably measured in monetary terms.
Expenses and liabilities for non-recurring incentive payments (other than bonuses and year-end remuneration), including the value of in-kind benefits, are recognized in the reporting period in which the Bank makes the decision to pay the related benefits.
Lump-sum incentive payments are payments that are not of a regular or periodic nature.
[bookmark: wp1005577][bookmark: wp999414][bookmark: wp999417][bookmark: wp999421]Other long-term employee benefits
Other long-term employee benefits may include employee benefits for which the Bank has an obligation to pay in the future, such as deferred compensation.
[bookmark: _Toc271279858][bookmark: _Toc168502070]8.5 Disclosure of information
Disclosure of information on short-term employee benefits
Although this section of the accounting policy does not require specific disclosures about short-term employee benefits, other sections may require them. For example, Section 2 Related Parties (IAS 24) of Chapter 3 requires disclosure of key management personnel benefits, Section 1 Presentation of Financial Statements (IAS 1) of Chapter 1 requires disclosure of the amount of employee benefit expense.
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[bookmark: _Toc270001458][bookmark: _Toc168502071]Section 9. Revenue from contracts with customers (IFRS 15)
[bookmark: _Toc270001459][bookmark: _Toc168502072]9.1 General provisions
The Bank recognizes revenue to reflect the transfer of promised goods or services to customers in an amount equal to the consideration to which the Bank expects to be entitled in exchange for the goods or services. The Bank analyzes the contractual terms and conditions and all relevant facts and circumstances following these principles:
Contract identification
[bookmark: F31712415]The bank will only consider the contract with the buyer if all the criteria listed below are met:
· [bookmark: F31712418]the parties to the contract have approved the contract (in writing, orally or in accordance with other customary business practice) and undertake to perform the obligations set out in the contract;
· [bookmark: F31712420]The bank can identify each party's rights in the goods or services to be transferred;
· [bookmark: F31712422]The bank can identify the payment terms for the goods or services to be transferred;
· [bookmark: F31712424]the contract has commercial substance (i.e. the risks, time allocation or magnitude of future cash flows expected to change as a result of the contract); and
· [bookmark: F31712426]it is probable that the Bank will receive consideration to which it is entitled in exchange for goods or services to be transferred to the customer. In assessing the likelihood of receipt of consideration, the Bank shall consider only the buyer's ability and intention to pay that amount of consideration when due. The amount of consideration to which the Bank will be entitled may be less than the price specified in the contract if the consideration is variable because the Bank may offer the customer a concession in price .
Identification of performance obligations
At contract inception, the Bank shall evaluate the goods or services promised under the contract with the customer and identify as a performance obligation each promise to transfer to the customer:
· A good or service (or bundle of goods or services) that is distinctive; or
· A series of distinguishable goods or services that are substantially the same and are transferred to the purchaser in the same pattern.
Determination of the transaction price
The Bank should analyze the terms of the contract and its customary business practices in determining the transaction price. The transaction price is the amount of consideration to which the Bank expects to be entitled in exchange for transferring promised goods or services to the customer, excluding amounts collected on behalf of third parties (e.g., certain sales taxes). The consideration promised under a contract with a customer may include fixed amounts, variable amounts or both.
Allocation of transaction price to performance obligations
The Bank allocates the transaction price to each performance obligation (or distinct good or service) in an amount that reflects the consideration to which the Bank expects to be entitled in exchange for transferring the promised goods or services to the customer.
Revenue recognition
The Bank shall recognize revenue when (or as) the Bank satisfies a performance obligation by transferring a promised good or service (i.e., an asset) to a customer. An asset is transferred when (or as) the customer obtains control of that asset.
[bookmark: _Toc378283455][bookmark: _Toc494187440][bookmark: _Toc168502073][bookmark: _Toc270001460]9.2 Definitions
A contract is an agreement between two or more parties that creates enforceable rights and obligations.
Customer is a party that has contracted with the Bank to receive goods or services resulting from the Bank's ordinary activities in exchange for consideration.
Income is an increase in economic benefits during the reporting period in the form of receipts or improvements in the quality of assets or decreases in the amount of liabilities that result in an increase in equity that is not attributable to contributions from equity participants.
Duty to perform - a promise in a contract with a buyer to transfer to the buyer:
· A good or service (or bundle of goods or services) that is distinctive; or
· A series of distinguishable goods or services that are substantially the same and are transferred to the customer in the same pattern.
Transaction price (for a contract with a customer) is the amount of consideration to which the Bank expects to be entitled in exchange for transferring promised goods or services to the customer, excluding amounts received on behalf of third parties.
[bookmark: _Toc270001461][bookmark: _Toc494187441][bookmark: _Toc168502074]9.3 Classification
The Bank uses the following classification of income for financial reporting purposes:
Revenues include:
· interest income;
· commission income;
· gains on debt securities at fair value through other comprehensive income; 
· income on securities measured at amortized cost; 
· income from foreign currency transactions;
· income from financial derivative instruments;
· income on repo transactions;
· finance lease income;
· foreign exchange gain.
Income from non-core activities of the Bank, comprising:
· income from sale of fixed and intangible assets
· [bookmark: _Toc270001462]others.
Depending on the nature of the transactions and when new transactions arise, the Bank may add new classifications of types of financial income and income from non-core activities.
[bookmark: _Toc378283458][bookmark: _Toc494187442][bookmark: _Toc168502075]9.4 Disclosure of information
The Bank's financial statements disclose sufficient information to enable users of the financial statements to understand the nature, amount, timing and uncertainty of revenue and cash flows arising from contracts with customers. To achieve this objective, the Bank discloses qualitative and quantitative information about all of the following:
· contracts with customers;
· significant judgments and changes in judgment with respect to such treaties;
· [bookmark: _Toc494187443]assets recognized in connection with the costs of entering into or fulfilling a contract with customers 
The Bank discloses the following material items of income:
Interest income
· loans and advances to customers;
· debt securities at fair value through other comprehensive income;
· securities measured at amortized cost;
· funds in other banks;
· debt securities at fair value through profit or loss;
· repurchase receivables - securities at fair value through profit or loss;
· repurchase receivables - securities at fair value through other comprehensive income;
· cash and cash equivalents;
· finance lease receivables;
· others.
Fee and commission income
· settlement transactions;
· cash transactions;
· fees for increasing the contractual amount of housing construction savings;
· transfer transactions;
· securities transactions;
· fiduciary management operations;
· services under agency agreements;
· subsidy and guarantee programs;
· others.
Other operating income
· the proceeds of a bargain purchase;
· gain on disposal of property, plant and equipment;
· gain on disposal of investment property;
· income from the sale of products;
· income from other services;
· others.
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[bookmark: _Toc248730802][bookmark: _Toc270001469][bookmark: _Toc168502076][bookmark: _Toc255041558]Section 10. Expenses
[bookmark: _Toc248586881][bookmark: _Toc248730803][bookmark: _Toc270001470][bookmark: _Toc168502077]10.1 General provisions
Expenses are recognized as incurred and are reported in the financial statements on an accrual basis in the period to which they relate.
Expenses include expenses necessary to generate income (interest and commission expenses), general and administrative expenses and other operating expenses incurred in the normal course of business.
[bookmark: _Toc248586882][bookmark: _Toc248730804][bookmark: _Toc270001471][bookmark: _Toc168502078][bookmark: _Toc187314000]10.2 Classification 
An expense is a decrease in economic benefits during the reporting period in the form of an outflow or depletion of assets or an increase in liabilities that results in a decrease in equity, other than a decrease related to distributions to equity participants.
Ordinary activities are any activities carried on by the Bank as an integral part of its business and such related activities that are to, or arise out of, the Bank's continuing operations.
The Bank presents an analysis of costs based on their internal function for the Bank in accordance with the structure of the Bank's statement of comprehensive income.
Interest expense
· time deposits of individuals;
· debt securities issued;
· borrowed funds;
· bank deposits;
· overnight deposits from banks;
· correspondent accounts of banks;
· others.
(The subparagraph "Interest expenses" of item 10.2. was amended by the decision of the Board of Directors dated 31.10.2019 (Minutes No. 13)
Fee and commission expense
· agents
· settlement transactions;
· cash transactions;
· securities transactions;
· financial instruments through profit and loss;
· others.
General and administrative other operating expenses
· personnel costs;
· depreciation of property, plant and equipment;
· impairment of property, plant and equipment;
· reversal of impairment of property, plant and equipment;
· amortization of software and other intangible assets;
· utilities;
· professional services;
· advertising and marketing services;
· lease expenses;
· communication services;
· technical support;
· expenses on contractual agreements;
· travel expenses;
· materials;
· collection costs;
· transportation costs;
· costs associated with security services;
· other taxes other than income tax;
· provisions for tax risks;
· expenses from the sale of property, plant and equipment and intangible assets;
· others.
Income tax expense:
· current corporate income tax expense;
· deferred income tax expense. 
The Bank may add new classifications of expense types depending on the nature of transactions and when new transactions arise.
[bookmark: _Toc248586883][bookmark: _Toc248730805][bookmark: _Toc270001472][bookmark: _Toc168502079]10.3 Accounting policies
[bookmark: _Toc187314002]Method of expense recognition
Expenses are recognized in accounting when the following conditions exist:
· the amount of the expenditure can be reliably determined;
· if there is a decrease in future economic benefits associated with a decrease in an asset or an increase in a liability.
This means that an expense is recognized in the accounting period in which the increase in liability or decrease in asset is recognized.
Expenses should be recognized in the same period in which the income in connection with which the expenses are incurred is recognized, or when it becomes apparent that the expenses will not result in any income, irrespective of the time of actual cash payment or other form of realization.
Such recognition involves the simultaneous recognition of income and expenses arising directly and jointly from the same transactions or other events.
When economic benefits are expected to arise over several accounting periods and the relationship with income can be traced only generally or indirectly, expenses are recognized over several accounting periods during which the related economic benefits arise. The allocation of expenses to accounting periods is based on a reasonable and systematic determination of the amounts recognized in each accounting period. 
When the costs incurred do not result in the expected economic benefits, or when future economic benefits do not or no longer meet the requirements for recognition as an asset on the balance sheet, then the costs are recognized as an expense in the period in which the circumstances are identified.
An expense is also recognized when a liability is incurred without recognizing an asset.
Expenses are recognized irrespective of how they are taken for the purposes of calculating the taxable base.
The following distributions are not recognized as expenses because they do not result in a reduction in equity other than a reduction related to distributions to equity participants:
· under commission, agency and other similar contracts on behalf of the commissioner, principal, etc;
· by way of preliminary payment for products, goods, works, services;
· a deposit;
· transactions arising from the exchange of assets of similar quality and quantity, i.e., when the exchange does not have commercial substance.
[bookmark: _Toc187314003]Cost estimation
Interest expense is recognized on an accrual basis for all debt instruments using the effective interest method. This calculation includes in interest expense all fees and commissions paid by the parties to the contract that are an integral part of the effective interest rate, transaction costs and all other premiums or discounts. 
Fees integral to the effective interest rate include origination fees paid in connection with the creation or acquisition of a financial asset or issuance of a financial liability (for example, fees for evaluating creditworthiness, evaluating or recording guarantees or collateral, negotiating the terms of the instrument and for processing transaction documents). 
When loans and other debt instruments become doubtful of collection, they are written down to their recoverable amounts and interest income is thereafter recognized based on the effective interest rate used to discount the future cash flows for the purpose of measuring the impairment.
All other expenses are generally recognized on an accrual basis, depending on the stage of completion of the specific transaction, defined as the actual service provided as a proportion of the total services to be provided. 
Administrative and other operating expenses are recognized in the amount equal to the amount of services rendered in cash or the amount of recognized accounts payable excluding VAT. The amount of payment or accounts payable is determined based on the contract price and other terms and conditions agreed upon by the supplier in the contract for the sale of goods, works and services. If the price is not stipulated in the contract or cannot be determined from the terms of the contract, the goods, works and services received are recognized at fair value. 
In case of non-cash payment (if the price cannot be established from the terms of the contract or is not stipulated in the contract), the expense to be recognized is measured at the fair value of the goods, services, property received, adjusted by the amount of cash or cash equivalents transferred.
Where payment discounts are granted, the expense is adjusted by the amount of the discount (if the expense is recognized before payment is made) or recognized at the amount of the consideration actually paid (if the recognition date and the payment date are in the same accounting period). This provision relates to discounts that may be granted for payment within a specified (contractually agreed or invoiced) shorter period of time.
If the primary documents are received after the final closing of the reporting period, the adjustment of expenses and income is made in the next reporting period.
A similar approach is applied to work and services of a production and general business nature for which primary documents have not yet been received (uninvoiced work and services).

Fines and penalties shall be assessed on fines and penalties awarded or recognized by the debtor, applying this provision retrospectively. 

When recognizing the amount of forfeit (fine, penalty) in accounting, the Bank is guided by the principle of conservatism, i.e. the amounts of forfeit (fine, penalty) are recognized in income when the Bank has a full probability of receiving them.
If there are no recorded amounts of services received/provided, the charge is based on a calculation based on the amount actually incurred for the previous month. 
During the reporting year, if the Bank accrues income/expenses on services by accrual method more/less than the actual amount of income/expenses according to primary documents, a corrective accounting entry shall be made in the full amount. (The last paragraph of item 10.3 was amended by the decision of the Board of Directors No. 14 dated 26.11.2018).
[bookmark: _Toc187314005][bookmark: _Toc248586884][bookmark: _Toc248730806][bookmark: _Toc270001473][bookmark: _Toc168502080]10.4 Disclosure of information
Expenses and losses for the period are recognized in the statement of comprehensive income as follows:
Interest Expense:
· time deposits of individuals;
· debt securities issued;
· borrowed funds;
· bank deposits;
· overnight deposits from banks;
· correspondent accounts of banks;
· expenses on foreign currency transactions;
· others.
(The subparagraph "Interest expenses" of item 10.4. was amended by the decision of the Board of Directors dated 31.10.2019 (Minutes No. 13)

Commission Costs:
· settlement transactions;
· cash transactions;
· collection;
· securities transactions;
· commission payments on guaranteed loans received;
· others.
Administrative and other operating expenses:
· personnel costs;
· depreciation of property, plant and equipment;
· impairment of property, plant and equipment;
· reversal of impairment of property, plant and equipment;
· amortization of software and other intangible assets;
· utilities;
· operating lease expense;
· other costs related to property, plant and equipment;
· professional services;
· advertising and marketing services;
· costs associated with security services;
· other taxes other than income tax;
· provisions for tax risks;
· provision for performance guarantees;
· others.
Income tax expense:
· current income tax expense;
· deferred taxation.
The Bank discloses the largest items of expenses by cost elements in the notes to the financial statements. Such elements as depreciation and amortization, materials and personnel expenses are mandatory for disclosure. Significant items of other expenses (losses) are also subject to mandatory disclosure in the notes to the statements.
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[bookmark: _Toc168502081]Section 11. Impairment of assets (IAS 36)
[bookmark: _Toc255041559][bookmark: _Toc168502082]11.1 General provisions
At each reporting date, management assesses whether there is any indication of impairment of assets. If any such indication exists, management estimates the recoverable amount, which is determined as the higher of an asset's fair value less costs to sell and its value in use. The carrying amount of the asset is reduced to its recoverable amount and an impairment loss is recognized in the consolidated statement of comprehensive income for any excess of the asset's carrying amount over its recoverable amount. If there has been a change in estimates resulting in an increase in the recoverable amount of the asset, the impairment loss recognized for the asset in prior periods is reversed.
[bookmark: _Toc255041560][bookmark: _Toc168502083]11.2 Definitions
An active market is a market where all of the following conditions are met:
· objects of transactions on the market are homogeneous; 
· there are usually willing buyers and sellers available at any time; and
· price information is publicly available.
Carrying amount is the amount at which the asset is recognized after deducting the amount of accumulated depreciation and accumulated impairment loss. 
A cash-generating unit is the smallest identifiable group of assets that generates cash inflows that are largely independent of the cash inflows from other assets or groups of assets. 
Corporate assets are assets, other than goodwill, that contribute to the future cash flows of the cash-generating unit and other cash-generating units. 
Costs to sell are incremental costs that are directly attributable to the sale of an asset or cash-generating unit other than finance costs and income tax expense. 
Amortized cost is the actual cost of acquiring an asset or other amount recorded in the financial statements in lieu of actual costs, less its residual value. 
Depreciation is the systematic allocation of the depreciable amount of an asset over its useful life.
Fair value less costs to sell is the price that would be received to sell an asset or cash-generating unit or paid to transfer a liability in an orderly transaction between market participants at the measurement date, less costs to sell. 
An impairment loss is the amount by which the carrying amount of an asset or cash-generating unit exceeds its recoverable amount. 
The recoverable amount of an asset or cash-generating unit is the higher of its fair value less costs to sell or its value in use. 
The value in use of an asset is the present value of the future cash flows expected to be derived from the asset or cash-generating unit.
Useful life is either: 
· The period of time over which the entity expects to use the asset; or 
· The number of units of production or similar units that the entity expects to obtain from the use of the asset.

[bookmark: _Toc255041561][bookmark: _Toc168502084]11.3 Accounting policies
Impairment of financial assets
Impairment of financial assets is given in section 3 "Financial assets and liabilities (IAS 32, IFRS 9, IFRS 7)" of chapter 2.
Impairment of advances
Advances are recognized in the financial statements at historical cost. The following events may serve as indicators of impairment of advances:
· Significant financial difficulties of the counterparty
· Breach of contract by the counterparty, e.g. breach of delivery deadlines
· Possibility of bankruptcy or other financial reorganization of the counterparty
· National or local economic conditions that correlate with the inability of the counterparty to fulfill the obligation (e.g., negative changes in the industry).
When there is an indication that advances may be impaired, it is necessary to assess whether it is more likely than not that the assets, goods or services related to the advances will not be received.  An event is considered probable if it is more likely than not to occur, i.e. it is more likely than not that the event will occur.
If it is probable that the assets, goods or services relating to an advance will not be received, the carrying amount of the advance must be written down to the extent that collection is no longer probable and a corresponding impairment loss recognized in profit or loss for the year.
Indicators of possible impairment of non-financial assets
The Bank assesses at each reporting date whether there is any indication that an asset may be impaired. If any indication exists that an asset may be impaired, the Bank estimates the asset's recoverable amount. If there is no indication of impairment, there is no need to make a formal estimate of the asset's recoverable amount.
Regardless of the existence of indications, the Bank annually calculates the recoverable amount for:
· intangible assets with indefinite useful lives;
· intangible assets not put into operation (capital investments in intangible assets).
The Bank considers the following attributes, both internal and external.
External sources of information 
· during the period, the market value of the asset has decreased by a significantly greater amount than would be expected under the passage of time or normal use;
· significant changes that had a negative effect on the Bank occurred during the period or are expected to occur in the near future in the market, economic or legal environment in which the Bank operates or in the market for which the asset is intended;
· market interest rates or other market-based measures of investment returns have increased during the period and these increases are likely to affect the discount rate used in calculating the asset's value in use and significantly reduce its recoverable amount;
· the book value of the Bank's net assets exceeds its market capitalization. 
Internal sources of information 
· there is evidence of obsolescence or physical damage to the asset;
· significant changes that adversely affect the Bank occurred during the period or are expected to occur in the near future in the degree or manner of the current or proposed use of the asset. Such changes include: downtime of the asset, plans to discontinue or restructure the business in which the asset is used, plans to dispose of the asset before the previously anticipated date of disposal, and reassessment of the useful life of the asset from finite to indefinite;
· internal reporting indicates that the current or future performance of the asset is worse than expected;
· other indications that the value of the asset may be impaired: the cash required to acquire the asset or to operate and maintain it is significantly higher than previously budgeted; net cash flows are significantly lower than budgeted; and net cash outflows are projected over the useful life of the asset.
The materiality principle is applied in assessing indications of possible impairment. No estimate of recoverable amount is made:
· if the analysis indicates that the asset's recoverable amount is insensitive to one (or more) of the indicators that the asset may be impaired;
· if changes in market interest rates have not materially affected the discount rate or the recoverable amount (for example, an increase in cash inflows offset an increase in the interest rate);
· if previous calculations indicate that the recoverable amount of an asset is significantly greater than its carrying amount, provided that no event has occurred that would eliminate the difference;
· when the cost of an asset is reduced as a result of a revised useful life, a change in the depreciation method, or a reduction in the residual value of the asset.
Estimation of recoverable amount
The recoverable amount is the higher of the fair value less costs to sell and the value in use of the asset.
If either of these two amounts is greater than or equal to the carrying amount of the asset, the asset is not impaired and the second amount is not calculated.
The most accurate measure of an asset's fair value less costs to sell is the price specified in a binding sale agreement between independent parties, taking into account incremental costs that would be directly attributable to the disposal of the asset. 
If a binding sale agreement does not exist, but the asset is traded in an active market, the fair value less costs to sell equals the market price of the asset less costs of disposal. An appropriate market price for this purpose is usually the current bid price of the buyer. In the absence of a current bid price, the most recent transaction price may be used as a basis for estimating fair value less costs to sell, provided that there have been no significant changes in economic conditions between the transaction date and the date of valuation.
In the absence of a binding sale agreement or an active market for the asset, fair value less costs to sell is based on the best information available that reflects the amount that the Bank could realize at the end of the reporting period from the disposal of the asset in an arm's length transaction between knowledgeable, willing parties after deducting the costs of disposal. In determining this amount, the Bank considers the results of recent transactions involving similar assets in the same industry. Fair value less costs to sell does not reflect a forced sale unless management is forced to make an immediate sale.
If fair value less costs to sell cannot be determined due to the lack of a basis for a reliable estimate, its value in use is taken as its recoverable amount.

The calculation of operational value includes:
· the calculation of future cash inflows and outflows expected to arise from the continued use of the asset and from its disposal at the end of its useful life;
· applying an appropriate discount rate to future cash flows.
Determination of future cash flows
Cash flow projections:
· are based on reasonable and supportable assumptions that reflect the current condition of the asset and represent management's best estimates of the economic conditions that will exist over the remaining life of the asset;
· are based on the latest available financial budgets and forecasts approved by management.
Future cash flows should include:
· future cash flows from the continued use of the asset;
· future cash payments required to generate cash inflows associated with the continued use of the asset;
· the net cash flows expected to be received on disposal of the asset at the end of its useful life.
Future cash flows are estimated for the asset in its present condition and should not include estimated future cash inflows and outflows expected to arise from:
· future restructuring that the entity has not yet commenced or restructuring-related cost reductions and benefits (refer to section 7 Provisions, contingent assets and contingent liabilities (IAS 37) in Chapter 2 of this accounting policy);
· future capital expenditures that will increase the productivity of the asset or the related cash inflows that will result from such expenditures;
· financial activities;
· receipts or payments of corporate income tax.
A restructuring is a program planned and supervised by the Bank's management that significantly changes either:
· the scale of the Bank's operations; or
· the way in which these activities are conducted.
Cash flows are estimated in the currency in which they will be generated and then discounted using a discount rate appropriate for that currency. The Bank translates the resulting present value using the exchange rate prevailing at the date when the value in use of the asset is calculated.
discount rate
The discount rate is the rate applied to pre-tax cash flows that reflects current market valuations:
· the risk-free interest rate;
· risk premiums;
· Inflation.
When the rate specific to an asset cannot be obtained directly from the market, the Bank uses surrogate inputs to estimate the discount rate. 
To estimate the discount rate, the Bank takes into account the following indicators as a starting point:
· the Bank's weighted average cost of capital (WACC) determined using methods such as the long-term asset pricing model (CAPM);
· incremental interest rate on borrowed capital; and
· other market borrowing rates.
These rates, however, are being adjusted:
· to reflect the way in which the market will assess the specific risks associated with the asset's projected cash flows; and
· to exclude risks that are not relevant to the asset's projected cash flows or for which the projected cash flows have already been adjusted.
Risks such as country, currency and price risks are taken into account.
To avoid double counting, the discount rate does not reflect the risks for which estimates of future cash flows have already been adjusted.
The discount rate is independent of the Bank's capital structure and the way in which the Bank finances the purchase of the asset because the future cash flows expected to arise from the asset are independent of the way in which the Bank finances the purchase of the asset.
The Bank generally uses a single discount rate to estimate the asset's value in use. However, the Bank uses separate discount rates for different future periods if the asset's value in use is sensitive to risk differentials between periods or to the term structure of interest rates.
Cash generating units
Where it is not possible to estimate the recoverable amount of an individual asset, the recoverable amount of the cash-generating unit to which the asset belongs is estimated.
Sometimes it is possible to identify cash flows from a particular asset, but those cash flows cannot be generated separately from other assets. In such cases, the asset should not be considered separately. It should be considered as part of the cash-generating unit to which the asset belongs.
A cash-generating unit ("CGU") is the smallest identifiable group of assets that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or groups of assets.
If there is an active market for the output that an asset or group of assets produces, that asset or group of assets should be identified as a cash-generating unit, even if that output or part of it is used for internal needs.
Generating units shall be determined consistently from period to period for the same assets or groups of assets, unless a change is justified.
The rules applicable to the allocation of goodwill to cash-generating units are set out below.
Recoverable amount and carrying amount of cash-generating unit
The recoverable amount of a cash-generating unit is the higher of the two values: 
· its fair value less costs of disposal and 
· of its operational value.
Clearly the above looks like this:


The carrying amount of the cash-generating unit shall be determined in accordance with the method for determining the recoverable amount of the cash-generating unit.
Carrying amount of the cash-generating unit:
· includes the carrying amount of only those assets that generate cash inflows;
· does not include the carrying amount of any recognized liability (unless the recoverable amount of the cash-generating unit cannot be determined without taking into account that liability).
When assets are grouped for the purpose of assessing recoverable amount, it is important that all assets that generate relevant cash inflows are included in the cash-generating unit. Otherwise, it may appear that the value of the cash-generating unit is fully recoverable when in fact there is an impairment loss.
Where assets or liabilities (e.g. receivables or other financial assets, payables, pensions or other estimated liabilities) contribute to the cash flows or outflows of the unit, the recoverable amount is determined by taking into account those assets and liabilities. In such cases, the carrying amount of the cash-generating unit is increased by the carrying amount of those assets and decreased by the carrying amount of those liabilities.
In order to determine the recoverable amount of a cash-generating unit, it may be necessary to consider certain recognized liabilities. This may occur if the disposal of a cash-generating unit requires the buyer to assume a liability. In this case, the fair value less costs of disposal (or estimated cash flows on final disposal) of the cash-generating unit is the estimated selling price of the assets of the unit, together with the liabilities, less costs of disposal.
The carrying amount of the liability is deducted in arriving at both the recoverable amount and the carrying amount of the asset in order to compare the carrying amount of the cash-generating unit with its recoverable amount.
Impairment test
Below is a chart showing at what point an impairment test should be performed:
[image: ]
Performing impairment testing of corporate assets
As corporate assets do not generate cash flows per se, the recoverable amount of individual corporate assets cannot be determined unless management has elected to dispose of the asset. Consequently, if there is an indication that a corporate asset may be impaired, the recoverable amount is determined for the cash-generating unit or group of cash-generating units to which the asset belongs and compared to the carrying amount of the cash-generating unit or group of cash-generating units. In testing a cash-generating unit for impairment, the Bank identifies all corporate assets that are allocated to the cash-generating unit under review. If a portion of the carrying amount of a corporate asset:
· can be allocated to such a unit on a reasonable and consistent basis, the Bank compares the carrying amount of the unit, including the portion of the carrying amount of the corporate asset allocated to the cash-generating unit, to its recoverable amount.
· cannot reasonably and consistently be attributed to such unit, Bank:
· compares the carrying amount of the unit, excluding the corporate asset, to its recoverable amount and recognizes any impairment loss;
· Identifies the smallest group of cash-generating units to which the cash-generating unit under review belongs and to which a portion of the carrying amount of the corporate asset can be allocated on a reasonable and consistent basis; and, 
· compares the carrying amount of such group of cash-generating units, including the portion of the carrying amount of the corporate asset allocated to such group of units, with the recoverable amount of that group of units.
Accounting for impairment losses
When the recoverable amount of an asset is lower than its carrying amount, the carrying amount of the asset is reduced to its recoverable amount. This reduction represents an impairment loss.
An impairment loss is recognized as an expense in the statement of comprehensive income in the current reporting period, unless the asset is carried at a revalued amount in accordance with another section.
In allocating an impairment loss, care should be taken to ensure that the carrying amount of the asset is not less than the higher of the following amounts:
· fair value less costs of disposal (if determinable);
· the value in use of the asset (if determinable);
· zero.
Once an impairment loss has been recognized, the depreciation charge for the asset is adjusted in future periods to reflect the asset's new carrying amount, less its residual value, if any, on a systematic basis over its remaining useful life.
Reversal of impairment losses
An impairment loss recognized in prior periods is reversed only if there has been a change in the estimates used to determine the asset's recoverable amount since the last impairment loss was recognized. In order to reverse an impairment loss, the carrying amount of the asset must be increased to its recoverable amount. This increase is a reversal of an impairment loss. 
Where a loss is reversed for an individual asset, the carrying amount of the asset increased as a result of the reversal must not exceed the carrying amount that would have been determined had no impairment loss been recognized in prior periods. 
A reversal of an impairment loss should be recognized immediately in the statement of comprehensive income.
After the reversal of an impairment loss, the depreciation charge for the related asset is adjusted prospectively to write off the asset's adjusted carrying amount less its residual value on a straight-line basis over the asset's remaining useful life. 
[bookmark: _Toc255041562][bookmark: _Toc168502085]11.4 Disclosure of information
For each class of assets, the financial statements should disclose the amount recognized in profit or loss, and an indication of the relevant line in the statement of comprehensive income in which the amount of loss is recognized, in respect of:
· impairment losses;
· reversal of impairment losses.
If an impairment loss for an individual asset (cash-generating unit) recognized or reversed in the reporting period is material to the Bank's financial statements as a whole, the following disclosures are required:
· the events or circumstances that led to the recognition or reversal of an impairment loss;
· the amount of impairment loss recognized or reversed;
· For an individual asset, a description of the asset and the reportable segment to which the asset belongs;
· the amount of impairment loss recognized or reversed: by asset type and by reportable segment;
· If the recoverable amount is fair value less costs to sell, a disclosure of how it was determined (e.g., whether it was determined based on market information or otherwise); and
· if the recoverable amount is value in use, the discount rates used in the current estimate and in the previous estimate (if any) of the value in use shall be disclosed.
The following information is disclosed for the cumulative impairment losses recognized and reversed:
· major classes of assets that have been impaired (or for which a previously recognized impairment has been reversed); and
· the key events and circumstances that led to the recognition (reversal) of impairment losses.
For each cash-generating unit, or group of cash-generating units, for which the carrying amount of goodwill or indefinite-lived intangible assets allocated to that cash-generating unit or group of cash-generating units is significant in relation to the aggregate carrying amount of goodwill or indefinite-lived intangible assets, the following information is provided:
· the carrying amount of goodwill allocated to the cash-generating unit (group of units);
· carrying amount of intangible assets with indefinite useful life allocated to a cash-generating unit (group of units);
· the basis for determining the recoverable amount of a cash-generating unit (i.e., value in use or fair value less costs to sell);
· If the recoverable amount of a cash-generating unit (group of units) is based on value in use, the following information is provided:
· a description of all key assumptions made by management to prepare cash flow projections for the period covered by current budgets/plans (key assumptions are those against which the recoverable amount of the cash-generating unit is most volatile);
· a description of management's approach to determining the value of each key assumption; whether these values reflect past experience and/or are consistent with external sources of information, if relevant. If not, how and why they differ from past experience and/or external sources of information;
· the period of cash flow projections based on financial plans/budgets approved by management and, if the period used for the cash-generating unit (group of units) exceeds five years, the rationale for using a longer period;
· the growth rate used to extrapolate the cash flow forecast beyond the period covered by current budgets/plans and, if any, a justification for the growth rate exceeding the long-term average growth rate for the products, industries and countries in which the Bank operates or for the market to which the cash-generating unit (group of units) belongs;
· and discount rate(s) applied to cash flow projections;
· If the recoverable amount of the cash-generating unit is fair value less costs to sell, the methodology used to determine fair value less costs to sell is disclosed. If the fair value less costs to sell is not based on observable market prices, the following disclosures are provided:
· A description of all key assumptions on which management has calculated fair value less costs to sell (key assumptions are those against which the recoverable amount of the cash-generating unit is most volatile); and
· a description of management's approach to determining the significance of each key assumption; whether the values reflect past experience and/or are consistent with external sources of information, if relevant. If not, how and why they differ from past experience and/or external sources of information.
If management determines fair value less costs to sell through a cash flow reconciliation, the following disclosures are required:
· the period over which management forecasts cash flows;
· growth rate used to extrapolate cash flow projections;
· discount rates used for cash flow projections.
If it is reasonable to expect a change in a key assumption on the basis of which management determined the recoverable amounts of cash-generating units that would cause the carrying amount of a cash-generating unit to exceed its recoverable amount, disclosed:
· the difference between the recoverable amount of the cash-generating unit and its carrying amount;
· the values of the key assumptions adopted and the amount by which the value of the key assumption must change, taking into account the consequential effect of that change on the other variables underlying the recoverable amount estimate, in order for the recoverable amount to equal the carrying amount.
If some or all of the carrying amount of goodwill or intangible assets with indefinite useful lives is allocated to more than one cash-generating unit (or group of cash-generating units), and the amount allocated to each cash-generating unit (or group of cash-generating units) is not material compared to the total carrying amount of goodwill or intangible assets with indefinite useful lives of the Bank, this fact is disclosed and the total amount of goodwill or intangible assets with indefinite useful lives is reported in the statement of financial position.
If the recoverable amounts of multiple cash-generating units (or groups of cash-generating units) are based on the same key assumptions and the aggregate carrying amount of goodwill or intangible assets with definite useful lives is allocated to those cash-generating units and is material, the Bank discloses that fact and indicates:
· the total carrying amount of intangible assets with indefinite useful lives allocated to the cash-generating units (or groups of cash-generating units);
· description of key assumptions;
· a description of management's approach to determining the value of each key assumption; whether these values reflect past experience and/or are consistent with external sources of information, if relevant. If not, how and why they differ from past experience and/or external sources of information; and
· if a change in a key assumption that would cause the carrying amount of a cash-generating unit (or group of cash-generating units) to exceed its recoverable amount can be expected, is disclosed:
· the difference between the recoverable amount of the cash-generating unit and its carrying amount;
· the values of key assumptions adopted; and
· the amount by which the value of the key assumption must change, taking into account the consequential effect of that change on the other variables underlying the recoverable amount estimate, in order for the recoverable amount of the cash-generating unit (or group of cash-generating units) to equal its carrying amount.
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[bookmark: _Toc168502086]Section 12. Leases (IFRS 16)
[bookmark: _Toc168502087]12.1 General Provisions.
This section of the Accounting Policy is applied by the Bank to account for leases. The Bank must consider the terms of the contracts and all relevant facts and circumstances.
At the inception of the contract, the Bank must assess whether the contract as a whole or its individual components is a lease. A contract or its separate components is a lease if the contract conveys the right to control the use of an identified asset for a specified period of time in exchange for consideration.
An identified asset can be a part of an asset that is physically distinguishable (e.g., a floor of a building). 
The right to control the use of an identified asset is determined by the presence of the following characteristics:
· the right to obtain substantially all of the economic benefits from the use of the identified asset;
· the right to direct the use of the identified asset. 

The leased asset must be explicitly or implicitly specified in the contract, and the lessor must not have a substantive right to substitute the asset during the period of use. 
The Bank reassesses whether an arrangement is, or contains, a lease only if the terms of the arrangement are modified.
[bookmark: _Toc168502088]12.2 Definitions.
A right-of-use asset is an asset that represents the lessee's right to use the underlying asset during the lease term.
A lease is a contract or part of a contract that conveys the right to use an asset (the underlying asset) for a specified period of time in exchange for consideration. 
Lessee - An entity that receives the right to use an underlying asset for a specified period in exchange for consideration.
A lessor is an entity that grants the right to use an underlying asset for a specified period in exchange for consideration.
Lease payments are payments made by the lessee to the lessor in respect of the right to use the underlying asset during the lease term, which include the following:
-fixed payments (including substantially fixed payments) less any lease incentive payments;
-Variable lease payments that depend on an index or rate;
-The exercise price of a purchase option if it is reasonably certain that the lessee will exercise that option; and
-Payments of lease termination penalties if the lease term reflects the tenant's potential exercise of an option to terminate the lease.
An underlying asset is an asset that is the subject of a lease, the right to use which has been granted to the lessee by the lessor.
The commencement date of a lease is the date on which the lessor makes the underlying asset available for use by the lessee.
CHAPTER 2. GENERAL ACCOUNTING POLICIES 
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CHAPTER 2. GENERAL ACCOUNTING POLICIES 
Section 13. Taxes (IAS 12)

A short-term lease is a lease with a lease term of 12 months or less at the commencement date. A lease that contains a purchase option is not a short-term lease.
Lease modification - A change in the scope of a lease or the consideration for a lease that was not contemplated by the original terms of the lease.
Initial direct costs are incremental costs attributable to entering into a lease that would not have been incurred if the lease had not been entered into, except for such costs incurred by lessors that are manufacturers or dealers in connection with finance leases.
Lease term is the non-cancellable period during which the lessee has the right to use the underlying asset, together with:
(a) The periods for which the option to extend the lease is exercisable if it is reasonably certain that the lessee will exercise the option; and
(b) Periods subject to an option to terminate the lease if it is reasonably certain that the lessee will not exercise that option.
Economic life - either the period of time during which it is expected that one or more users will be able to use the asset economically, or the number of units of output or similar units expected to be derived from the asset by one or more users.
The incremental borrowing rate is the rate at which, at the inception of the lease, the Bank would borrow for a similar term and with similar collateral to acquire an asset of similar value to the right-of-use asset in similar economic circumstances.
Lease incentive payments - payments made by a lessor to a lessee in connection with a lease or reimbursement by the lessor of the lessee's costs.
[bookmark: _Toc168502089]12.3 Accounting Principles. 
Lessee Accounting.
Initial Assessment.
At the commencement date, a lessee recognizes a right-of-use asset and a lease liability.

A right-of-use asset is measured at cost, which includes:
· The amount of the initial measurement of the lease liability;
· lease payments on or before the commencement date less lease incentive payments received;
· Initial direct costs incurred by the lessee; and
· An estimate of the costs that would be incurred by the lessee to dismantle and remove the underlying asset, restore the site on which it is located or restore the underlying asset to the condition required by the lease, unless those costs are incurred to produce inventories.
The lease liability is measured at the present value of the lease payments that have not yet been made at that date. Lease payments are to be discounted using the interest rate implicit in the lease. If this rate cannot be readily determined, the Bank shall use the lessee's incremental borrowing rate. 
Lease payments that are included in the measurement of the lease liability at the commencement date consist of the following payments for the right to use the underlying asset during the lease term that have not yet been made at the commencement date: 
· fixed payments less any lease incentive payments receivable; 
· Variable lease payments that depend on an index or rate, initially measured using the index or rate at the commencement date; 
· the amounts expected to be paid by the lessee under the residual value guarantees; 
· The exercise price of a purchase option when it is reasonably certain that the lessee will exercise that option; and 
· 
· payments of lease termination penalties if the lease term reflects the lessee's potential exercise of an option to terminate the lease.

Follow-up assessment. 
After the commencement date, a lessee shall measure the right-of-use asset using the cost model, except for assets measured at revalued amounts in accordance with IAS 16 for groups of property, plant and equipment accounted for using the revaluation model.
To apply the cost model, a lessee must measure the right-of-use asset at cost: 
· less accumulated amortization and accumulated impairment losses; and 
· adjusted for the revaluation of the lease liability.
Right-of-use assets are depreciated using the straight-line method of depreciation. 
Amortization of the right-of-use asset begins on the commencement date of the lease. 
If ownership of the underlying asset is transferred to the lessee or the lessee is expected to exercise the right to purchase it, depreciation is charged to the end of the useful life of the underlying asset. Otherwise, to the earlier of the end of the useful life of the right-of-use asset or the end of the lease.

Subsequent to the commencement date, the Bank shall measure the lease liability as follows:
(a) Increasing the carrying amount to reflect the interest on the lease liability;
(b) Reducing the carrying amount to reflect the lease payments made; and
(c) Reassessing the carrying amount to reflect the revaluation or modification of leases or to reflect substantially revised fixed lease payments.
Interest on the lease liability at each period during the lease term shall be represented by an amount that produces a constant periodic rate of interest on the remaining balance of the lease liability.
Simplifications of a practical nature.
The lessee has the right not to apply the new accounting model to:
(a) Leases of 12 months or less. The decision to apply the exemption is made by class of underlying asset; and
(b) Leases in which the underlying asset, being new, is of low value (even if the cumulative effect is significant). The decision to apply the exemption may be made on a lease-by-lease basis. 
In this case, the Bank would allocate the related lease payments on a systematic basis (generally on a straight-line basis).
If the Bank elects to apply the simplified accounting system to a short-term lease contract, it should consider the lease contract as a new lease contract in the following cases:
· In the case of a lease modification; or
· in the event of a change in the lease term.

[bookmark: _Toc168502090]12.4 Lease modifications
A lease modification is accounted for as a separate lease if the following two conditions are met:
· The modification increases the scope of the lease by adding the right to use one or more underlying assets; and
· rent reimbursement is increased by an amount commensurate with the individual contract price for the increased volume and appropriate adjustments to such price to reflect the circumstances of the particular contract.

[bookmark: _Toc168502091]12.5 Disclosure of information.
The Bank discloses information about its leases in which it is a lessee in a single note or in a separate section of its financial statements that, together with the information presented in the statement of financial position, statement of profit or loss and statement of cash flows, provides a basis for users of the financial statements to evaluate the effect of leases on the Bank's financial position, financial performance and cash flows.
[bookmark: F45929345]The Bank discloses the following amounts for the reporting period:
· [bookmark: F45929348]depreciation of right-of-use assets according to the type of underlying asset;
· [bookmark: F45929350]
· interest expense on lease liabilities;
· [bookmark: F45929382][bookmark: F45929388]An expense relating to short-term leases accounted for using the simplified method. Such expense shall not include expense relating to leases with a lease term of one month or less;
· [bookmark: F45929384]The expense relating to leases of low-value assets that are accounted for using the simplified method, not including the expense described in the preceding paragraph;
· The expense relating to variable lease payments not included in the measurement of the lease liability;
· income from sublease of assets in the form of right-of-use;
· [bookmark: F45929390]total cash outflows for leases;
· [bookmark: F45929392]asset additions in the form of right-of-use assets;
· [bookmark: F45929394]Gains or losses arising from sale and leaseback transactions; and
· [bookmark: F45929396]the carrying amount of right-of-use assets at the end of the reporting period according to the type of underlying asset.
[bookmark: F45929403]In addition to these disclosures, the Bank is required to disclose additional qualitative and quantitative information about its leasing activities. 
[bookmark: F45929422]When applying the simplified accounting system to short-term leases or leases of low-value assets the Bank should disclose this fact.

[bookmark: _Toc168502092]12.6 Transition to IFRS 16
[bookmark: _Toc251171031][bookmark: _Toc255041575]The Bank applies this Standard for annual periods beginning on the effective date of IFRS 16. (Section 12 was amended by the decision of the Board of Directors dated 26.11.2018 (Minutes No. 14))



















[bookmark: _Toc168502093]Section 13. Taxes (IAS 12)
[bookmark: _Toc251171032][bookmark: _Toc255041576][bookmark: _Toc168502094]13.1 General provisions
The Bank maintains its tax accounting records in accordance with the Bank's tax accounting policies developed in accordance with the tax legislation of the Republic of Kazakhstan and approved by the Management Board of the Bank. 

Tax returns are submitted by the Bank in the manner and according to the forms established by the authorized state body in accordance with the tax legislation of the Republic of Kazakhstan.  

Amendments and additions to tax reporting shall be made by the Bank by preparing an additional tax return/calculation for the tax period to which such amendments and additions relate.

Tax returns are kept by the Bank for the statute of limitations period prescribed by tax legislation.
Income tax comprises current corporate income tax based on taxable profit and deferred income tax. Income tax is recognized in the statement of comprehensive income except to the extent that it relates to items included in other comprehensive income or equity, in which case it is recognized in other comprehensive income or equity, respectively. 
Current corporate income tax is the amount expected to be paid to or recovered from the state budget in respect of taxable profits or losses for the current and prior periods. Taxable profits or losses are based on estimates if the financial statements are authorized prior to the filing of the related tax returns. Taxes other than income taxes are recorded within operating expenses.
Deferred income tax is recognized using the balance sheet liability method on temporary differences between the carrying amounts of assets and liabilities for financial reporting purposes and the tax bases of those assets and liabilities determined for tax purposes. Deferred income taxes are not recognized for temporary differences that arise: 
· on initial recognition of an asset or liability in a transaction that is not a business combination and, at the time of the transaction, affects neither accounting profit nor taxable profit; and
Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the asset is realized or utilized, or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the statement of financial position date.
Deferred income tax assets for deductible temporary differences and tax loss carry forwards are recognized only to the extent that it is probable that future taxable profit will be available against which the deductions can be utilized. Deferred income tax assets are reduced to the extent that it is no longer probable that the related tax benefit will be realized.
Value added tax (VAT)
VAT related to sales is payable to the Kazakhstan budget when goods are shipped or services are rendered. VAT paid on purchases of goods and services (except for non-resident VAT) may be offset against VAT payable upon receipt of a tax invoice from a supplier.
 Tax legislation permits settlement of VAT on a net basis. Accordingly, VAT related to sales and purchases that have not been settled at the balance sheet date are recognized in the statement of financial position on a net basis. VAT recoverable is classified as non-current if it is not expected to be settled within one year from the reporting date.
[bookmark: _Toc248646998][bookmark: _Toc255041577][bookmark: _Toc168502095]13.2 Definitions
Deferred income tax asset represents income tax amounts recoverable in future periods due to deductible temporary differences and tax loss carryforwards not taken.
Temporary differences are differences between the carrying amount of an asset or liability in the statement of financial position and its tax base. Temporary differences can be either:
· taxable, which are temporary differences that give rise to taxable amounts in determining future taxable profits (tax losses) when the carrying amount of an asset or liability is recovered or settled; or 
· deductible, i.e. temporary differences that result in deductions in determining future taxable profit (tax loss) when the carrying amount of the related asset or liability is recovered or settled.
Deferred income tax liabilities are amounts of income taxes payable in future periods due to taxable temporary differences. 
[bookmark: _Toc248646997][bookmark: _Toc255041578][bookmark: _Toc168502096]13.3. Accounting Principles 
Income taxes include all national and foreign taxes that are based on taxable income. Income tax also includes taxes, such as withholding tax, payable by the Bank.
Recognition of current tax liabilities and assets
Current corporate income tax for the current and prior periods is recognized as a liability equal to the unpaid amount. If the amount already paid in respect of the current and prior periods exceeds the amount payable for those periods, the excess should be recognized as an asset.
Recognition of deferred income tax liabilities and assets
The valuation of assets and liabilities under these accounting policies generally differs from the tax accounts maintained and prepared in accordance with Kazakhstani statutory tax regulations, which give rise to deferred tax liabilities and assets. 
The deferred income tax asset represents income taxes recoverable in future periods. A deferred income tax asset for deductible temporary differences and tax loss carryforwards is recognized only to the extent that it is probable that future taxable profit will be available against which the deductions can be utilized. Otherwise, such deferred income tax asset should not be recognized for IFRS financial reporting purposes.
Deferred income tax liability represents income tax payable that is due and payable at a future date. 
The Bank should assess the utilization of unrecorded deferred tax assets at each reporting date. If it becomes probable that profits will be available in future periods against which the deferred tax asset can be utilized, the asset should be recognized. Also, the carrying amount of the recognized deferred income tax asset should be reviewed at each reporting date and if it is not probable that the Bank will have taxable profit in future periods, the deferred income tax asset is reduced to the amount expected to be recovered accordingly.
The existence of unused tax losses is strong evidence that the Bank may not have future taxable profits. Consequently, with respect to tax losses carried forward, the Bank recognizes the resulting deferred tax asset only to the extent that sufficient taxable temporary differences exist or there is other persuasive evidence that sufficient future taxable profits will be available.
Where the difference between the tax base and the carrying amount is temporary, deferred income tax assets and liabilities are formed as follows:
	
	Deferred tax liabilities
	Deferred tax assets

	Assets
	Carrying amount > Tax base
	Carrying amount < Tax base

	Obligations
	Carrying amount < Tax base
	Carrying amount > Tax base


The sequence in determining the income tax expense for the period is as follows:
· taxable profit is determined in accordance with tax legislation;
· the amount of the current income tax liability is determined at the rate approved by the tax legislation:
· Taxable income X tax rate = tax liability.
· the tax base of assets and liabilities at the end of the reporting period is determined;
· temporary differences are determined by comparing the carrying amounts of all assets and liabilities at the reporting date of the statement of financial position with their tax bases: the amount of temporary differences equals the carrying amount of assets and liabilities less their tax bases;
· exceptions are determined, i.e. temporary differences at the time of initial recognition of an asset or liability that do not give rise to deferred tax assets and deferred tax liabilities;
· the recoverability of deductible temporary differences at the end of the reporting period is reviewed;
· the tax rate used to measure the deferred tax asset or deferred tax liability at the end of the reporting period;
· deferred tax asset and deferred tax liability at the end of the reporting period are calculated by multiplying the temporary differences giving rise to deferred income tax by the tax rate determined in the previous step;
· the amount of tax effect of temporary differences for the reporting period is determined: the balance of tax effect at the beginning of the reporting period is deducted from the received amount of tax effect at the end of the reporting year.
Taxable temporary differences and deferred tax liability
The Bank has adopted the balance sheet difference method of accounting for deferred taxes.
Taxable temporary differences are recognized when the carrying amount of an asset exceeds its deductible amount and when the carrying amount of a liability is less than its tax base.
Examples of when temporary taxable differences arise:
· for transactions with financial instruments accounted for at fair value (if fair value exceeds the tax base): accounting for the acquisition and sale of financial instruments at cost for tax accounting purposes and at fair value for financial reporting purposes;
· on transactions with financial instruments carried at amortized cost: discount on loans issued and premium on attracted deposits of housing savings;  
· excess of depreciation of property, plant and equipment and intangible assets used for deduction in determining taxable profit (tax loss) over depreciation for recognition of expenses in the financial statements;
· for asset revaluation transactions: increase in the value of assets without equivalent adjustment for tax purposes;
A deferred tax liability should be recognized for all taxable temporary differences unless they arise from:
· The initial recognition of an asset or liability in connection with a transaction that:
· is not a business combination; and
· at the time of the transaction affects neither accounting nor taxable profit (tax loss).
Deductible temporary differences and deferred tax assets
Examples of when temporary deductible differences occur:
· for transactions with financial instruments accounted for at fair value: accounting for the acquisition and sale of financial instruments at cost for tax accounting purposes and at fair value for financial reporting purposes;
· the excess of depreciation of property, plant and equipment and intangible assets recorded in the financial statements over the amounts of depreciation used as a deduction in determining taxable profit (tax loss);
· recognition in the financial statements of provisions for which expenses will be included in tax deductions only when they are actually incurred;
· recognition of tax loss carryforwards;
· Provision for impairment of receivables, which for tax accounting and financial reporting purposes may differ in timing and amount;
· for inventory transactions: provision for impairment in the financial statements and write-off for tax accounting purposes in future periods;
· for transactions recorded on an accrual basis for administrative and business activities. 
A deferred tax asset should be recognized for all deductible temporary differences for which it is probable that taxable profit will be available in future periods, unless the deferred tax asset arises from:
· The initial recognition of an asset or liability in connection with a transaction that:
· is not a business combination; and 
· at the time of the transaction affects neither accounting nor taxable profit (tax loss).
Determination of tax rates
If the tax regulations change, deferred income tax should be recalculated at the end of the reporting period. If the taxation rules change, the deferred income tax balance at the end of the period is calculated using the new rules. These changes are a revision of accounting estimates and are recognized prospectively.
Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the reporting date.
Where different tax rates apply to different types and amounts of taxable income, a weighted average rate is used.
[bookmark: _Toc248647000][bookmark: _Toc255041579][bookmark: _Toc168502097]13.4 Disclosure of information
The main components of income tax expense (income) should be disclosed separately.
Components of income tax expense (income) may include:
· current corporate income tax expense (income);
· any adjustments to current corporate income tax of prior periods recognized in the reporting period;
· the amount of deferred income tax expense (income) related to the origination and reversal of temporary differences;
· the amount of deferred income tax expense (income) related to changes in tax rates or the introduction of new taxes;
· the amount of benefit arising from a previously unrecognized tax loss, tax credit or prior period temporary difference that is used to reduce current corporate income tax expense;
· the amount of benefit arising from a previously unrecognized tax loss, tax credit or prior period temporary difference that is used to reduce deferred income tax expense;
· deferred income tax expense arising from the write-off or reversal of a previous write-off of a deferred tax asset;
· the amount of income tax expense (income) attributable to such changes in accounting policies and errors that are included in profit or loss in accordance with Chapter 1, Section 2, Changes in Accounting Policies, Estimates and Errors (IAS 8), because their retrospective accounting is not permitted.
The following information should also be disclosed separately:
· Income tax relating to items that are debited or credited directly to the capital account;
· income tax relating to each component of other comprehensive income;
· an explanation of the relationship between income tax expense (income) and accounting profit in the following form: a numerical reconciliation between income tax expense (income) and the result of multiplying the profit before income tax by the applicable tax rate(s), also disclosing the method by which the applicable tax rate(s) was calculated;
· an explanation of changes in the applicable tax rate(s) compared to the previous reporting period;
· the amount (and, if any, the expiration date) of deductible temporary differences, unused tax losses for which no deferred tax asset is recognized in the statement of financial position;
· in respect of each type of temporary difference and each type of unused tax loss: (i) the amount of deferred tax assets and liabilities recognized in the statement of financial position for each period presented, and (ii) the amount of deferred income tax income or expense recognized in profit or loss, if it is not evident from the changes in the amounts recognized in the statement of financial position;
· the amount of tax consequences of dividends proposed or declared before the date of approval of the financial statements but not recognized as a liability in the financial statements;
· in respect of discontinued operations, the tax expense associated with: gain or loss on discontinued operations; and gain or loss from ordinary activities of the discontinued operation for the period, together with the corresponding amounts for each prior period presented.
The Bank also discloses the amount of deferred tax asset and the nature of the basis on which it was recognized if: 
· the utilization of the deferred tax asset is dependent on future taxable income in excess of the income arising from the reversal of existing taxable temporary differences; and 
· The Bank incurred a loss in either the current or prior period.
For deferred tax assets and deferred tax liabilities recognized in the balance sheet, the Bank discloses the amount of deferred tax assets and deferred tax liabilities expected to be recovered or settled within twelve months from the reporting date separately from the amount of deferred tax assets and deferred tax liabilities expected to be recovered or settled after twelve months from the reporting date.

[bookmark: _Toc270001490][bookmark: _Toc168502098]Section 14. Capital
[bookmark: _Toc270001491][bookmark: _Toc168502099]14.1 Definitions
Equity is the proportion of the Bank's assets remaining after deducting all liabilities.
[bookmark: _Toc270001492][bookmark: _Toc168502100]14.2. Classification and accounting principles
Equity in the statement of financial position is classified as follows:
· share capital (common and preferred shares);
· share premium;
· revaluation reserve for available-for-sale securities;
· buildings revaluation reserve;
· treasury shares;
· revaluation reserve for available-for-sale investments;
· retained earnings (uncovered loss);
· other reserves.
Considering materiality for financial reporting purposes, capital items may be aggregated into specific accounts at the financial statement line item level.
Shares issued are the amount of contributions received from shareholders at par value of shares outstanding. Issued shares are recognized at the nominal value of the shares less any outstanding capital contributions from the founders. The result from the issue of shares is not recognized in profit or loss, but is presented in the financial statements as a change in equity.
When contributions are made in currency or property, the following features exist in the valuation process:
· share capital contributed in foreign currency is calculated in tenge at the market exchange rate on the date of receipt. The resulting exchange differences are accounted for in accordance with the treatment described in the additional paid-in capital paragraph of this chapter. Subsequently, share capital is accounted for in KZT and the item is no longer revalued;
· other property contributed by the founders as a contribution to share capital is recognized at fair value at the date of contribution.
When share capital is increased from other reserves, the additional share issue is distributed to existing shareholders in proportion to their shareholding (prior to the additional share issue) without additional payment.
The offering may incur costs that are directly attributable to the issuance of shares and which could otherwise be avoided, such as:
      - preparation of the prospectus;
      - manufacture or purchase of forms;
      - securities registration;
     - legal and other professional fees;
     - other expenses on organization of securities issue.
Net offering costs (net of tax benefits) should be recognized as a deduction from the cost of shares issued by the Bank. 
If the placement of shares is recognized as failed, the placement costs are written off as expenses of the respective period. Placement costs are not included in the placement costs: 
· any costs if they are not related to the initial issue of securities, in particular, any costs related to the sale of treasury shares;
· labor remuneration to the Bank's own employees who participated in the placement.
Such costs are recognized in the expense accounts in the period to which they relate.
Share premium is the excess of consideration received from shareholders for participation in the capital over the nominal value of shares in the process of formation of the Bank's share capital (upon establishment and upon subsequent increase of the share capital) due to placement of shares at a price exceeding their nominal value.
Additional paid-in capital represents the value of assets or services transferred or rendered to the Bank by shareholders without allotment of shares or transferred against future share issues.
When the Bank receives assets on account of a subsequent issue of shares, the Bank recognizes the increase in additional paid-in capital and the resulting asset in an appropriate asset account. However, upon issue of the relevant share issue, the amount of additional paid-in capital received is reclassified, i.e. debited from the additional paid-in capital account to the share capital account.
The foreign currency translation reserve arises on the translation of the results and financial performance of a subsidiary whose functional currency differs from the functional currency of the Bank. The foreign currency translation reserve is transferred to the profit and loss account when it is realized on disposal of the subsidiary through its sale, disposal of its assets, return of share capital contributions or complete or partial liquidation of the subsidiary.
The securities revaluation reserve is created by revaluing available-for-sale securities at fair value at the reporting date. On disposal of such assets or when impairment is recognized in respect of such assets, the revaluation reserve is written off from equity and charged to profit and loss.
The hedging reserve is formed from the results of effective hedging. The Bank recognizes in equity the results of effective cash flow hedges.
Reserve capital is a part of accumulated net profit, distribution of which to owners is prohibited for the purpose of greater financial stability of the Bank. Formation of reserve capital may be carried out in accordance with the requirements of the legislation, or its creation is carried out at the initiative of the Bank and is stipulated by the constituent documents. Reserve capital is formed at the expense of net income based on the results of the reporting year (before dividends) and is intended to reflect the part of capital that is not subject to distribution.
Retained earnings (uncovered loss) are formed on an accrual basis by adding the net financial result of the current period to retained earnings of previous years and deducting the distribution of such earnings.
The utilization of retained earnings is due to: 
· dividend accrual;
· of contributions to the capital reserve;
· accession to the share capital by decision of the participants;
· reduction by the amount of expenses related to capital allocation (in case of insufficient share premium);
· reduction by the amount of losses on resale of treasury shares in excess of share premium;
· other allocations to reserves on the basis of decisions of the founders.
Dividends are recognized in equity in the period in which they are declared. Profit distribution and other appropriations are based on the statutory accounting records. Dividends on preference shares, whose annual payment is mandatory irrespective of the Bank's performance and beyond the Bank's control, are recognized as interest expense in the statement of comprehensive income (see section 3 "Financial assets and liabilities (IAS 32, IFRS 9, IFRS 7)" of chapter 2).
In certain cases, dividends payable to shareholders may be reduced by the amounts of payments made by the Bank by and on behalf of the shareholders.  above is justified if the prescribed expenses are to be incurred and paid by the Bank at the decision of the shareholder and the procedure for offsetting them against dividends is stipulated in the relevant shareholder resolution.
Distributions to shareholders of non-cash assets, including property, plant and equipment, businesses (as defined in IFRS 3 Accounting for Business Combinations (IFRS 3)), interests in another entity and disposal groups (as defined in section 6 Non-current Assets Held for Sale and Discontinued Operations (IFRS 5) of Chapter 2) are recognized as a liability to pay dividends. The liability is recognized when the declaration of distribution of non-cash assets (dividend payment) is approved by the shareholders. The liability is measured at the fair value of the assets to be distributed. The difference between the carrying amount and fair value is recognized in profit or loss
(Paragraph forty-fourth 14.2. "Classification and accounting principles" was changed by the decision of the Board of Directors dated 31.10.2019 (Minutes No. 13)
In the case of a distribution of non-cash assets that are ultimately controlled by the same party or parties before and after the distribution, the dividend liability is not remeasured to fair value but is recognized at the carrying amount of the assets to be distributed. Therefore, this transaction will have no effect on the profit or loss of the subsidiary.
Other reserves in equity may be formed in equity, for example, to account for equity-settled share-based payment options.
Non-controlling interests are accounted for in accordance with IFRS 10 "Preparation of Consolidated Financial Statements.
(Paragraph forty-seventh 14.2. "Classification and accounting principles" was changed by the decision of the Board of Directors dated 31.10.2019 (Minutes No. 13)
Treasury shares. Where the Bank or its subsidiaries purchase the Bank's shares, the consideration paid, including any directly attributable incremental costs, net of income taxes, is deducted from total equity attributable to equity holders of the Bank until such shares are cancelled, reissued or disposed of. Treasury shares are recognized at weighted average cost. Where such shares are subsequently sold or reissued, any consideration received, net of any directly attributable incremental transaction costs and the related income tax effects, is included in equity attributable to the Bank's equity holders.
Preferred shares. Preferred shares can have various characteristics, depending on which preferred shares can be classified as an equity financial instrument, a financial liability or a combined financial instrument (see section 3 "Financial assets and liabilities (IAS 32, IFRS 9, IFRS 7)" in Chapter 2).
Preferred shares that have a mandatory coupon or are redeemable on a specific date or at the discretion of the shareholder are classified as financial liabilities and presented within other borrowed funds. Dividends on these preferred shares are recorded as interest expense on an amortized cost basis using the effective interest method.
[bookmark: _Toc19358130][bookmark: _Toc168502101]14.3 Disclosure of information
Each category of capital is disclosed separately in the Bank's basic financial statements.
The Bank ensures disclosure of information:
In the statement of changes in equity:
· a reconciliation between the carrying amounts at the beginning and end of the reporting period and the previous reporting period of all equity items, showing separately the effects of: profit or loss, other comprehensive income and transactions with the shareholder acting in that capacity, showing separately contributions, distributions and changes in interests in subsidiaries that do not result in a loss of control;
· the effect of changes in accounting policies (cumulatively from the date of occurrence of transactions for which accounting treatment is changed) (section 2 Changes in Accounting Policies, Estimates and Errors (IAS 8) of Chapter 1);
· the result of recognizing material errors from prior periods (section 2 "Changes in accounting policies, estimates and errors (IAS 8)" in Chapter 1);
In the statement of changes in equity, or in the notes:
· for each item of equity, an analysis of other comprehensive income by item;
· the amount of dividends recognized as a distribution to the shareholder and the amount of dividends per share.
In addition, the following information is provided in the notes to the accounts: 
· on the stock:
· face value;
· rights, privileges and restrictions, including restrictions on the distribution of dividends and on the return of funds on liquidation of the Bank;
· number of authorized shares;
· number of outstanding and fully paid shares, as well as outstanding but not fully paid shares;
· number of shares in circulation (placed less repurchased shares) at the beginning and end of the reporting period;
· reconciliation between the number of shares at the beginning and at the end of the reporting period;
· shares of the Bank held by its subsidiaries or associates;
· shares reserved for issuance under option or sale agreements, including terms and amounts.
· a description of the nature and purpose of each item of the capital reserve;
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· the amount of dividends proposed or approved for payment after the reporting date but before the financial statements are authorized for issue.
[bookmark: _Toc270001464][bookmark: _Toc378283464][bookmark: _Toc168502102]Section 14. Government Grants (IAS 20)	
[bookmark: _Toc270001465][bookmark: _Toc378283465][bookmark: _Toc168502103]14-1.1. General provisions
Government grants are recognized at fair value where there is reasonable assurance that the grant will be received and that the Bank will comply with all conditions attaching to the grant. Government grants related to the acquisition of property, plant and equipment are included in non-current liabilities as deferred income and recognized in profit or loss on a straight-line basis over the estimated useful lives of the related assets. 
Government grants allocated for cost recovery are deferred and recognized in profit or loss over the periods in which the Bank recognizes as an expense the related costs that the grants are intended to compensate.
[bookmark: _Toc270001466][bookmark: _Toc378283466][bookmark: _Toc168502104]14-1.2. Definitions 
The following terms are used in this section with the meanings indicated: 
The state is the actual government and state agencies. 
State aid is government action aimed at providing economic benefits to the Bank if it meets certain criteria. State aid, in the context of this section, does not include indirect benefits provided by influencing the general operating environment, such as the provision of infrastructure in developing areas or the imposition of trade restrictions on competitors. 
Government grants are state aid in the form of transfers of resources to the Bank in exchange for past or future compliance with certain conditions related to the Bank's operations. Government grants do not include forms of government assistance that cannot be reasonably estimated and transactions with the government that are not distinguishable from the Bank's normal commercial operations.
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date. 
Asset-related subsidies are government subsidies whose primary condition is that the Bank must purchase, construct or acquire long-lived assets. It may be accompanied by additional conditions restricting the type of assets, their location or the terms of their acquisition or holding.
Income-related subsidies are government subsidies that do not relate to assets. 
Conditional non-recourse loans are loans for which the lender assumes an obligation to refuse to repay the amounts provided when certain prescribed conditions are met. 
State aid can take a variety of forms, differing both in the nature of the aid provided and the conditions attached to it. The purpose of state aid may be to induce the Bank to take a course of action that they would not have taken had the aid not been provided.
Government subsidies are sometimes referred to by other terms, such as grants, subventions, or awards.
[bookmark: _Toc270001467][bookmark: _Toc378283467][bookmark: _Toc168502105]14-1.3 Classification
Government subsidies 
Government grants, including non-cash grants at fair value, should not be recognized until there is reasonable assurance that: 
· The Bank will comply with the conditions related thereto; and 
· subsidies will be received. 
Government grants are not recognized until there is reasonable assurance that the Bank will comply with the conditions associated with the grant and that the grant will be received. The receipt of a subsidy does not, in and of itself, provide conclusive evidence that the conditions associated with the subsidy have been or will be met.
A conditionally irrecoverable loan from the government is accounted for as a government subsidy when there is reasonable assurance that the Bank will meet conditions sufficient to cause the loan to be non-performing.
Once a government grant is recognized, all related contingent events are accounted for in accordance with Chapter 2, Section 7, Provisions, Contingent Assets and Contingent Liabilities (IAS 37).
Recognition of government grants in profit or loss as received would not be consistent with the accrual basis of accounting and therefore is only acceptable when there is no basis for allocating the grant to periods other than the single period in which it is received.
Government grants are recognized as revenue on a systematic basis over as many periods as necessary to match them with the related costs that they are intended to compensate.
Where government grants are received for the principal activity, they are recognized as operating income.
Where government grants are received for non-core activities, then they are recognized as other income.
Grants related to depreciable assets are recognized as income over the periods and in the proportion in which the assets are depreciated.
Grants relating to non-depreciable assets may require the satisfaction of certain performance obligations and will be recognized as income in the periods in which the actual costs of satisfying the obligations are incurred.
Grants that compensate for past expenditures are recognized in full in the period in which they are received as other income.
A government grant is not a receipt of resources from the government intended for onward transfer to third parties without the Bank's past or future compliance with certain conditions related to the Bank's operations.
Non-cash government subsidies 
A government grant may take the form of a transfer of a non-monetary asset, such as land or other resources, for the Bank's use. In these circumstances, the fair value of the non-monetary asset is estimated and both the grant and the asset are carried at that value. Where fair value cannot be reliably measured, an alternative approach is used whereby both the asset and the grant are carried at nominal value.
Government subsidy may also take the form of a benefit from government borrowings at below market rates. Such loans are recognized and measured in accordance with section 3, Financial assets and liabilities. The amount of the benefit is determined as the difference between the initially recognized present value of the loan and the cash proceeds from the loan.
In cases where the Government, by providing loans at below-market rates, acts as a Shareholder, the amount of the benefit from the Government's loans at below-market rates is accounted for as a Shareholder's contribution.
Refund of government subsidies
Government grants to be returned are accounted for as a revision of an accounting estimate (refer to section 2 "Changes in accounting policies, estimates and errors (IAS 8)" in Chapter 1). The refund of a grant relating to income is first offset by the remaining unamortized amount of deferred income recognized in respect of the grant. To the extent that the amount of the excess of the amount returned over such deferred income, or in the absence of deferred income, the return of the grant is immediately recognized as an expense in the period. A refund of a grant related to an asset is recognized by increasing the carrying amount of the asset or decreasing the deferred revenue balance by the amount of the refund. Any additional depreciation accumulated that would have been charged to the date of the refund as an expense in the absence of the grant is recognized immediately as an expense. 
Circumstances that led to the return of the subsidy related to the assets may require an additional allocation of the possible impairment to the new carrying amount of the asset.
State aid 
Excluded from the definition of government grants are those forms of government assistance that cannot be reasonably estimated and transactions with the government that cannot be separated from the Bank's normal trading operations.
Examples of assistance that cannot be reasonably estimated include free technical and marketing advice. An example of assistance that cannot be separated from the Bank's normal trading activities is a government procurement policy covering part of the Bank's specified services. The existence of a benefit may be undisputed, but any attempt to separate trading activities from government activities may be arbitrary. 
[bookmark: _Toc270001468][bookmark: _Toc378283468][bookmark: _Toc168502106]14-1.4 Disclosure of information 
The following disclosures should be made in the financial statements: 
1) accounting policies adopted for government grants, including the presentation methods adopted in the financial statements; 
2) the nature and amount of government grants recognized in the financial statements, as well as an indication of other forms of government assistance from which the Bank has directly benefited; and 
3) unfulfilled conditions and other contingent events related to public assistance that has been recognized. (Section 14-1. Government Grants (IAS 20) Chapter 2. General Accounting Principles was introduced by resolution of the Board of Directors dated 31.10.2019 (Minutes No. 13)).
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[bookmark: _Toc277340309][bookmark: _Toc168502107]CHAPTER 3. OTHER AREAS OF ACCOUNTING
[bookmark: _Toc277340310][bookmark: _Toc168502108]Section 1. Effects of Changes in Foreign Exchange Rates (IAS 21) 
[bookmark: _Toc249285693][bookmark: _Toc271279905][bookmark: _Toc277340311][bookmark: _Toc168502109]1.1 General provisions
The functional currency of the Bank included in the financial statements is the Kazakhstan tenge.
Assets and liabilities are translated into the Bank's functional currency at the market exchange rate of the Kazakhstan Stock Exchange ("KASE") at the respective balance sheet dates. Gains and losses resulting from the settlement and translation of assets and liabilities into the Bank's functional currency at year-end official exchange rates of the KASE are recognized in the statement of profit or loss and other comprehensive income. 
Non-monetary items of the statement of financial position measured at cost are not translated at year-end exchange rates. Non-monetary items in the statement of financial position measured at fair value in a foreign currency, including equity investments, are translated using the exchange rates at the date when the fair value was determined. The effect of exchange rate fluctuations on changes in the fair value of non-monetary items is recognized in fair value gains or losses.
[bookmark: _Toc249285694][bookmark: _Toc271279906][bookmark: _Toc277340312][bookmark: _Toc168502110]1.2 Definitions
The presentation currency is the currency used in the presentation of the financial statements - Kazakhstan tenge.
Foreign currency is any currency other than the functional currency used in the Bank.
The closing rate is the market exchange rate on the reporting date.
An exchange rate difference is the difference arising from the translation of a certain number of units in one currency into another currency using different exchange rates.
Monetary items are units of currency on hand and assets and liabilities receivable or payable that are denominated in fixed or determinable numbers of currency units. Examples of monetary items are:
· cash on hand and bank balances;
· funds in settlements with legal entities and individuals, in particular accounts receivable, accounts payable from suppliers and contractors, 
· settlements with founders (cash)
· settlements with the budget and off-budget funds;
· bank deposits;
· loans to customers.
Non-monetary items are all items that do not qualify as monetary items and are accounted for at the exchange rate at the date of the transaction, i.e. either the exchange rate used in determining historical cost or the exchange rate at the date of fair value measurement. Non-monetary items measured at fair value in a foreign currency, including equity investments, are translated using the exchange rates at the date when the fair value was measured.
Examples of non-cash items are:
· property, plant and equipment, equipment to be installed, capital investments in progress (construction);
· intangible assets and other assets that have no tangible form;
· supplies;
· advances given and advances received;
· deferred expenses and income;
· capital.
Exchange rate is the ratio when one currency is exchanged for another.
The current exchange rate is the rate of exchange of currencies for immediate delivery.
Functional currency is the currency of the primary economic environment in which the Bank operates.
[bookmark: _Toc277340313][bookmark: _Toc168502111][bookmark: _Toc249285695][bookmark: _Toc271279907]1.3 Accounting Principles 
This section of the accounting policy should be applied:
· to record transactions and balances denominated in foreign currencies, except for those derivative transactions and balances that are accounted for in accordance with Chapter 2, Section 3, Financial Assets and Liabilities (IAS 32, IFRS 9, IFRS 7);
· when translating the Bank's results and financial position into the presentation currency.
Functional and presentation currency
The financial statements reflect the results of operations, financial position and cash flows of the Bank. 
The Bank can have only one functional currency. The results of all transactions are recorded in the functional currency and subsequently translated into the presentation currency.
[bookmark: _Toc249285696][bookmark: _Toc271279908][bookmark: _Toc277340314][bookmark: _Toc168502112]1.4 Disclosure of information
The following information shall be disclosed in the Bank's financial statements:
· the amount of exchange differences recognized in profit or loss, except for those arising on financial instruments at fair value through profit or loss;
· net exchange differences recognized in other comprehensive income and classified as a separate component of equity, and a reconciliation of the amount of such exchange differences at the beginning and end of the period.
If the presentation currency differs from the functional currency, this fact should be disclosed and the functional currency and the reasons for using a different presentation currency should be disclosed.
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[bookmark: _Toc277340320][bookmark: _Toc168502113][bookmark: _Toc251607801][bookmark: _Toc271279916]Section 2: Related parties (IAS 24)
[bookmark: _Toc277340321][bookmark: _Toc168502114]2.1 General provisions
In the normal course of business, the Bank enters into transactions with related parties. This section applies to:
· identification of related party relationships and transactions; 
· identification of outstanding balances between the Bank and related parties; 
· Identifying the circumstances in which disclosure of articles is required in accordance with the above paragraphs; and 
· determining the information to be disclosed in respect of such items. 
[bookmark: _Toc251607802][bookmark: _Toc271279917][bookmark: _Toc277340322][bookmark: _Toc168502115]2.2 Definitions
The following terms are used in this section with the meanings indicated:
Close relatives are those family members of an individual who are expected to be able to influence or be influenced by that individual in their dealings with the Bank. These may include: 
· spouse or common-law spouse and children of such person;
· Children of such person's spouse or common-law spouse;
· Dependents of an individual, spouse, or common-law spouse of such individual.
The state is the actual government and state agencies.  
Key management personnel are those persons having authority and responsibility for planning, directing and controlling the activities of the Bank, including any director of the Bank (member of the Board of Directors). 
Compensation includes all employee benefits (as defined in Section 8 "Employee Benefits (IAS 19)" in Chapter 2). Employee benefits are any form of compensation paid, payable or provided by or on behalf of the Bank in return for services rendered. Compensation includes: 
· short-term employee benefits such as wages and social security contributions, paid annual leave and paid sick time, bonuses (if paid within twelve months after the period end), and non-cash benefits (such as health care, housing and motor vehicles and free or subsidized goods, or services) for currently employed employees; 
· post-employment benefits, such as lump sum payments upon retirement, other post-retirement benefits, life insurance and post-employment medical care;
· other long-term employee benefits, including paid vacation for long-serving employees, anniversaries or other long-term benefits, long-term disability benefits, and profit sharing, bonuses and deferred compensation if these benefits are paid more than twelve months after the end of the period; 
Control, joint control and significant influence have the same meanings as in IFRS 10 "Preparation of Consolidated Financial Statements"
(The twelfth paragraph of item 2.2. "Definition" was amended by the decision of the Board of Directors dated 31.10.2019 (Minutes No. 13)
A related party transaction is a transfer of resources, services or obligations between related parties, irrespective of the fees charged. 
An entity is government-related if the entity is controlled or jointly controlled by it, or the government has significant influence over the entity.
A related party of the Bank is:
· An individual who is a key management personnel and his/her close relatives
· Parent organization (shareholder of the Bank)
· State-related organizations
· Subsidiaries of the Parent organization (shareholder of the Bank)
· Associates and their subsidiaries of the Parent organization (shareholder of the Bank)
· Joint ventures and their subsidiaries of the Parent organization (shareholder of the Bank)
· Entities controlled or jointly controlled by an individual who is a key management personnel and his close relatives of the Parent organization (shareholder of the Bank). 
In considering any related party relationship, attention should be directed to the substance of the relationship, not merely the legal form.
[bookmark: _Toc251607803][bookmark: _Toc271279918][bookmark: _Toc277340323][bookmark: _Toc168502116]2.3 Disclosure of information 
Relationships between the Bank and shareholders must be disclosed on a mandatory basis, irrespective of whether there have been transactions between these related parties. The Bank is obliged to disclose the name of the ultimate controlling party. 
The financial statements disclose the remuneration paid to key management personnel in aggregate and for each of the following categories: 
· short-term employee benefits; 
· other long-term incentives

If related parties entered into transactions with related parties during the periods presented, the Bank is required to disclose the nature of the related party relationships and information about the transactions, outstanding balances and commitments to perform that is relevant to an understanding of the potential effect of those relationships on the financial statements. At least the following information should be disclosed: 
· the amount of transactions performed; 
· the amount of outstanding balances, including performance obligations, and: 
· related terms, including the security and nature of the consideration provided in settlements; and
· details of any warranties given or received; 
· allowances for doubtful debts related to the amount of outstanding balances; and 
· expense recognized during the period in respect of bad or doubtful debts due from related parties. 
Information should be disclosed separately for each of the categories listed below: 
· parent organization (shareholder of the Bank)
· key management personnel of the Bank or its parent company; 
· other related parties. 
The following are examples of transactions that are required to be disclosed if they are with a related party:
· trading securities;
· available-for-sale investment securities;
· investment securities held to maturity;
· receivables under repurchase agreements;
· funds in banks;
· interest income and expense;
· fee and commission income and expense;
· dividends;
· the purchase or sale of goods; 
· the purchase or sale of property and other assets; 
· rendering or receiving services; 
· rent; 
· transfers under financial arrangements (including loans and equity contributions in cash or in kind);
· Obligations to take action in the event that a specified event does or does not occur in the future, including contracts in progress (recognized and unrecognized);
· Other.
Transactions between related parties are disclosed on terms equivalent to those prevailing in arm's length transactions only when such fact is confirmed.
Items that are similar in nature may be disclosed in aggregate, unless separate disclosure is necessary to understand the effect of transactions between related parties on the entity's financial statements.
Transactions with the government and government-related entities are disclosed only for individually significant transactions. For other transactions with the government and government-related entities that are significant in the aggregate, qualitative or quantitative disclosures are required. Judgment is used to determine the level of detail to be disclosed in respect of these transactions, as well as an assessment of the closeness of the relationship and other factors.
Liberation
The Bank may benefit from the exemption from the disclosure requirements set out above as the related party relationships are conditional on the government having control and significant influence over the Bank. 
If the Bank applies the exemption from the disclosure requirements set out above, it must disclose the following information about the transactions and balances of such transactions: 
· the government and the nature of its relationship with the Bank (i.e. whether it controls, jointly controls or significantly influences); 
· disclosure of sufficient detail to enable users of the Bank's financial statements to understand the effect of transactions with related parties on the financial statements: 
· the nature and amount of each transaction, which is significant in itself; and 
· For other operations that are significant in aggregate rather than individually, qualitative or quantitative measures of their scale. 
When using its judgment to determine the level of detail of disclosure, the Bank should consider the closeness of the related party relationship and other factors relevant to determining the level of significance of the transaction, such as: 
· whether the operation is significant in scope; 
· whether the transaction was conducted on non-market terms; 
· Whether the transaction goes beyond normal day-to-day activities, such as buying and selling companies; 
· whether the transaction has been disclosed to regulatory or supervisory authorities; 
· whether senior management was informed of the operation; 
· whether shareholder approval has been obtained for the transaction.
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[bookmark: _Toc248730854][bookmark: _Toc271032567][bookmark: _Toc277340324][bookmark: _Toc378283520][bookmark: _Toc168502117][bookmark: _Toc271279923][bookmark: _Toc277340329]Section 2-1. Operating segments (IFRS 8)
[bookmark: _Toc248730855][bookmark: _Toc271032568][bookmark: _Toc277340325][bookmark: _Toc378283521][bookmark: _Toc168502118]3.1 General provisions
This section of the Accounting Policy governs the Bank's presentation of segment reporting information in the annual financial statements and in the full version of the interim financial statements. It also establishes requirements for related disclosures about services, geographical areas and major customers. This section of the Accounting Policy requires the Bank to present financial and descriptive information about its reportable segments. 
Reportable segments are operating segments or aggregated operating segments that meet certain criteria.
Generally, financial information is required to be reported on the same basis as that used internally to evaluate the performance of the operating segments and make decisions about resources to be allocated to them. 
The Bank reports measures of profit or loss for each reportable segment. The Bank also reports the assets and liabilities of each reportable segment and specific items of expense and income for each reportable segment if such measures are regularly provided to the chief operating decision maker.
Reconciliation of reportable segment total revenue, total profit or loss, total assets, total liabilities (unless such liabilities are regularly provided to the chief operating decision maker) and other aggregate amounts (for each material item) disclosed for reportable segments to the corresponding amounts in the Bank's financial statements is required.
The Bank presents information about income generated from operations, countries in which it generates income and holds assets, and major customers, irrespective of whether this information is used by management in making operational decisions. However, the Bank does not present information that is not prepared for internal use if the required information is not available and the cost of preparing it would be excessive.
The Bank also presents information of a descriptive nature: the way in which operating segments are identified, the products and services provided by the segments, the difference in measurement used in the presentation of segment information and in the preparation of the Bank's financial statements, and changes in the measurement of segment performance from period to period.
In identifying segments, the Bank bases its decisions about components on information about the components that management uses to make operating decisions.
The Bank identifies operating segments based on internal reporting that is regularly reviewed by the Bank's chief operating decision maker to allocate resources to the segment and assess its performance.
The Bank discloses the following information in its financial statements:
· factors considered in identifying the Bank's operating segments, including organizational structure;
· types of services from which each reportable segment derives its revenues.
Key principle: The Bank discloses information in a manner that enables users of the financial statements to evaluate the specific nature, financial performance and economic environment of the Bank's operations.
For management purposes, the Bank presents reportable segments based on their organizational structure.
Management monitors the operating results of each of its business units separately for the purpose of making decisions about resources to be allocated and assessing performance. Segment performance is evaluated based on operating profit or loss in the consolidated financial statements. 
Transactions between operating segments are priced on an arm's length basis, similar to transactions with third parties. 
[bookmark: _Toc248730856][bookmark: _Toc271032569][bookmark: _Toc277340326][bookmark: _Toc378283522][bookmark: _Toc168502119]3.2 Definitions
The operating segment is a component of the Bank:
· that is engaged in activities from which it may earn revenues and incur expenses (including revenues and expenses relating to transactions with other components of the same entity consolidated in the Bank);
· whose operating results are regularly reviewed by the head of the entity consolidated into the Bank, who makes operational decisions about resources to be allocated to the component and assesses its performance;
· for which separate financial information is available.
A reportable segment is an operating segment or aggregated operating segments determined based on the criteria for segment identification and aggregation for which the Bank presents segment information.
Chief operating decision maker - designates the function that is responsible for allocating resources to and assessing the performance of the Bank's operating segments.
[bookmark: _Toc277340327][bookmark: _Toc378283523][bookmark: _Toc168502120]3.3 Definition of segments
Operating segments
An operating segment may engage in activities from which revenue is not yet expected to be realized.
Not all parts of the Bank necessarily represent an operating segment or part of an operating segment. 
Reportable segments
A bank is required to separately report information about each operating segment that:
· was formed by combining two or more operating segments for which all or most of the aggregation criteria are met into one reportable segment;
· exceeds certain quantitative thresholds. 
Measurement of profit or loss, assets and liabilities of operating segments
The Bank is required to provide an explanation of segment profit or loss, segment assets and segment liabilities for each reportable segment. At a minimum, the Bank is required to disclose the following information: 
· the basis of accounting for any transactions between reportable segments. 
· the nature of any differences between the measurement of reportable segment profit or loss and the Bank's profit or loss before income tax expense or income and discontinued operations;
· the nature of any differences between the estimates of assets of the reportable segments and the Bank's assets;
· the nature of any differences between the measurement of reportable segments' liabilities and the Bank's liabilities;
· the nature of any changes from prior periods in the measurement methods used for reportable segments' profit or loss and the effect, if any, of such changes on the measurement of segment profit or loss; 
· the nature and effect of any asymmetric allocations to reportable segments.

Merger criteria
Two or more operating segments may be aggregated into a single operating segment if the aggregation is consistent with the key principle (described earlier in this section) and if the segments have similar economic characteristics and are similar in all of the following respects:
· the nature of the services;
· the nature of the operational processes;
· type or category of clients their services;
· the specifics of the regulatory framework (if applicable).
The Bank may also combine operating segments that do not meet the quantitative threshold with other operating segments that also do not meet the quantitative thresholds into a single operating segment if those segments have similar economic characteristics and are similar in most of the above factors.
Quantitative thresholds
The Bank presents information separately for an operating segment if its performance exceeds any of the following quantitative thresholds:
· its revenue from sales to external customers and from transactions with other segments is ten percent or more of the total revenue (internal and external) of all operating segments;
· the result of the relevant segment, whether profit or loss, is ten percent or more in absolute terms of the greater of the combined profit of all the profitable operating segments and the combined loss of all the unprofitable operating segments; 
· its assets are ten percent or more of the total assets of all operating segments.
Operating segments that are below any of the quantitative thresholds may be considered reportable segments and may be disclosed separately if management believes that the segment information is useful to users. 
If the aggregate revenue from sales to external customers by operating segment is less than seventy five percent of the Bank's total revenue, the Bank additionally allocates operating segments (even if they do not meet the criteria) until at least seventy five percent of the Bank's revenue is attributable to reportable segments.
Other business activities and operating segments that are not reportable are aggregated and disclosed under the category 'all other segments' separately from other reconciling items. Sources of revenue included in the "all other segments" category must be described. 
[bookmark: _Toc248730857][bookmark: _Toc271032570][bookmark: _Toc277340328][bookmark: _Toc378283524][bookmark: _Toc168502121]3.4 Disclosure of information
General disclosure
The Bank discloses the following general information: 
· the factors used to identify the Bank's reportable segments, including organizational structure (e.g., whether management determines the Bank's structure by considering differences in products and services, geographic areas, regulatory frameworks, or combinations of various factors, and whether operating segments have been aggregated) and;
· types of products and services that generate revenue for each reportable segment.


Disclosure of specific information
The Bank discloses information to enable users to evaluate the specifics, financial performance and economic conditions of its business activities.
For each period for which the statement of comprehensive income is presented and in respect of each reportable segment, the Bank discloses the following:
· general information as described above;
· a measure of the reportable segment's profit or loss, as well as the following information: 
· specific measures of revenues and expenses included in the measure of reportable segment profit or loss; 
· Segment assets and liabilities (if such information is regularly provided to the chief operating decision maker); 
· the results of reconciliation of the following aggregate figures to the Bank's total figures:
· segment revenues; 
· profit or loss of reportable segments; 
· substantial costs;
· segment assets; 
· segment liabilities; 
· other significant segment items.
Disclosure of profit or loss, assets and liabilities
For each reportable segment, the Bank discloses an estimate of profit or loss. The Bank discloses a measure of total assets and liabilities for each reportable segment if such amount is regularly provided to the chief operating decision maker for review.
The Bank also discloses the following measures for each reportable segment if the amounts are included in the measure of segment profit or loss reported to the chief operating decision maker or if, even if not included in that measure of segment profit or loss, such amounts are regularly reviewed by the chief operating decision maker:
· revenues received from external customers;
· income from transactions with other operating segments of the Bank; 
· interest income;
· interest expense;
· depreciation and amortization;
· material items of income and expense disclosed in accordance with Section 1 Presentation of Financial Statements (IAS 1) of Chapter 1; 
· the Bank's share in the profit or loss of associates and joint ventures;
· income tax expense (or income); 
· significant non-cash items other than depreciation and amortization.
The Bank discloses separately both interest income and interest expense unless the majority of segment income is derived from interest and the chief operating decision maker is primarily focused on interest income less interest expense in assessing segment performance. 
For each reportable segment, the Bank discloses the following information if specific amounts of the following measures are included in measures of segment assets that are reviewed by the chief operating decision maker or are regularly provided to that decision maker in the normal course of business, even if those amounts are not included in measures of segment assets:
· amounts invested in associates and joint ventures;
· amounts of acquired non-current assets other than financial instruments, deferred tax assets, pension assets and rights arising from insurance contracts;
The Bank explains the measurement of segment profit or loss, segment assets and segment liabilities for each reportable segment. The Bank discloses at least the following: 
· the basis of accounting for transactions between reportable segments;
· the nature of the difference between: 
· measures of profit or loss, assets and liabilities of reportable segments; and
· the Bank's profit or loss before income tax expense (or related income) and discontinued operations, assets and liabilities, respectively (if this difference is not apparent from the reconciliation);
· the nature of the changes from prior periods in the measurement methods used to determine the reportable segment's profit or loss and the effect, if any, of those changes on the segment's profit or loss;
· the nature and effect of asymmetric distribution on reportable segments. 
Reconciliation of information
The Bank presents reconciliations of the following information: 
· total revenues of the reportable segments with the Bank's revenues;
· aggregate measures of profit or loss of reportable segments with the Bank's profit or loss before tax expense (tax income) and discontinued operations;
· total assets of reportable segments with the Bank's assets;
· aggregate reportable segment liabilities with the Bank's liabilities (unless such liabilities are regularly provided to the entity's chief operating decision maker); 
· aggregate measures of reportable segments in respect of each significant component of information disclosed for the relevant measure of the Bank.
All reconciled material items should be presented separately and annotated.
Restatement of information provided for prior periods 
When an operating segment becomes reportable in the current period because it exceeds quantitative thresholds, the Bank is required to report comparative information for the prior period even if that operating segment did not meet the criteria to be a separate reportable segment in the prior period. The Bank does not present comparative information if the required information is not available and the cost to prepare it would be excessive. 
If the Bank changes the structure of its internal organization resulting in changes in reportable segments, the corresponding information for prior (including interim) periods is restated. The exception is when such information is not available and the cost of preparing it appears excessive.
After a change in the composition of its reportable segments, the Bank discloses whether the corresponding items of segment information for prior periods have been restated. 
If the Bank has changed its reportable segments, and if segment information for prior periods, including interim periods, has not been restated in the year of change, the Bank discloses segment information for the current period based on both the old segmentation structure and the new one. The exception is when such information is not available or the cost of preparing such information appears to be excessive.
Disclosure of information on products and services, geographical area of operations and the Bank's major customers
Disclosure of information about the Bank's products and services, geographical area of operations and major customers should be based on information prepared in accordance with IFRS and is only required if such information has not been previously disclosed when reporting reportable segments. 
The Bank shall disclose the amount of revenue from external customers for each type of products and services or for each group of similar types of products and services. The exception is when the necessary information is not available and the cost of preparing it appears excessive. In such a case, this fact should be disclosed.
Revenues include interest income, fee and commission income and other operating income.
The Bank discloses the following geographical information:
· the amount of revenues from external customers by breakdown:
· income received in the territory of the Republic of Kazakhstan;
· total income earned in foreign countries. If the revenue earned in a particular foreign country is material, then it is necessary to disclose such revenue separately. The Bank also discloses the basis for allocating revenue from external customers to individual countries (e.g., revenue may be allocated to a particular country based on the location of the customer).
· amount of non-current assets, excluding financial instruments, deferred tax assets, pension plan assets and rights arising from insurance contracts by breakdown:
· non-current assets on the territory of the Republic of Kazakhstan;
· non-current assets in foreign countries. If non-current assets in a particular foreign country are material, then such non-current assets should be disclosed separately.
The exception is when the necessary information is not available and the cost of preparing it appears excessive. In such a case, this fact should be disclosed.
If revenue from a single external customer accounts for ten percent or more of the Bank's total revenue, the Bank shall disclose that fact and the total amount of revenue for each such major customer and the name of the segment or segments to which such revenue relates. It is not necessary to disclose the name of the customer or the amount of income attributable to each segment. For the purposes of this section, a group of entities under common control is treated by the Bank as a single customer. However, judgment is required to assess whether a government (including government agencies and similar organizations, including local, national or international organizations) and entities under its control is a single customer. In making this judgment, the Bank considers the degree of economic integration between such entities. 
Scheme for identifying reportable segments:
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[bookmark: _Toc168502122]Section 3: Events after the reporting date (IAS 10)
[bookmark: _Toc271279924][bookmark: _Toc277340330][bookmark: _Toc168502123]3.1 General provisions
This section applies to the accounting for and disclosure of events occurring after the reporting date. This section addresses adjusting events, non-adjusting events and their impact on the financial statements.
[bookmark: _Toc271279925][bookmark: _Toc277340331][bookmark: _Toc168502124]3.2 Definitions
Subsequent events are events, both favorable and unfavorable, that occur between the reporting date and the date the financial statements are authorized for issue. There are two types of such events: 
· events that confirm conditions that existed at the reporting date (adjusting events subsequent to the reporting date); 
· events that indicate conditions that arose after the reporting date (non-adjusting subsequent events).
The date of approval of the financial statements is the date of approval of the financial statements by the Parent Organization (shareholder of the Bank).
[bookmark: _Toc271279926][bookmark: _Toc277340332][bookmark: _Toc168502125]3.3 Accounting policies
Recognition and appreciation
The Bank's assets, liabilities, equity, income and expenses are recognized in the financial statements in the light of events occurring after the reporting date. Such events generally confirm the existence at the reporting date of objective conditions that existed at the Bank's operations or evidence of a new objective environment in which the Bank operates after the reporting date.
Subsequent events include all events up to the date of authorization of the financial statements for issue, even if they occurred after the publication of the Bank's earnings or other financial information.
When reporting events that occurred after the reporting date, it is necessary to be guided by the principle of materiality. That is, all events that can significantly affect the management decisions of users made on the basis of the financial statements should be reflected in the financial statements. Materiality depends on the size of the item or error assessed in each case.
Adjusting events after the reporting date
Amounts recognized in the financial statements are adjusted to reflect adjusting events subsequent to the end of the reporting period.
The following are examples of adjusting events subsequent to the balance sheet date, the effects of which the Bank is required to account for either by adjusting amounts reported in the financial statements or by recognizing additional items not previously recognized in the financial statements:
· settlement of a legal dispute that occurred after the reporting date in respect of a claim or suit that occurred at the reporting date and that confirms that the Bank has a present obligation at the reporting date. The Bank is required to account for the effects of this resolution either by adjusting the provision already recognized in the financial statements or by recognizing a new provision, rather than simply disclosing a contingent liability (because the settlement provides additional evidence, which is dealt with in accordance with section 7 Provisions, Contingent Liabilities and Contingent Assets (IAS 37) of Chapter 2);
· obtaining information after the reporting date that indicates either that the asset is impaired at the reporting date or that an adjustment to a previously recognized impairment loss for that asset is required. For example:
· the bankruptcy of a borrower occurring after the reporting date generally confirms the existence at the reporting date of a credit loss related to loans issued/receivables and the need to adjust the carrying amount of loans issued and receivables;
· sale of inventories after the reporting date may serve as the basis for determining the net realizable value of these inventories as of the reporting date;
· determining after the reporting date the value of assets acquired before the reporting date or receiving amounts from the sale of assets sold before the reporting date;
· Determining, after the end of the reporting period, the amount of profit-sharing or bonus payments if, at the end of the reporting period, the Bank had a present legal or constructive obligation to make such payments as a result of events occurring before the end of the reporting period (section 8 Employee Benefits (IAS 19) of Chapter 2)
· detecting fraud or errors that cause a misstatement of the financial statements.
Non-adjusting events after the reporting date
The Bank does not adjust amounts recognized in the financial statements to reflect the effects of non-adjusting events after the reporting date. Such events are disclosed in the notes to the financial statements without modifying the financial statements.
An example of a subsequent non-adjusting event is a decline in the market value of an investment between the reporting date and the date the financial statements are authorized for issue. A decline in market value is generally not related to the condition of the investment at the reporting date, but reflects conditions arising subsequently. Therefore, the Bank does not adjust the amounts of such investments recognized in the financial statements. Similarly, the Bank does not update the amount of investments disclosed in the financial statements as at the reporting date, although it may have to disclose additional information in accordance with this section.
Dividends
Dividends declared to holders of equity instruments (as defined in section 3 "Financial assets and liabilities (IAS 32, IFRS 9, IFRS 7)" of Chapter 2) after the balance sheet date should not be recognized as a liability at the balance sheet date. 
If dividends are declared (i.e., duly authorized and no longer subject to the Bank's discretion) after the reporting date but before the financial statements are authorized for issue, those dividends are not to be recognized as a liability at the reporting date because they do not meet the criteria for an existing liability contained in section 7 "Provisions, contingent assets and contingent liabilities (IAS 37)" of Chapter 2. Such dividends are disclosed in the notes to the financial statements, in accordance with Section 1 "Presentation of Financial Statements (IAS 1)", Chapter 1. (Subparagraph "Dividends" of paragraph 3.3. amended by the decision of the Board of Directors dated 31.10.2019 (Minutes No. 13)
Business continuity
The Bank does not prepare financial statements on a going concern basis if, after the balance sheet date, management determines that it either intends to liquidate the Bank or to suspend operations, or decides that there is no other reasonable alternative.
Deterioration in operating results and financial position subsequent to the balance sheet date may indicate the need to consider the applicability of the going concern assumption. If the going concern assumption is no longer applicable, the effect is so significant that, in accordance with this section, it becomes necessary to fundamentally change accounting methods rather than adjusting amounts recognized under the original method of accounting.
Chapter 1, Presentation of Financial Statements (IAS 1), requires certain disclosures if:
· the financial statements are not prepared on a going concern basis; 
· management is aware of material uncertainties about events or conditions that have occurred that may cast significant doubt about the Bank's ability to continue as a going concern. The disclosed events or conditions may occur after the reporting date.
[bookmark: _Toc271279927][bookmark: _Toc277340333][bookmark: _Toc168502126]3.4 Disclosure of information
The Bank discloses the date on which the financial statements were authorized for issue and the persons authorizing the issuance of the financial statements.
In certain cases, the Bank is required to update disclosures to reflect information obtained after the reporting date, even if that information does not affect the amounts recognized in the financial statements. For example, amounts already disclosed need to be updated when, after the reporting date, the Bank obtains confirmation of a contingent liability that existed at the reporting date. In considering whether a provision should be recognized, the Bank updates the disclosure of the contingent liability in light of the new information obtained.
If non-corrective events after the reporting date are material, their non-disclosure may affect the economic decisions of users taken on the basis of the financial statements. Accordingly, the Bank is required to disclose the following information for each material category of nonadjusting events after the end of the reporting period:
· nature of the event; and
· an assessment of its financial impact, or a statement that no such assessment can be made.
The following are examples of non-adjusting subsequent events for which disclosure is generally required:
· major transactions related to the acquisition and disposal of assets;
· destruction of a significant part of the Bank's property, plant and equipment as a result of a natural disaster after the reporting date;
· announcement of a large-scale restructuring in progress or the beginning of its implementation;
· major transactions with common shares and contracts convertible into common shares (it is recommended to disclose descriptive information about such transactions in the notes to the financial statements, except for transactions related to capitalization and share splits). 
If the number of common or potentially common shares outstanding has increased as a result of a capitalization/benefit issue/share split or decreased as a result of the issuance of shares of a higher par value with the exchange of old shares, this should be taken into account in the calculation of basic earnings and diluted earnings per share for all periods included in the financial statements;
· significant changes in the value of assets or foreign exchange rates subsequent to the reporting date;
· changes in tax rates or legislation enacted or announced after the statement of financial position date that have a significant effect on current and deferred tax assets or liabilities;
· Contracting out significant commitments or contingent liabilities, such as issuing large guarantees; and
· commencement of a major legal proceeding related solely to events subsequent to the statement of financial position date.
Specific applications 
Provisions, contingent liabilities and contingent assets 
A restructuring decision made by management or the Board of Directors before the reporting date does not give rise to a liability at the reporting date unless the Bank has incurred a liability prior to the reporting date: 
· commenced implementation of the restructuring plan; or 
· communicated the main features of the restructuring plan to the stakeholders and thus created a reasonable expectation that the Bank would actually carry out the restructuring. 
If the Bank commences a restructuring plan or communicates the main features of the plan to stakeholders only after the reporting date, disclosures are made if the restructuring is material and non-disclosure could affect the economic decisions of users taken on the basis of these financial statements.
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[bookmark: _Toc335757837][bookmark: _Toc168502127]Section 4: Accounting for pledged property
[bookmark: _Toc335757838][bookmark: _Toc168502128]4.1 Scope of application
These accounting policies are applied to determine the classification of assets transferred to the Bank as a result of full and partial settlement of overdue loans to the Bank. Other aspects of accounting for these assets are governed by other accounting policies.
[bookmark: _Toc335757839][bookmark: _Toc168502129]4.2 Classification
Repossessed collateral represents financial and non-financial assets received by the Bank in settlement of overdue loans. These assets are initially recognized at fair value when received and are included in inventories within other assets depending on their nature as described in section 4 "Inventories" in Chapter 2.
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[bookmark: _Toc168502130]Section 5: Fair Value Measurement (IFRS 13)
[bookmark: _Toc168502131]5.1 General provisions
These accounting policies are applied when any other section requires or permits fair value measurements or disclosures about fair value measurements (as well as measurements such as fair value less costs to sell based on fair value or disclosures about such measurements), except as provided below:
· Share-based payment transactions that fall within the scope of Share-based Payment (IFRS 2);
· Lease transactions within the scope of Chapter 2, Section 12 Leases (IFRS 16);
· estimates that bear some resemblance to fair value but are not fair value, such as net realizable value in section 4 "Inventories (IAS 2)" of Chapter 2 or the value in use of an asset in section 11 "Impairment of Assets (IAS 36)" of Chapter 2.
The fair value measurement framework described in this section applies to both initial and subsequent measurement if the use of fair value is required or permitted by other accounting policies of the Bank. (Paragraph 5.1. "General Provisions" was amended by the resolution of the Board of Directors dated 31.10.2019 (Minutes No. 13)
[bookmark: _Toc168502132]5.2 Definitions
An active market is a market in which transactions in an asset or liability occur with sufficient frequency and volume to provide pricing information on an ongoing basis.
The cost approach is a valuation method that reflects the amount that would currently be required to replace the productive capacity of an asset (often referred to as current replacement cost).
The input price is the price paid to acquire an asset or received for assuming a liability in an exchange transaction.
The exit price is the price that would be received on the sale of an asset or paid on the transfer of a liability. 
Expected cash flow is the probability-weighted average (i.e., the mean of the distribution) of possible future cash flows.
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date.
The best and most efficient use is the use of a non-financial asset by market participants that would maximize the value of the asset or the group of assets and liabilities (e.g., a business) in which the asset would be used.
The income approach is a valuation technique that converts future amounts (e.g. cash flows or income and expenses) into a single present value (i.e. discounted) amount. Fair value measurements are determined based on the value indicated by current market expectations of such future amounts.
The market approach is a valuation technique that uses prices and other relevant information generated by market transactions involving identical or comparable (i.e., similar) assets, liabilities or a group of assets and liabilities, such as a business.
Inputs are assumptions that market participants would use when pricing the asset or liability, including assumptions about risks such as those described below:
· The risk inherent in the particular valuation technique used to measure fair value (such as a pricing model); and
· the risk inherent in the inputs to the valuation technique.
The raw data can be observable or unobservable.
Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the Bank can access at the measurement date.
Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable, either directly or indirectly, for the asset or liability.
Level 3 inputs - unobservable inputs for the asset or liability.
Market corroborated inputs - inputs primarily arising from or corroborated by observable market data through correlation or other means.
Market participants are buyers and sellers in the principal (or most advantageous) market for the asset or liability that have all of the following characteristics:
· they are independent of each other, i.e. they are not related parties as defined in section 2 "Related parties (IAS 24)" of Chapter 3, although the price in a transaction between related parties may be used as an input to fair value measurement if the Bank has evidence that the transaction was conducted at arm's length
(Subparagraph amended by the decision of the Board of Directors dated 31.10.2019 (Minutes No. 13)

· they are knowledgeable, have a reasonable understanding of the asset or liability and of the transaction based on all available information, including information that would be obtained from standardized and customary due diligence.
· they may engage in a transaction involving that asset or liability.
· they are willing participants in the transaction for the asset or liability in question, that is, they have a motive but are not coerced or otherwise compelled to participate in the transaction.
The most advantageous market is the market that maximizes the amount that would be received on the sale of an asset or reduces the amount that would be paid on the transfer of a liability, after taking into account all transaction costs and transportation costs.
Default risk is the risk that the Bank will fail to discharge an obligation. Default risk includes, among other things, the Bank's own credit risk.
Observable inputs are inputs that are developed using market data, such as publicly available information about actual events or transactions, that reflect the assumptions market participants would use in pricing the asset or liability.
A voluntary transaction is a type of transaction that occurs in the market for a period of time before the measurement date that is sufficient to observe market activity that is usual and customary for transactions involving those assets or liabilities; it is not a forced transaction (e.g., forced liquidation or forced disposition).
The principal market is the market with the largest volume and level of transaction activity for an asset or liability.
Risk premium is the compensation required by risk-averse market participants for accepting the uncertainty inherent in the cash flows of an asset or liability. Also referred to as "risk adjustment".
Transaction costs are costs to sell an asset or transfer a liability in the principal (or most advantageous) market for the asset or liability that are directly attributable to the disposal of the asset or transfer of the liability and that meet the criterion and are directly attributable to, and necessary for, the transaction.
Transportation costs are the costs that would be incurred in transporting an asset from its current location to its principal (or most profitable) market.
Unit of account - the extent to which assets, or liabilities, are aggregated or disaggregated in IFRS for recognition purposes.
Unobservable inputs are inputs for which market data are not available and that are developed using all available information about the assumptions market participants would use in pricing the asset or liability.
[bookmark: _Toc168502133]5.3 Determination of fair value
In estimating fair value, the Bank considers the following factors:
· The characteristics of the asset or liability;
· Operations;
· Market participants;
· Price.
The characteristics of the asset or liability. Fair value measurements are specific to the asset or liability. When measuring fair value, the Bank takes into account the characteristics of the asset or liability as if market participants would take those characteristics into account when pricing the asset or liability at the measurement date
· Condition;
· location;
· restrictions on sale or use, if any.
The effect of a particular characteristic on the measurement will vary depending on how that characteristic would have been accounted for by market participants. An asset or liability measured at fair value could be any of the following: 
· A separate asset or liability (for example, a financial instrument or a non-financial asset); or 
· a group of assets, a group of liabilities, or a group of assets and liabilities (e.g., a cash-generating unit or a business).
Whether an asset or liability is a single asset or liability, a group of assets, a group of liabilities or a group of assets and liabilities for recognition or disclosure purposes depends on its unit of account. The unit of account for an asset or liability is determined in accordance with the Bank's accounting policies that require or permit fair value measurement, except as otherwise described in this section.
Transaction. A fair value measurement involves the exchange of an asset or liability in an orderly transaction between market participants in an arm's length transaction to sell an asset or transfer a liability at the measurement date under current market conditions. The fair value measurement assumes a transaction to sell the asset or transfer the liability:
· in the market that is principal to the asset or liability; or
· in the absence of a principal market in the market most advantageous to the asset or liability (taking into account transportation and transaction costs).
If there is a principal market for an asset or liability, the fair value measurement shall be a price in that market (that is either directly observable or calculated using another valuation technique), even if the price in another market is potentially more favorable at the measurement date.
The Bank must have access to the principal (or most advantageous) market at the measurement date. Because different entities (and lines of business within such entities) engaged in different activities may have access to different markets, the principal (or most advantageous) market for the same asset or liability may be different for different entities (and lines of business within such entities). Consequently, the principal (or most advantageous) market (and, accordingly, market participants) should be viewed from the Bank's perspective, thus taking into account differences between and among entities engaged in different activities
Although the Bank must have access to a market, the Bank is not required to sell a specific asset or transfer a specific liability at the measurement date in order to be able to estimate fair value based on a price in a given market.
Even if there is no observable market that provides pricing information for the sale of an asset or transfer of a liability at the measurement date, the fair value measurement shall assume that the transaction occurs at that date and is viewed from the perspective of the market participant that holds the asset or has the liability. This assumption provides a basis for determining the selling price of the asset or transfer of the liability.
Market participants. Market participants would seek to maximize the fair value of an asset and minimize the fair value of a liability in a transaction where the asset is sold or the liability is transferred in the principal (or most advantageous) market. The Bank is required to estimate the fair value of an asset or a liability using assumptions that market participants would use when pricing the asset or liability assuming that market participants act in their economic interest. Market participants have the following characteristics:
· are independent;
· have sufficient information;
· can make a deal;
· are willing to make a deal.
In developing these assumptions, the Bank does not need to identify specific market participants. Instead, the Bank should identify common characteristics that distinguish market participants by considering factors specific to all of the following:
· asset or liability;
· The principal (or most advantageous) market for the asset or liability; and
· market participants with whom the Bank would enter into a transaction in that market.
Price. Price determination is based on the following factors:
· the current price in the main (or most favorable) market;
· exit price (the price at which the asset is sold or the liability transferred, rather than the purchase price);
· not adjusted for transaction costs (transaction costs are not a characteristic of the asset or liability; rather, they are transaction specific and will vary depending on how the Bank enters into the transaction for the asset or liability, but such costs should be taken into account in determining the most advantageous market);
· should take into account transportation costs if the location of the asset or liability is an important factor in the valuation.

[bookmark: _Toc378283544]



[bookmark: _Toc168502134]5.4 Application to non-financial assets
Best and most efficient use in respect of non-financial assets
In estimating the fair value of a non-financial asset, consideration is given to:
· A market participant's ability to generate economic benefits through the best and most efficient use of an asset, or;
· by selling it to another market participant that would make the best and most efficient use of the asset.

The best and most efficient use of a financial asset
physically feasible use involves taking into account the physical characteristics of the asset that market participants would consider when pricing the asset (e.g., location or size of the property)
legally permissible use involves taking into account any legal restrictions on the use of the asset that market participants would consider when pricing the asset (e.g., zoning regulations applicable to the property)
Financially justifiable use considers whether a physically feasible and legally permissible use of the asset generates sufficient income or cash flows (taking into account the costs of converting the asset to that use) to generate the return on investment that market participants would require from an investment in the asset for that use.
from a market participant's perspective
The Bank may provide for other uses of the asset



Cost method, used if other methods are not applicable.
The Bank may provide for other uses of an asset, but the Bank's current use of a non-financial asset is presumed to be its best and most efficient use, unless market or other factors indicate that a different use by market participants would maximize the value of the asset.
In order to maintain its competitive position or for other reasons, the Bank may decide not to actively use an acquired non-financial asset or not to use the asset in the best and most efficient way. For example, this may be the case for an acquired intangible asset that the Bank plans to use for protection purposes, preventing others from using it. However, the Bank should estimate the fair value of the non-financial asset assuming its best and most efficient use by market participants.
Basis of measurement of non-financial assets
The best and most efficient use of a non-financial asset establishes the valuation input used to measure the fair value of the asset as set out below:
· the best and most efficient use of a non-financial asset can ensure that market participants maximize value by using it in combination with other assets as an asset group (when installed or otherwise configured for use) or in combination with other assets and liabilities (e.g., a business).
· if the best and most efficient use of an asset is to use the asset in combination with other assets or with other assets and liabilities, the fair value of the asset is the price that would be received in a current transaction to sell the asset, assuming that the asset will be used with other assets or with other assets and liabilities and that such assets and liabilities (i.e., its additional assets and related liabilities) will be available to the participant
· liabilities associated with the asset and with additional assets include liabilities that finance working capital, but do not include liabilities used to finance assets outside this asset group.
· the assumptions about the best and most efficient use of a non-financial asset should be applied consistently to all assets (for which the best and most efficient use is appropriate) in the group of assets or group of assets and liabilities in which the asset would be used.
· the best and most efficient use of a non-financial asset can ensure that market participants obtain maximum value for the asset when used separately. If the best and most efficient use of an asset is to use it separately, the fair value of the asset is the price that would be received in a current transaction to sell the asset to market participants that would use the asset separately.
In estimating the fair value of a non-financial asset, the assumption is made that the asset is traded in a manner consistent with the unit of account described elsewhere in these accounting policies of the Bank (which may be a single asset). This is the case even if that fair value measurement assumes that the best and most efficient use of the asset is to use it in combination with other assets or with other assets and liabilities, because the fair value measurement assumes that the market participant already has additional assets and associated liabilities.
[bookmark: _Toc378283545][bookmark: _Toc168502135]5.5 Application to the Bank's liabilities and own equity instruments
General principles
The fair value measurement assumes that a financial or non-financial liability or the Bank's own equity instrument (for example, equity interests granted as consideration in a business combination) is transferred to a market participant at the measurement date. The transfer of a liability or the Bank's own equity instrument involves the following:
· the obligation would have remained outstanding and the receiving party that is a market participant would have been obliged to fulfill the obligation. The obligation would not have been settled with the counterparty or otherwise extinguished at the measurement date.
· the Bank's own equity instrument would have remained outstanding and the endorser, who is a market participant, would have assumed the rights and obligations associated with the instrument. The instrument would not have been canceled or otherwise extinguished at the measurement date.
Even if there is no observable market that provides pricing information on the transfer of a liability or the Bank's own equity instrument (for example, because contractual or other legal restrictions prevent the transfer of such units), there may be an observable market for such units if they are held by other parties as assets (for example, a corporate bond or an option to purchase the Bank's shares).
In all cases without exception, the Bank is required to maximize the use of relevant observable inputs and minimize the use of unobservable inputs to achieve the objective of the fair value measurement, which is to measure the price that would be received to transfer a liability or equity instrument between market participants on a voluntary basis at the measurement date under current market conditions.
Liabilities and equity instruments held by other parties as assets
If a quoted transfer price for an identical or similar liability or the Bank's own equity instrument is not available and the identical unit is held by another party as an asset, the Bank shall estimate the fair value of the liability or equity instrument from the perspective of the market participant that holds the identical unit as an asset at the measurement date.
In such cases, the Bank shall measure the fair value of the liability or equity instrument as follows: 
· using the quoted price in an active market for an identical unit held by the other party as an asset, when available.
· in the absence of such a price, using other observable inputs, such as a price quoted in a market that is not active for an identical unit held by another party as an asset.
· in the absence of observable prices described in subparagraphs (a) and (b), using another valuation technique, such as:
· The income approach (for example, the present value approach, which considers the future cash flows that a market participant would expect to receive from the liability or equity instrument that it holds as an asset).
· market approach (e.g., using quoted prices for similar liabilities or equity instruments held by other parties as assets).
The Bank shall adjust the quoted price of a liability or the Bank's own equity instrument that is held by another party as an asset only if there are factors specific to the asset that are not applicable to the measurement of the fair value of the liability or equity instrument. The Bank must ensure that the price of the asset does not reflect the effect of a restriction that prevents the asset from being sold. Some factors that may indicate that the quoted price of an asset should be adjusted include the following:
· the quoted price for the asset is for a similar (but not identical) liability or equity instrument that is held by another party as an asset. For example, the liability or equity instrument has a specific characteristic (for example, the creditworthiness of the issuer) that is different from that reflected in the fair value of a similar liability or equity instrument held as an asset.
· the unit of account adopted for the asset differs from the unit of account adopted for the liability or equity instrument. For example, for liabilities, in some cases the price of the asset reflects the combined price of a package that includes both amounts receivable from the issuer and a guarantee of credit quality support from a third party. If the unit of account for the liability does not represent the unit of account for the combined package, the objective is to measure the fair value of the issuer's liability rather than the fair value of the combined package. Accordingly, in such cases, the Bank would adjust the observable price of the asset to remove the impact of the requirement to provide third-party credit quality support.
Liabilities and equity instruments not held by other parties as assets
If a quoted transfer price for an identical or similar liability or the Bank's own equity instrument is not available and the identical unit is not held by another party as an asset, the Bank shall measure the fair value of the liability or equity instrument using a valuation technique from the perspective of the market participant that holds the liability or issued the equity instrument.
For example, by applying the present value method of valuation, the Bank could consider any of the following:
· The future cash outflow that a market participant would expect to realize on settlement of the obligation, including the compensation that the market participant would require for assuming the obligation.
· the amount that a market participant would receive for the assumption or issue of an identical liability or equity instrument using the assumptions that market participants would use when pricing an identical unit (for example, having the same credit characteristics) in the principal (or most advantageous) market for the issuance of the liability or equity instrument on the same contractual terms.

Risk of default
The fair value of the liability reflects the impact of non-performance risk. Default risk includes, among other things, the Bank's own credit risk. It is assumed that the risk of default is the same both before and after the transfer of the liability.
In estimating the fair value of a liability, the Bank is required to consider the effect of its credit risk (creditworthiness) and any other factors that could affect the likelihood that the liability will be honored or not. This influence may vary from liability to liability, for example:
· whether the obligation is an obligation to deliver cash (a financial liability) or an obligation to provide goods or services (a non-financial liability).
· the terms of the requirement to support the credit quality associated with the commitment, if any.
The fair value of a liability reflects the impact of non-performance risk based on its unit of account. The issuer of a liability issued with an inseparable third-party credit enhancement requirement that is accounted for separately from the liability should not include the effect of the third-party credit enhancement requirement (e.g., a guarantee of repayment of third-party debt) in the fair value measurement of the liability. If the credit quality support requirement were accounted for separately from the liability, the issuer would consider its own creditworthiness, rather than the creditworthiness of the third-party guarantor, in estimating the fair value of the liability.
Restriction not allowing transfer of the Bank's liability or own equity instrument
The Bank shall not include in the fair value measurement of a liability or its own equity instrument separate inputs or adjustments to other inputs that address the existence of a restriction that is not transferable. The effect of a restriction that is not transferable on the Bank's liability or own equity instrument is implicitly or explicitly included in other inputs to the fair value measurement.
For example, at the transaction date, both the creditor and debtor have accepted the transaction price as a liability in the absolute knowledge that the liability includes a non-transferable restriction. Because the restriction is embedded in the transaction price, it is not necessary to include separate inputs or adjust existing inputs at the transaction date to reflect the impact of the transfer restriction. Similarly, there is no requirement to include separate inputs or adjustments to existing inputs at subsequent measurement dates to reflect the effect of the transfer restriction.
Financial liability with an option to repay on demand
The fair value of a financial liability with a call option (for example, a demand deposit) is the amount at least equal to the amount repayable on demand, discounted from the first day that such amount could be required to be paid.
[bookmark: _Toc378283546][bookmark: _Toc168502136]5.6 Applying to financial assets and financial liabilities with offsetting positions for market risks or counterparty credit risk
The Bank, by holding a group of financial assets and financial liabilities, is exposed to market risks and credit risk of each counterparty. If the Bank manages such a group of financial assets and financial liabilities on the basis of its net exposure to market risks or credit risk, the Bank applies the fair value measurement exception in this section. This exception allows the Bank to measure the fair value of a group of financial assets and financial liabilities based on the price that would be received to sell a net long position (i.e. an asset) for a specific risk exposure or transferred a net short position (i.e. a liability) for a specific risk exposure in an arm's length transaction between market participants at the measurement date under current market conditions. Accordingly, the Bank should measure fair value in a manner similar to how market participants would measure net exposure at the measurement date.
The Bank shall be entitled to utilize the exception provided for in the above paragraph only if the Bank meets all of the following conditions:
· manages a group of financial assets and financial liabilities on the basis of the Bank's net exposure to a particular market risk (or risks) or the credit risk of a particular counterparty in accordance with a formal risk management or investment strategy;
· on this basis provides information on a group of financial assets and financial liabilities to the Bank's senior management; and
· is (or has elected to) carry these financial assets and financial liabilities at fair value in the balance sheet at the end of each reporting period.
The exception provided above is not relevant to the presentation of financial statements. In some cases, the basis of presentation of financial instruments in the balance sheet differs from the basis for measuring financial instruments, for example, if a particular standard does not require or permit presentation of financial instruments on a net basis. In such cases, the Bank may need to allocate portfolio-level adjustments to individual assets or liabilities that are part of a group of financial assets and financial liabilities managed on the basis of the Bank's net . The Bank should make such allocations on a rational and consistent basis using a methodology that is appropriate in the circumstances.
A bank must make an accounting policy election, in accordance with Section 2, Changes in Accounting Policies, Estimates and Errors (IAS 8), of Chapter 1, to utilize the exception above. When using the exception, the Bank must apply that accounting policy consistently from period to period, including its policy for allocating supply and demand adjustments and credit risk adjustments, as appropriate, to a particular portfolio.
The exemption provided above applies only to financial assets and financial liabilities within the scope of Chapter 2, Section 3, Financial Assets and Liabilities (IAS 32, IFRS 9, IFRS 7).
Exposure to market risks
If the exception provided above is used to measure the fair value of a group of financial assets and financial liabilities that are managed on the basis of the Bank's net exposure to a particular market risk (or risks), the Bank is required to apply a price within a bid-ask spread that is most representative of fair value in the circumstances to the Bank's net exposure to those market risks.
Where the above exception is used, the Bank must ensure that the market risk (or risks) to which the Bank is exposed within a given group of financial assets and financial liabilities is substantially the same. For example, the Bank would not combine interest rate risk associated with a financial asset with commodity price risk associated with a financial liability because this would not reduce the Bank's exposure to interest rate risk or commodity price risk. If the above exception is used, any basis risk arising from non-identical market risk parameters must be taken into account when measuring the fair value of financial assets and financial liabilities within a group.
Exposure to credit risk of a particular counterparty
If the exception provided above is used to measure the fair value of a group of financial assets and financial liabilities accepted in transactions with a particular counterparty, the Bank should include the effect of the Bank's net exposure to the credit risk of that counterparty or the counterparty's net exposure to the credit risk of the Bank in the fair value measurement if market participants would take into account any existing arrangements that reduce the exposure to credit risk in the event of default (e.g., a master netting agreement). The fair value measurement should reflect market participants' expectations of the likelihood that such an arrangement would be enforceable in the event of default.
[bookmark: _Toc378283547][bookmark: _Toc168502137]5.7 Fair value at initial recognition
If an asset is acquired or a liability assumed in an exchange transaction for that asset or liability, the transaction price is the price paid to acquire the asset or received for assuming the liability (input price). In contrast, the fair value of an asset or liability is the price that would be received to sell the asset or paid to transfer the liability (exit price).
Market participants do not always sell assets at the prices paid to acquire them. Similarly, organizations do not always transfer liabilities at the prices received for their assumption. In many cases, the transaction price will equal fair value (e.g., this may be the case when, at the transaction date, there is a transaction to purchase an asset in the market in which the asset would have been sold).
In determining whether the fair value at initial recognition equals the transaction price, the Bank shall take into account factors specific to the transaction and to the asset or liability. 
If any other section of these accounting policies requires or permits the Bank to measure an asset or liability on initial recognition at fair value and the transaction price differs from fair value, the Bank shall recognize the resulting gain or loss in profit or loss, unless that section provides otherwise.
[bookmark: _Toc378283548][bookmark: _Toc168502138]5.8 Evaluation methods
The Bank is required to use valuation techniques that are appropriate in the circumstances and for which sufficient data are available to measure fair value, maximizing the use of relevant observable inputs and minimizing the use of unobservable inputs, generally the following three techniques are used:
Estimation methods*
Market approach
It is based on the following:
1. the current price of the asset/liability; or
2. The value of a recent asset/liability transaction;
3. Adjustment of the prices specified in paragraphs 1 and 2 for a similar asset/liability.
Cost approach
Application Examples:
Investment property - sale of similar property, market rents;
Obligations or equity instruments listed on the market - quoted price;
Unlisted investments - sales of shares in similar companies, comparison with quoted companies in the same industry.
It is based on the following:
1. the current replacement cost of the asset;
2. the current age and condition of the asset;
3. economic and functional depreciation.
Application Examples:
 - Fixed Assets;
 - Intangible assets that do not directly generate income (software for internal use);
 - It is possible to use market and income methods as a second method to test the validity of the results.
Income approach
It is based on the following:
1. Direct methods:
 - royalty exemption method
 - cost-saving method
 - premium pricing method
 - premium method
2. Indirect or residual methods:
 - return on assets (ROA)
 - residual yield method
 - excess return method (MEEM).
Application Examples:
 - Intangible Assets;
 - Investment Property;
 - Financial Instruments;
 - Non-financial assets.





* an official translation of the technical guidance to the International Standards for Evaluation is attached in Annex 2.
Market approach. The market approach uses prices and other relevant information generated by market transactions involving identical or comparable (i.e., similar) assets, liabilities or a group of assets and liabilities, such as a business. For example, valuation techniques compatible with the market approach often use market multipliers arising from a set of comparables. The multipliers may be in the same ranges as another multiplier for each comparable. Selecting the appropriate multiplier from the range requires the use of judgment, taking into account qualitative and quantitative factors specific to the valuation. Valuation techniques compatible with the market approach include matrix pricing. Matrix pricing is a mathematical technique used primarily to value certain types of financial instruments, such as debt securities, not based solely on the quoted prices of certain securities, but rather on the relationship of the securities to other quoted securities used as a benchmark. 
Cost approach. The cost approach reflects the amount that would currently be required to replace the productive capacity of the asset (often referred to as the current replacement cost). From the perspective of the seller as a market participant, the price that would be received for the asset is based on the amount that the buyer as a market participant would pay to acquire or construct a replacement asset of comparable utility, taking into account obsolescence. The reason for this is that the purchaser as a market participant would not pay more for the asset than the amount for which it could replace the productive capacity of the asset. Depreciation includes physical deterioration, functional (technological) obsolescence and economic (external) obsolescence, and is a broader concept than depreciation for financial reporting and presentation purposes (allocation of historical cost) or tax purposes (use of specific useful lives). In many cases, the current replacement cost method is used to estimate the fair value of tangible assets that are used in combination with other assets or with other assets and liabilities. 
Income approach. Under the income approach, future amounts (e.g., cash flows or revenues and expenses) are converted to a single present value (i.e., discounted) amount. Under the income approach, fair value measurements reflect current market expectations for such future amounts. Such valuation techniques include, for example, the following: 
· present value methods of valuation as described in Appendix 1, Present Value Methods of Valuation; 
· option valuation models, such as the Black-Scholes-Merton formula or the binomial model (i.e., a structural model), that incorporate present value techniques and reflect both the time value and intrinsic value of the option; and 
· discounted cash flow method, which is used to estimate the fair value of certain intangible assets. 
The Bank may use one or more valuation techniques. If multiple valuation techniques are used to measure fair value, the results (i.e. the relevant fair value measurements) should be assessed by considering the appropriateness of the range of values indicated by those results. A fair value measurement is a value within that range that most closely represents fair value in the circumstances.
If the transaction price represents fair value at initial recognition and a valuation technique that uses unobservable inputs will be used to measure fair value in subsequent periods, the valuation technique must be calibrated such that the result of the valuation technique equals the transaction price at initial recognition. Calibration ensures that the valuation technique reflects current market conditions and helps the Bank determine whether the valuation technique needs to be adjusted (e.g., an asset or liability may have a characteristic that is not captured by the valuation technique). After initial recognition, when measuring fair value using a valuation technique or techniques that use unobservable inputs, the Bank must ensure that the valuation technique reflects observable market data (e.g., the price of a similar asset or liability) at the measurement date.
Valuation techniques used to measure fair value should be applied consistently. However, a change in a valuation technique or its application (e.g., a change in its weighting when multiple valuation techniques are used or a change in the adjustment applied to a valuation technique) is required if the change results in a valuation that is equal to or more representative of fair value in the circumstances. This may be the case if, for example, any of the following events occur:
· new markets are developing;
· new information becomes available;
· previously used information is no longer available;
· evaluation methods are improved; or
· market conditions are changing.
Changes arising from a change in a valuation technique or its application should be accounted for as a change in an accounting estimate in accordance with Section 2 Changes in Accounting Policies, Estimates and Errors (IAS 8) of Chapter 1. However, disclosure of a change in accounting estimate is not required for changes arising from a change in a valuation technique or its application.
Input data for estimation methods
Valuation techniques used to measure fair value should maximize the use of relevant observable inputs and minimize the use of unobservable inputs. Examples of markets in which inputs may be observable for certain assets and liabilities (e.g., financial instruments) include exchange (stock) markets, dealer markets, intermediary markets and principal to principal markets.
A bank must select inputs that are consistent with the characteristics of the asset or liability that market participants would consider in a transaction involving the asset or liability. In some cases, those characteristics result in the application of an adjustment, such as a premium or discount (for example, a premium for control or a discount to the non-controlling interest). However, a fair value measurement should not include a premium or discount that is inconsistent with a unit of accounting adopted in this section that requires or permits a fair value measurement. Premiums or discounts that reflect size as a characteristic of the Bank's holding package (especially a blocking factor that adjusts the quoted price of an asset or liability because normal daily market trading volume is insufficient to absorb the amount of assets and liabilities the Bank holds) rather than as a characteristic of the asset or liability (for example, a control premium in measuring the fair value of a controlling interest) should not be included in the fair value measurement. Whenever a quoted price (i.e., a Level 1 input) for an asset or liability is available in an active market for that asset or liability, the Bank is required to use that price without adjustment when measuring fair value, except as described below.
Input data based on purchase and sale prices
If an asset or liability measured at fair value has a bid price and a ask price (e.g., dealer market inputs), the price within the bid-ask spread that most closely represents fair value in the circumstances shall be used to measure fair value, regardless of which category such inputs fall within the fair value hierarchy (i.e., Level 1, Level 2 or Level 3). The use of bid prices for asset positions and ask prices for liability positions is an option but not an obligation.
This section does not preclude the use of mid-market pricing or other pricing agreements used by market participants as a practical expedient to estimate fair value within the bid-ask spread.







Fair value hierarchy
The fair value hierarchy reflects the significance of the inputs used in determining fair value
The decision tree regarding the application of the hierarchy levels is presented below:
Quotes for identical assets/liabilities?
Observable
 data for the asset or liability?
LEVEL 1
 - quoted price in an active market;
 - the most reliable evidence;
 - price should be used without adjustment whenever it is available;
 - quotes are available for many financial assets and financial liabilities.

Particular attention is paid to determining the following:
 - The principal market for the asset or liability or, in the absence of a principal market, the most advantageous market for the asset or liability; and
 - whether the Bank could engage in a transaction with the asset or liability at that market price at the measurement date.
LEVEL 2.
If the asset or liability has a specified (contractual) period, the inputs must be observable for substantially the entire period and may include the following
 - quoted prices for similar assets or liabilities in active markets;
 - quoted prices for identical or similar assets or liabilities in markets that are not active.
 - inputs other than quoted prices that are observable for the asset or liability (for example: interest rates and yield curves observed at commonly quoted intervals, implied volatility and credit spreads);
 - market-validated inputs.
LEVEL 3.
Unobservable inputs should be used to measure fair value when relevant observable inputs are not available, thus accounting for situations in which there is little, if any, observable market activity for the asset or liability at the measurement date. Consequently, unobservable inputs must reflect the assumptions that market participants would use when pricing the asset or liability, including assumptions about risk.
NO.
YEP.
YEP.
NO.




Risk assumptions include the risk inherent in the particular valuation technique used to measure fair value (such as a pricing model) and the risk inherent in the inputs to the valuation technique. A valuation that does not include a risk-adjustment would not represent a fair value measurement if market participants would include such an adjustment when pricing the asset or liability. For example, it may be necessary to include a risk adjustment if there is significant measurement uncertainty (e.g., if there has been a significant decline in the volume or level of activity relative to normal market activity for the asset or liability, or similar assets or liabilities, and the Bank has determined that the transaction price or quoted price does not represent fair value).
Adjustments to the original data
Level 1 source data. The Bank should adjust Level 1 inputs only in the following cases:
· where the Bank holds a large number of similar (but dissimilar) assets or liabilities (e.g. debt securities) that are measured at fair value and a quoted price in an active market exists for each of those assets or liabilities but is not readily available at any time
· when the quoted price in an active market does not represent fair value at the measurement date. This may be the case when, for example, significant events (such as principal-to-principal market transactions, trading in an intermediary market, or announcements) occur after market close but before the measurement date. The Bank should establish and consistently apply a policy to identify such events that could affect fair value measurements. However, if a quoted price is adjusted to reflect new information, the adjustment results in a fair value measurement that is categorized as a lower level in the fair value hierarchy.
· when the fair value of a liability or the Bank's own equity instrument is measured using a quoted price for an identical item that is traded as an asset in an active market, and that price must be adjusted for factors specific to the item or asset. If no adjustment to the quoted price of the asset is required, the result would be a fair value measurement categorized as Level 1 in the fair value hierarchy. However, any adjustment to the quoted price of the asset would result in a fair value measurement categorized as Level 1 in the fair value hierarchy.
If the Bank holds a position in a single asset or liability (including a position consisting of a large number of identical assets or liabilities, such as a bundle of financial instruments) and the asset or liability is sold in an active market, the fair value of that asset or liability shall be measured within Level 1 at the amount obtained by multiplying the quoted price for the single asset or liability by the number held by the Bank. This is the case even if the normal daily trading volume of the market is not sufficient to absorb the quantity of assets and liabilities held by the Bank and placing orders to sell positions in an individual transaction could affect the quoted price.
Level 2 inputs. Level 2 input adjustments vary depending on factors specific to the asset or liability. Such factors include the following:
· the condition or location of the asset;
· the extent to which the inputs relate to units that are comparable to the asset or liability (including those factors described in 'Liabilities and equity instruments held by other parties as assets'); and
· the volume or level of activity in the markets in which these inputs are observed.
An adjustment to Level 2 inputs that are significant to the valuation as a whole could result in a fair value measurement that is categorized as Level 3 in the fair value hierarchy if significant unobservable inputs are used for the adjustment.
Level 3 inputs. A Bank should develop unobservable inputs using all information available in the circumstances, which may include the Bank's own data. In developing unobservable inputs, the Bank may rely on its own data, but the Bank should adjust those inputs if reasonably available information indicates that other market participants would use different inputs or, there is some Bank-specific information that is not available to other market participants (e.g., Bank-specific synergies). The Bank need not make excessive efforts to obtain information about market participants' assumptions. However, the Bank should consider all information about market participants' assumptions that is reasonably available. Unobservable inputs developed in accordance with the above procedure are considered to be market participant assumptions and meet the objective of fair value measurement.
[bookmark: _Toc378283549][bookmark: _Toc168502139]5.9 Disclosure of information
The Bank shall disclose information that helps users of financial statements to evaluate the following:
· for assets and liabilities carried at fair value in the statement of financial position after initial recognition on a recurring or non-recurring basis, the valuation techniques and inputs used to arrive at those valuations.
· for recurring fair value measurements using significant unobservable inputs (Level 3), the effect of the measurements on profit or loss or other comprehensive income for the period.
In order to meet the objectives set out above, the Bank should consider all of the following issues:
1) the level of detail required to meet the disclosure requirements;
2) how much importance should be given to each of the various requirements;
3) the required level of aggregation or granularity of information; and
4) Whether users of financial statements need additional information to evaluate the quantitative information disclosed.
If the information disclosed in accordance with this and other sections of the Bank's accounting policies is insufficient to meet the objectives set out above, the Bank shall disclose additional information necessary to meet those objectives.
The Bank is required to disclose at least the following information for each class of assets and liabilities measured at fair value in the statement of financial position after initial recognition:
1) for recurring and non-recurring fair value measurements, fair value measurements at the end of the reporting period and, for non-recurring fair value measurements, the reasons for making those measurements. Recurring fair value measurements of assets or liabilities are those required or permitted by other accounting policies in the balance sheet at the end of each reporting period. Recurring fair value measurements of assets or liabilities are those that are required or permitted by other accounting policies in the balance sheet under certain circumstances (for example, when the Bank measures an asset held for sale at fair value less costs to sell because the asset's fair value less costs to sell is lower than its carrying amount).
2) For recurring and non-recurring fair value measurements, the level within the fair value hierarchy to which those fair value measurements are categorized as a whole (Level 1, 2 or 3).
3) for assets and liabilities held at the end of the reporting period that are measured at fair value on a recurring basis, the amounts of any transfers between Level 1 and Level 2 in the fair value hierarchy, the reasons for such transfers and the Bank's policy for determining when transfers from level to level are considered to have occurred. Transfers into each level should be disclosed and discussed separately from transfers out of each level.
4) For recurring and non-recurring fair value measurements categorized within Level 2 and Level 3 of the fair value hierarchy, a description of the valuation technique or techniques and the inputs used in the fair value measurement. If there is any change in the valuation technique (e.g., changing from market approach to income approach or using an additional valuation technique), the Bank must disclose the change and the reason(s) for the change. For fair value measurements categorized as Level 3 in the fair value hierarchy, the Bank is required to provide quantitative disclosures about the significant unobservable inputs used in the fair value measurement. A Bank is not required to develop quantitative disclosures to meet this disclosure requirement if quantitative unobservable inputs are not developed by the Bank when measuring fair value (e.g., when the Bank uses prices from prior transactions or third-party pricing information without adjusting it). However, by making such disclosures, the Bank cannot ignore quantitative unobservable inputs that are significant to the fair value measurement and reasonably available to the Bank.
5) for recurring fair value measurements categorized within Level 3 of the fair value hierarchy, a reconciliation of the opening and closing balances, with separate disclosure of changes during the period that relate to the following:
i. the total gains or losses recognized in profit or loss for the period and the line item or line items in profit or loss in which those gains or losses are recognized.
ii. the total gains or losses for the period recognized in other comprehensive income and the line item or line items in other comprehensive income in which those gains or losses are recognized.
iii. purchases, sales, issuance and settlements (each of these types of changes is disclosed separately).
iv. the amounts of any transfers into and out of Level 3 within the fair value hierarchy, the reasons for such transfers and the Bank's policy determining when transfers from level to level are considered to have occurred. Transfers into Level 3 should be disclosed and discussed separately from transfers out of Level 3.
6) For recurring fair value measurements categorized within Level 3 of the fair value hierarchy, the sum of the total gains or losses for the period described in (e)(i) included in profit or loss and attributable to the change in unrealized gains or losses on those assets and liabilities held at the end of the reporting period and the line item or line items in profit or loss in which the unrealized gains or losses are recognized.
7) for recurring and non-recurring fair value measurements categorized within Level 3 of the fair value hierarchy, a description of the valuation processes used by the Bank (including, for example, how the Bank makes decisions about valuation policies and procedures and analyzes changes in fair value measurements from period to period).
8) for recurring fair value measurements categorized within Level 3 of the fair value hierarchy:
i. for all such measurements, a detailed description of the sensitivity of the fair value measurements to changes in unobservable inputs if changing such inputs by a different amount would result in a significantly higher or lower fair value measurement. If there are relationships between such inputs and other unobservable inputs used in fair value measurements, the Bank must also provide a description of those relationships and how they might amplify or mitigate the effect of changes in the unobservable inputs on the fair value measurements. In order to meet this disclosure requirement, a detailed description of the sensitivity to changes in unobservable inputs must include, at a minimum, the unobservable inputs disclosed in (d).
ii. For financial assets and financial liabilities, if changing one or more unobservable inputs to reflect reasonably possible alternative assumptions would change the fair value significantly, the Bank is required to disclose that fact and the effect of those changes. The Bank shall disclose how the effect of a change to reflect a reasonably possible alternative assumption was calculated. For this purpose, a judgment should be made as to whether the effect is significant to profit or loss and total assets or total liabilities or, if changes in fair value are recognized in other comprehensive income, total equity.
9) for recurring and non-recurring fair value measurements, if the current use of a non-financial asset differs from its best and most efficient use, the Bank shall disclose that fact and why the non-financial asset is not being used in its best and most efficient manner.
The Bank shall make appropriate classification of assets and liabilities on the basis of the following:
· the nature, characteristics and risks of the asset or liability; and
· the level in the fair value hierarchy to which the fair value measurement is categorized.
A greater number of classes may be required for fair value measurements categorized within Level 3 of the fair value hierarchy because these measurements have a greater degree of uncertainty and subjectivity. The appropriate classification of assets and liabilities for which disclosure of fair value measurements is required requires judgment. The class of assets and liabilities will often require a more detailed breakdown than line items presented in the balance sheet. However, the Bank should provide disclosures that are sufficient to reconcile to the line items presented in the balance sheet. If another accounting policy specifies a class of asset or liability, the Bank may use that class in making the disclosures required by this section if that class meets the requirements of that paragraph.
A bank shall disclose and consistently follow its policy for determining when transfers from level to level within the fair value hierarchy are considered to have occurred in accordance with (c) and (e)(iv) above. The policy on the timing of recognition of transfers should be the same for transfers into and out of levels. Examples of policy provisions for determining the timing of transfers include the following:
· the date of the event or change in circumstances that caused the transfer.
· the beginning of the reporting period.
· end of the reporting period.
If the Bank decides as a matter of accounting policy to utilize the exception provided for in paragraph 6.6 above, the Bank shall disclose that fact.
For each class of assets and liabilities not carried at fair value in the balance sheet but for which fair value is disclosed, the Bank is required to disclose the information required by (b), (d) and (h). However, the Bank is not required to disclose quantitative information about significant unobservable inputs used in fair value measurements that are categorized within Level 3 of the fair value hierarchy as required by (d) above. For such assets and liabilities, the Bank does not need to disclose the other information required by this section.
For a liability measured at fair value that is issued with an inseparable third-party credit support requirement, the issuer shall disclose the existence of that credit support requirement and whether it is reflected in the fair value measurement of that liability.
A bank shall disclose the quantitative information required by this section in tabular format, unless another format is more appropriate.
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Appendix 1. Present value methods of valuation
The present value method used to measure fair value will depend on the facts and circumstances specific to the asset or liability being measured (e.g., whether prices for comparable assets or liabilities are observable in the market) and the availability of sufficient data.
Components of present value measurement
Present value (i.e. the application of the income approach) is a tool used to link future amounts (e.g. cash flows or values) to a present value using a discount rate. Determining the fair value of an asset or liability using the present value approach encompasses all of the following elements from the perspective of market participants at the measurement date:
1) an estimate of the future cash flows from the asset or liability being measured.
2) expectations regarding possible changes in the amount and timing of cash flows representing the inherent uncertainties in cash flows.
3) the time value of money, represented by the rate on risk-free monetary assets that have maturities or terms that match the period covered by the cash flows and that present no uncertainty as to timing and no risk of default to the holder (i.e., the risk-free interest rate).
4) the price paid for accepting the uncertainty inherent in cash flows (i.e., the risk premium).
5) other factors that market participants would take into account under the circumstances.
6) in respect of a liability, the default risk relating to that liability, including the entity's (i.e. the obligor's) own credit risk.
General principles
Present value techniques differ depending on how they utilize the elements described above. However, all of the following general principles govern the application of any present value method used to measure fair value:
1) Cash flows and discount rates should reflect the assumptions that market participants would use when pricing the asset or liability.
2) For cash flows and discount rates, only those factors that are relevant to the asset or liability being measured should be considered.
3) In order to avoid double counting or to avoid missing the impact of risk factors, discount rates should reflect assumptions that are compatible with those inherent in the cash flows. For example, a discount rate that reflects the uncertainty of expectations of future default would be acceptable when using contractual cash flows from the loan (i.e., the discount rate adjustment method). The same rate should not be applied when using expected (i.e., probability-weighted) cash flows (i.e., the expected present value method) because the expected cash flows already reflect assumptions about the uncertainty of future default; instead, a discount rate commensurate with the risk inherent in the expected cash flows should be used. 
4) Assumptions about cash flows and discount rates should be consistent with each other. For example, nominal cash flows that include the effect of inflation should be discounted at a rate that includes the effect of inflation. The nominal risk-free interest rate includes the effect of inflation. Actual cash flows that exclude the effect of inflation should be discounted at a rate that excludes the effect of inflation. Similarly, cash flows net of tax should be discounted using the net of tax discount rate. Pre-tax cash flows should be discounted at a rate consistent with these cash flows.
5) Discount rates should take into account the underlying economic factors related to the currency in which the cash flows are denominated.
Risk and uncertainty
The determination of fair value using present value techniques is subject to uncertainty because the cash flows used are estimates rather than known amounts. In many cases, both the amount and timing of cash flows are uncertain. Even contractually fixed amounts, such as loan payments, are uncertain if there is a risk of default.
Market participants typically require compensation (i.e., a risk premium) for accepting the inherent uncertainty in the cash flows of an asset or liability. A fair value measurement must include a risk premium that reflects the amount that market participants would require as compensation for accepting the uncertainty inherent in the cash flows. Otherwise, the valuation will not reliably represent fair value. In some cases, determining the appropriate risk premium may be difficult. However, the degree of difficulty is not, in itself, a reason sufficient to exclude the risk premium.
Present value methods of valuation differ depending on the risk adjustments they make and the type of cash flows they use. For example:
1) The discount rate adjustment method uses the risk-adjusted discount rate and the contractual, promised or most likely cash flows.
2) The first expected present value method uses risk-adjusted expected cash flows and a risk-free rate.
3) The second expected present value method uses expected cash flows that are not risk-adjusted and a discount rate adjusted for the risk premium required by market participants. This rate differs from the rate used in the discount rate adjustment method.
Discount rate adjustment method
The discount rate adjustment method uses a single set of cash flows from a range of possible settlement amounts, whether contractual or promised (as in the case of a bond), or the most likely cash flows. In all cases without exception, these cash flows are contingent and dependent on the occurrence of specific events (e.g., the contractual or promised cash flows of a bond are contingent and dependent on the occurrence of an event of default by the debtor). The discount rate used for the discount rate adjustment method arises from observable rates of return on comparable assets or liabilities traded in the market. Accordingly, the contractual cash flows that are contractually required, promised or most likely to occur are discounted at an observable or estimated market rate for those contingent cash flows (i.e. market rate of return).
The discount rate adjustment method requires an analysis of market data for comparable assets or liabilities. Comparability is established by considering the nature of the cash flows (e.g., whether the cash flows are contractually specified or not and whether they are likely to respond similarly to changes in economic conditions) and other factors (e.g., credit standing, collateral, timing, covenants and liquidity).
Alternatively, if an individual comparable asset or liability does not reliably reflect the risk inherent in the cash flows associated with the asset or liability being measured, a discount rate may be set using inputs from a number of comparable assets or liabilities together with a risk-free yield curve (i.e. using the "cumulative construction" method).
To illustrate the cumulative construction method, assume that Asset A represents a contractual right to receive 800 cash units after one year (i.e., there is no timing uncertainty). There is an established market for comparable assets and information about those assets, including pricing information, is readily available. Of these comparable assets:
1) Asset B represents a contractual right to receive 1,200 cash units after one year, and its market price is 1,083 cash units. Thus, the implied annualized rate of return (i.e., the market rate of return for one year) is 10.8 percent 
[(1,200 / 1,083) - 1].
2) Asset C represents a contractual right to receive 700 cash units after two years and its market price is 566 cash units. Thus, the implied annualized rate of return (that is, the market rate of return in two years) is 11.2 percent 
[(700 / 566) ^0.5 - 1].
3) All three assets are comparable with respect to risk (i.e., variance of possible payoffs and credit).
Based on an analysis of the timing of the contractual payments to be received in respect of Asset A relative to the timing provided for Asset B and Asset C (i.e. one year for Asset B versus two years for Asset C), Asset B is considered to be more comparable to Asset A. Using the contractual payment to be received in respect of Asset A (800 cash units) and the one-year market rate stipulated in relation to Asset B (10.8 percent), the fair value of Asset A is 722 cash units (800 / 1.108). Alternatively, in the absence of available market information for Asset B, the market rate could be derived from information on Asset C using the cumulative construction method. In this case, the two-year market rate indicated for Asset C (11.2 percent) would be adjusted to obtain the one-year market rate using the time structure of the risk-free yield curve. Additional information and analysis may be required to determine whether the risk premiums for one-year and two-year assets are the same. If it is determined that the risk premiums for one-year and two-year assets are not the same, the two-year market rate of return should be further adjusted for this effect.
When the discount rate adjustment method is applied to fixed receipts or payments, an adjustment for the risk inherent in the cash flows associated with the asset or liability being measured is included in the discount rate. In some cases where the discount rate adjustment method is applied to cash flows that are not receipts or payments, adjustments to the cash flows may be required to achieve comparability with the observable asset or liability from which the discount rate was derived.
Valuation method based on expected present value
The expected present value method uses as a starting point a set of cash flows that represents a probability-weighted average of all possible future cash flows (i.e. expected cash flows). The resulting estimated value is identical to the expected value, which in statistical terms is a weighted average of the possible value of a discrete random variable with an appropriate probability weighting. As all possible cash flows are probability weighted, the resulting expected cash flow is not contingent and is not dependent on the occurrence of a specific event (unlike the cash flows used for the discount rate adjustment method).
When making an investment decision, risk-averse market participants would consider the risk that actual cash flows may differ from expected cash flows. Portfolio choice theory distinguishes between two types of risk:
1) Unsystematic (diversifiable) risk that is specific to a particular asset or liability.
2) The systematic (non-diversifiable) risk that is common to the asset or liability and other units in the diversified portfolio.
Portfolio choice theory holds that in a market in equilibrium, market participants are compensated for taking only the systematic risk inherent in cash flows. (In inefficient or out-of-equilibrium markets, other forms of income or compensation may be available.)
The first expected present value method adjusts the expected cash flows associated with an asset for systematic (i.e., market) risk by subtracting the cash premium for risk (i.e., the expected risk-adjusted cash flows). These risk-adjusted expected cash flows represent reliable cash flow equivalents that are discounted at the risk-free interest rate.
A reliable cash flow equivalent refers to an expected cash flow (as defined) that is risk-adjusted so that a market participant is not dependent on exchanging a specified cash flow for an expected cash flow. For example, if a market participant wished to exchange an expected cash flow of 1,200 cash units for a specified cash flow of 1,000 cash units, the amount of 1,000 cash units would represent a safe equivalent for the amount of 1,200 cash units (i.e., the amount of 200 cash units would represent a cash risk premium). In this case, the market participant would be independent of the asset held.
In contrast to the above, the second expected present value method makes an adjustment for systematic (i.e. market) risk by applying a risk premium to the risk-free interest rate. Accordingly, the expected cash flows are discounted at a rate that corresponds to the expected rate associated with the probability-weighted cash flows (i.e., the expected rate of return). Models used to price risk assets, such as the cost of capital model, can be used to estimate the expected rate of return. Because the discount rate used for the discount rate adjustment method is the rate of return attributable to the notional cash flows, it is likely to be higher than the discount rate used in the second valuation method of expected present value, which is the expected rate of return attributable to expected cash flows or probability-weighted cash flows.
To illustrate the first and second methods, assume that an asset was expected to generate cash flows of 780 cash units after one year, which were determined on the basis of the possible cash flows and probabilities set out below. The applicable risk-free interest rate for cash flows with a one-year horizon is 5 per cent and the systematic risk premium for an asset with the same risk profile is 3 per cent.
	Probable cash flows
	probability
	Probability-weighted cash flows are as follows

	500 monetary units
	15 percent
	75 monetary units

	800 monetary units
	60 percent
	480 monetary units

	900 monetary units
	25 percent
	225 monetary units

	Expected cash flows
	780 monetary units


In this simple example, the expected cash flows (780 cash units) represent a probability-weighted average of three possible outcomes. In more realistic situations, there may be many possible outcomes. However, in order to apply the expected present value method of valuation, it is not always necessary to consider the distribution of all possible cash flows using complex models and methods. Instead, a limited number of discrete scenarios and probabilities can be developed that encompass many possible cash flows. For example, an entity may use realized cash flows for any relevant past period adjusted for changes in circumstances that occur subsequently (e.g., changes in external factors, including economic or market conditions, industry trends and competition, and changes in internal factors that affect the entity in a specific way), taking into account assumptions made by market participants.
In theory, the present value (i.e., fair value) of the cash flows associated with an asset remains the same whether the first method or the second method is used, namely:
1) Under the first method, expected cash flows are adjusted for systematic (i.e. market) risk. In the absence of market data explicitly stating the amount of the risk adjustment, the risk adjustment can be derived from a model for determining the value of assets using the concept of credible equivalents. For example, a risk-adjustment (i.e., a cash risk premium of 22 monetary units) could be established using a systematic risk premium of 3 percent 
(780 - [780 × (780 × (1.05/1.08)]), resulting in expected risk-adjusted cash flows of 758 cash units (780 - 22). The amount of 758 cash units represents a safe equivalent for the amount of 780 cash units and is discounted at the risk-free interest rate (5 percent). The present value (i.e. fair value) of the asset is 722 cash units (758 /1.05). 
2) In the second method, the expected cash flows are not adjusted for systematic (i.e. market) risk. Instead, an adjustment for this risk is included in the discount rate. Thus, the expected cash flows are discounted at an expected rate of return of 8 percent (i.e., a 5 percent risk-free interest rate plus a 3 percent systematic risk premium). The present value (i.e. fair value) of the asset is 722 cash units (780 /1.08). 
When using the expected present value method, either the first method or the second method may be used to measure fair value. The choice of which method to use will depend on the facts and circumstances specific to the asset or liability being measured, the extent to which sufficient data are available and the judgment involved.
The fair value of financial instruments in the Bank is regulated by the internal document on determining the fair value of financial instruments. 
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[bookmark: _Toc168502140]Section 6. General ledger of the Bank
[bookmark: _Toc168502141]6.1 General provisions

The general ledger of the Bank (hereinafter - the General Ledger) is the basis for obtaining and submitting reports to the Bank's management (management reporting), regulatory authorities (financial, regulatory, statistical reporting), authorized state bodies, the Board of Directors and shareholders of the Bank. 

The general ledger contains the incoming balance, total daily debit and credit turnovers for the operating day and the outgoing balance of the account with the possibility of obtaining a breakdown of transactions. 

The general ledger presents information on the Bank's activities at any time for any given period on the accounting records made. 

The following periodicity of information submission is established: daily, weekly, decadal, monthly, quarterly, annual and for a given period. 

General Ledger Goals and Purpose: 
· organization of the accounting process in accordance with accounting standards; 
· control over the balance sheet and memorandum accounts for each group of transactions; 
· control over reflection of operations of the Bank's branches;
· identification and elimination of irregularities and errors in accounting. 

Opening and closing of personal accounts on balance sheet accounts and memorandum accounts in the Bank's Chart of Accounts shall be regulated by the Bank's internal document. 

[bookmark: _Toc168502142]6.2 Definitions
The general ledger is a computerized accounting system that allows for the recording of balance sheet and memorandum accounts and is a generalized accounting record of all the Bank's accounting transactions

[bookmark: _Toc168502143]6.3 Accounting policies
The general ledger is used to collect and code all transactions of the Bank on its accounts. The general ledger accounts are organized in descending order of liquidity in the following sequence:
· Assets, 
· Commitments, 
· equity, 
· revenue accounts, 
· expense accounts, 
· contingent claims and commitments, 
· of the memorandum accounts. 

 (The second paragraph of item 6.3. "Accounting Principles" was excluded by the decision of the Board of Directors dated May 31, 2024 (Minutes No. 7).
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Представить отчетность по дополнительным сегментам, если выручка от продажи внешним клиентам всех сегментов составляет менее 75% общей суммы доходов



Соответствуют ли отдельные из оставшихся операционных сегментов большинству критериев объединения, а также имеют ли эти сегменты схожие экономические характеристики?


Объединить оставшиеся сегменты в категорию «все прочие сегменты»



Соответствуют ли отдельные операционные сегменты количественным пороговым значениям?



Соответствуют ли отдельные операционные сегменты всем критериям объединения?



Нет


Нет


Нет


Нет


Объединить сегменты (при желании)


Да


Объединить сегменты (при желании)


Эти сегменты являются отчетными


Да


Да


Нет


Да



