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Independent Auditors’ Report
To the Shareholders of Eurasia Insurance Company JSC

Opinion

We have audited the consolidated financial statements of Eurasia Insurance
Company JSC (the “Company”) and its subsidiary (the “Group”), which comprise the
consolidated statement of financial position as at 31 December 2020, the consolidated
statements of profit or loss and other comprehensive income, changes in equity and
cash flows for the year then ended, and notes, comprising significant accounting policies
and other explanatory information.

In our opinion, the accompanying consolidated financial statements present fairly, in all
material respects, the consolidated financial position of the Group as at
31 December 2020, and its consolidated financial performance and its consolidated cash
flows for the year then ended in accordance with International Financial Reporting
Standards (IFRS).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs).
Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Consolidated Financial Statements section of our
report. We are independent of the Group in accordance with the International Ethics
Standards Board for Accountants International Code of Ethics for Professional
Accountants (including International Independence Standards) (/ESBA Code) together
with the ethical requirements that are relevant to our audit of the consolidated financial
statements in the Republic of Kazakhstan, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and the IESBA Code. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

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

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

In preparing the consolidated financial statements, management is responsible for
assessing the Group’s ability to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Group or to cease operations, or has no
realistic alternative but to do so.
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Those charged with governance are responsible for overseeing the Group’s financial
reporting process.

Auditors’ Responsibilities for the Audit of the Consolidated Financial
Statements

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

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

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

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

— Evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by management.

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

— Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial
statements represent the underlying transactions and events in a manner that
achieves fair presentation.

— Obtain sufficient appropriate audit evidence regarding the financial information of
the entities or business activities within the Group to express an opinion on the
consolidated financial statements. We are responsible for the direction, supervision
and performance of the group audit. We remain solely responsible for our audit
opinion.
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We communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

Yy

’ /

) /
RS
Alexei Kolosov
Audit Partner

KPMG Audit LLC
State Licence to conduct a

Sergey DemefityeVi§
General Biréctor of R§

25 April 2021



Note
Gross premiums written 5
Written premiums ceded to reinsurers 5
Net premiums written
Change in the gross provision for unearned premiums 5
Reinsurers’ share of change in the gross provision for
unearned premiums 5
Net premiums earned
Claims paid 6
Reinsurers’ share of claims paid 6
Change in gross insurance contract provisions 6
Change in reinsurers’ share in insurance contract
provisions 6
Claims incurred, including change in provision for
non-incurred claims
Net finance income 7
Net loss on sale of held to maturity investments
Net foreign exchange gain/(loss)
Net fee and commission expense 8
Charge for impairment losses 9
General administrative expenses 10
Other operating income, net
Profit before income tax
Income tax expense 11

Profit for the year

Other comprehensive income, net of income tax

Items that are or may be reclassified subsequently to
profit or loss:

Revaluation reserve for available-for-sale financial
assets:

- Net change in fair value

Other comprehensive income for the year, net of
income tax

Total comprehensive income for the year

Eurasia Insurance Company JSC
Consolidated Statement of Profit or Loss and Other Comprehensive Income for the year ended 31 December 2020

2020 2019
°000 KZT ’000 KZT
117,025,632 92,358,454
(4,367,798) (4,512,626)
112,657,834 87,845,828
(5,528,116) (12,135,997)
(260,855) (776,337)
106,868,863 74,933,494
(28,935,147) (41,741,069)
469,705 8,487,387
(25,086,251) 24,781,801
(1,652,648) (22,381,641)
(55,204,341) (30,853,522)
17,789,872 16,197,788
(138,863) -
13,181,640 (631,906)
(16,079,982) (11,104,554)
(55,696) (69,391)
(19,919,252) (14,573,158)
286,751 499,371
46,728,992 34,398,122
(6,652,942) (4,672,551)
40,076,050 29,725,571
12,874,261 118,219
12,874,261 118,219
52,950,311 29,843,790

The consolidated financial statements as set out on pages 6 to 68 were approved by the Management

rd on 23 April 2021:

AARaCH! AnEEs
<aH 10pg,

N.S. Rakhmanov%

Chief Accountant
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The consolidated statement of profit or loss and other comprehensive income is to be read in conjunction with

the notes to, and forming part of, the consolidated financial statements.



ASSETS

Cash and cash equivalents

Placements with banks

Available-for-sale financial assets
Held-to-maturity investments

- held by the Group

- pledged under sale and repurchase agreements
Investment property

Property, plant and equipment and intangible assets
Deferred acquisition costs

Insurance and reinsurance receivables

Current tax asset

Reinsurers’ share in insurance contract provisions
Other assets

Total assets

LIABILITIES

Insurance contract provisions

Insurance and reinsurance payables

Amounts payable under repurchase agreements
Deferred tax liabilities

Current tax liability

Other liabilities

Total liabilities

EQUITY

Share capital
Statutory reserve
Other reserves

Revaluation reserve for available-for-sale financial
assets

Retained earnings
Total equity
Total liabilities and equity

Note

12
13
14

15
15
16
17
8

18

19
20

19
21
22
11

23

24(a)
24(d)
24(e)

Eurasia Insurance Company JSC
Consolidated Statement of Financial Position as at 31 December 2020

2020 2019
’000 KZT ’000 KZT
6,953,222 3,659,804
11,261,379 8,487,645
38,989,612 714,213
229,820,597 207,993,560
5,812,959 3,513,752
4,615,592 4,730,670
4,727,833 4,681,171
10,774,338 9,657,689
13,983,857 9,876,618
125,871 3,969
927,146 2,840,649
989,012 598,945
328,981,418 256,758,685
124,023,200 93,408,833
2,628,214 2,657,336
5,531,344 3,314,459
966,109 305,767
11,696 40,946
1,148,739 796,171
134,309,302 100,523,512
135,465,517 121,316,085
5,816,650 5,463,439
256,424 74,765
12,604,250 (270,011)
40,529,275 29,650,895
194,672,116 156,235,173
328,981,418 256,758,685
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The consolidated statement of financial position is to be read in conjunction with the notes to, and forming part

of, the consolidated financial statements.



CASH FLOWS FROM OPERATING ACTIVITIES
Profit for the year

Adjustments for:

Depreciation and amortisation

Charge for impairment losses

Interest and other finance income

Net realised gain on sale of available-for-sale financial assets
Net loss on sale of held to maturity investments

Unrealised foreign exchange (gain)/loss

Loss/(gain) on disposal of property, plant and equipment and
intangible assets

Employee compensation

Income tax expense

Operating profit before changes in working capital
(Increase)/decrease in operating assets
Reinsurers’ share in insurance contract provisions
Insurance and reinsurance receivables

Deferred acquisition costs

Other assets

Increase/(decrease) in operating liabilities
Insurance contract provisions

Insurance and reinsurance payables

Other liabilities

Net cash from operating activities before interest income and

other finance income received and income tax paid
Interest income and other finance income received
Income tax paid

Cash flows from operating activities

Eurasia Insurance Company JSC
Consolidated Statement of Cash Flows for the year ended 31 December 2020

2020 2019
’000 KZT ’000 KZT
40,076,050 29,725,571
544,135 436,461
55,696 69,391
(17,789,872) (16,196,542)
- (1,246)
138,863
(13,444,948) 639,670
5,436 (4,251)
(32,339) 79,104
6,652,942 4,672,551
16,205,963 19,420,709
1,913,503 23,157,978
(2,977,766) (2,526,051)
(1,116,649) (5,662,889)
(305,535) 564,783
30,614,367 (12,645,804)
(342,400) (641,072)
376,208 (38,298)
44,367,691 21,629,356
19,487,757 14,970,487
(6,612,616) (3,312,825)
57,242,832 33,287,018
8

The consolidated statement of cash flows is to be read in conjunction with the notes to, and forming part of,

the consolidated financial statements.



CASH FLOWS FROM INVESTING ACTIVITIES
Transfers to placements with banks

Proceeds from placements with banks

Acquisition of available-for-sale financial assets
Acquisition of held-to-maturity investments
Redemption of held-to-maturity investments

Sale of held-to-maturity investments

Acquisition of investment property

Acquisition of property, plant and equipment and intangible
assets

Proceeds from the sale of property, plant and equipment and
intangible assets

Cash flows used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Cash receipts under repurchase agreements

Cash payments under repurchase agreements

Proceeds from issue of share capital

Dividends paid

Cash flows used in financing activities

Net increase in cash and cash equivalents

Effect of movements in exchange rates on cash and cash
equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents as at the end of the year (Note 12)

Eurasia Insurance Company JSC
Consolidated Statement of Cash Flows for the year ended 31 December 2020

2020
’000 KZT

2019
’000 KZT

(147,114,517)

(138,305,120)

144,625,008 145,281,408
(24,379,895) -
(48,618,858) (32,130,095)

31,187,091 9,619,568
2,604,558 -
- (1,904,476)
(646,825) (611,860)
35,670 11,589
(42,307,768) (18,038,986)
111,862,620 11,993,711
(110,132,989) (8,719,724)
14,149,432 22,241,800
(28,662,800) (37,121,800)
(12,783,737) (11,606,013)
2,151,327 3,642,019
1,142,091 (29,058)
3,659,804 46,843
6,953,222 3,659,804
9

The consolidated statement of cash flows is to be read in conjunction with the notes to, and forming part of;

the consolidated financial statements.
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(a)

(b)

Eurasia Insurance Company JSC
Notes to the Consolidated Financial Statements for the year ended 31 December 2020

Reporting entity
Organisation and operations

These consolidated financial statements comprise the financial statements of Eurasia Insurance
Company JSC (the “Company”) and its subsidiary Eurasia Life Insurance Company JSC (the
“Group”).

Eurasia Insurance Company JSC was established in the Republic of Kazakhstan in May 1995 as a
stock insurance company “Eurasia”. The Company was re-registered on 21 January 1999 as an open
joint-stock company “Eurasia Insurance Company”. The Company was re-registered on 21 May
2005 as a joint-stock company under the laws of the Republic of Kazakhstan as defined in the Civil
Code of the Republic of Kazakhstan. The last re-registration took place on 26 June 2009, when
Eurasian Financial Company JSC became its parent company.

The Company holds license No. 2.1.6 dated 26 February 2019 for insurance and reinsurance activity
issued by the National Bank of the Republic of Kazakhstan.

On 19 November 2018 the Company established a subsidiary organisation named Eurasia Life
Insurance Company JSC. On 4 March 2019 Eurasia Life Insurance Company JSC obtained a licence
for insurance (reinsurance) activity in the “life insurance” line. As at 31 December 2020 and
31 December 2019 the Company owns a 100% share in the subsidiary.

The Group’s principal activity is providing insurance and reinsurance in such lines as vehicle owners’
liability, property, cargo, motor, air, railway and water transport, life insurance, annuity insurance,
casualty and other types of insurance.

The Group’s registered office is 59 Zheltoksan Street, Almaty, AO5SD7GS5, Republic of Kazakhstan.
The Group’s head office is located in Almaty, and the Group has 36 branches as at 31 December
2020 (31 December 2019: 34 branches) in the Republic of Kazakhstan.

As at 31 December 2020 and 31 December 2019 the Company’s shareholders were as follows:
31 December 2020, 31 December 2019,

% %
Shareholders:
Eurasian Financial Company JSC 95 95
Boris Grigorievich Umanov 5 5
Total 100 100

Kazakhstan business environment

The Group’s operations are primarily located in Kazakhstan. Consequently, the Group is exposed to
the economic and financial markets of Kazakhstan which display characteristics of an emerging
market. The legal, tax and regulatory frameworks continue development, but are subject to varying
interpretations and frequent changes which together with other legal and fiscal impediments
contribute to the challenges faced by entities operating in Kazakhstan. Depreciation of the
Kazakhstan Tenge, volatility in the global price of oil and the COVID-19 pandemic have also
increased the level of uncertainty in the business environment.

The first months of 2020 have seen significant global market turmoil triggered by the outbreak of the
coronavirus.

The World Health Organization declared on 11 March 2020 the coronavirus (COVID-19) outbreak
a pandemic. Responding to the potentially serious threat the COVID-19 presents to public health, for
the purpose of protection of life and health of the citizens, a decision was made, pursuant to the
legislation of the Republic of Kazakhstan, to introduce the state of emergency throughout the
Republic of Kazakhstan for the period from 16 March 2020 to 12 May 2020. During the state of
emergency period, regional authorities gradually introduced additional measures to enhance social
distancing, including closing schools, universities, restaurants, cinemas, theatres and museums and
sport facilities.

12
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Eurasia Insurance Company JSC
Notes to the Consolidated Financial Statements for the year ended 31 December 2020

Due to business disruption and lockdown in many countries, global oil demand has drastically
decreased leading to oversupply and sharp fall in oil prices. On 12 April 2020, major global oil
producers including Kazakhstan agreed to a record cut in crude oil production for stabilizing the oil
market, which, however, has not been able to reverse the downward pressure on the oil market. Sharp
decrease in oil prices and production volumes results in corresponding decrease of oil producers’
income and payments to the republican budget, which is likely to have major economic and social
consequences and unavoidably affect public sector spending.

To continue as a going concern, the Group keeps carrying out its operations using a remote access
and takes measures to protect health of the employees working on site, including provision of the
individual protective devices, observance of distancing regime, and disinfection of the Group’s
premises.

Management cannot preclude the possibility that extended lockdown periods, an escalation in
severity of such measures, or a consequential adverse impact of such measures on the economic
environment will have an adverse effect on the Group in the medium and longer term. The Group
continues to monitor the situations closely and will respond to mitigate the impact of such events and
circumstances as they occur.

The consolidated financial statements reflect the management’s assessment of the impact of the
Republic of Kazakhstan business environment on the operations and the financial position of the
Group. The future business environment may differ from management’s assessment.

Basis of accounting
Statement of compliance

The accompanying consolidated financial statements are prepared in accordance with International
Financial Reporting Standards (IFRS).

The Group has applied the temporary exemption from IFRS 9 Financial Instruments as permitted by
IFRS 4 Insurance Contracts and has not previously adopted any version of IFRS 9, including the
requirements for the presentation of gains and losses on financial liabilities designated as at FVTPL,
for annual periods beginning before 1 January 2018. Consequently, the Group plans to have a first-
time adoption of IFRS 9 in its entirety on a single date of 1 January 2023.

Basis of measurement

The consolidated financial statements are prepared on the historical cost basis except for the
available-for-sale financial assets that are stated at fair value.

Functional and presentation currency

The functional currency of the Group is the Kazakhstan Tenge as, being the national currency of the
Republic of Kazakhstan, it reflects the economic substance of the majority of underlying events and
circumstances relevant to them. The KZT is also the presentation currency for the purposes of these
consolidated financial statements. All data in these consolidated financial statements are rounded to
the nearest thousand tenge.

Use of estimates and judgments

The preparation of consolidated financial statements in conformity with IFRSs requires management
to make judgments, estimates and assumptions that affect the application of accounting policies and
the reported amounts of assets, liabilities, income and expenses. Actual results could differ from
those estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimates are revised and in any future periods
affected.

13



Eurasia Insurance Company JSC
Notes to the Consolidated Financial Statements for the year ended 31 December 2020

Judgements

Information about critical judgments in applying accounting policies that have the most significant
effect on the amounts recognised in the consolidated financial statements is included in the following
notes:

e C(lassification of financial assets held to maturity — Note 3 (i)(i)

e Assessment of whether the Group’s activities are predominantly related to insurance —
description of the assessment is presented below in this Note.

Assessment of whether the Group’s activities are predominantly connected with insurance

The temporary exemption from IFRS 9 applies for those entities whose activities are predominantly
connected with insurance. Eligibility is assessed at the reporting entity level and is therefore applied
at the reporting entity level — i.e. it applies to all financial assets and financial liabilities held by the
reporting entity.

The Group applied temporary exemption from IFRS 9 as:
- the Group has not previously applied any version of IFRS 9; and

- the Group’s activities as a whole are predominantly connected with insurance at its annual
reporting date that immediately precedes 1 April 2016, i.e. as at and 31 December 2015.

Under IFRS 4, an insurer's activities are predominantly connected with insurance if, and only if:

(a) the carrying amount of its liabilities arising from contracts within the scope of IFRS 4, which
includes any deposit components or embedded derivatives unbundled from insurance
contracts, is significant compared to the total carrying amount of all its liabilities; and

(b) the percentage of the total carrying amount of its liabilities connected with insurance relative
to the total carrying amount of all its liabilities is greater than 90 per cent.

Under IFRS 4, liabilities connected with insurance comprise:
(a)  liabilities arising from contracts within the scope of IFRS 4;

(b) liabilities that arise because the insurer issues, or fulfils obligations arising from, the contracts
in (a). Examples of such liabilities include derivatives used to mitigate risks arising from those
contracts and from the assets backing those contracts, relevant tax liabilities such as the
deferred tax liabilities for taxable temporary differences on liabilities arising from those
contracts, and debt instruments issued that are included in the insurer's regulatory capital,
liabilities for salaries and other employment benefits for the employees of the insurance
activities.

As at 31 December 2015 the carrying amount of the Group’s liabilities arising from contracts within
the scope of IFRS 4 is KZT 76,712,824 thousand, that comprises 97.7% of carrying amount of
Group’s total liabilities. The Group considers that this amount is significant compared to the total
carrying amount of all its liabilities as insurance operations is the primary business of the Group.

The Group is not engaged in any significant activities unconnected with the insurance from which it
may earn income and incur expenses. The Group is subject to all regulatory requirements related to
insurers and considers insurance risk as its main business risk. In addition, the Group did not identify
any quantitative or qualitative factors (or both), including publicly available information, that could
indicate that regulatory bodies or other users of the Group’s consolidated financial statements apply
other industry classification to the Group.

Based on the assessment performed the Group concludes that as at 31 December 2015 the Group’s
activities are predominantly connected with insurance. Since 31 December 2015 there were no
significant changes in the Group’s operations, thus the Group did not perform reassessment of
whether the Group’s activities are predominantly connected with insurance on any subsequent annual
reporting date.

14
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Eurasia Insurance Company JSC
Notes to the Consolidated Financial Statements for the year ended 31 December 2020

Assumptions and estimations uncertainty

Information about assumptions and estimation uncertainties that have a significant risk of resulting
in a material adjustment of assets and liabilities in the consolidated financial statements is included
in the following notes:

° insurance contract provisions - Note 19;

° fair value of financial instruments - Note 27.

Significant accounting policies

The Group has consistently applied the following accounting policies to all periods presented in these
consolidated financial statements.

Basis of consolidation

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed to,
or has rights to, variable returns from its involvement with the entity and has the ability to affect
those returns through its power over the entity. The consolidated financial statements of subsidiaries
are included in the consolidated financial statements from the date that control commences until the
date that control ceases. The accounting policies of subsidiaries have been changed when necessary
to align them with the policies adopted by the Group.

Intra-group balances and transactions, and any unrealised income and expenses arising from intra-
group transactions, are eliminated.

Foreign currency

Transactions in foreign currencies are translated to the respective functional currency of the Group
at exchange rates at the dates of the transactions. Monetary assets and liabilities denominated in
foreign currencies at the reporting date are retranslated to the functional currency at the exchange
rate at that date. The foreign currency gain or loss on monetary items is the difference between
amortised cost in the functional currency at the beginning of the period, adjusted for effective interest
and payments during the period, and the amortised cost in foreign currency translated at the exchange
rate at the end of the reporting period. Non-monetary assets and liabilities denominated in foreign
currencies that are measured at fair value are retranslated to the functional currency at the exchange
rate at the date that the fair value is determined. Non-monetary items that are measured in terms of
historical cost in a foreign currency are translated using the exchange rate at the date of the
transaction. Foreign currency differences arising on translation to foreign currencies are recognised
in profit or loss, except for differences arising on translation of available-for-sale equity instruments,
with exception of foreign currency differences arising from impairment of such instruments, in which
case foreign currency differences classified as other comprehensive income will be reclassified to
profit and loss.

The exchange rates used by the Group in the preparation of the consolidated financial statements at
31 December are as follows:

Currency 2020 2019

USD 1 420.91 382.59
EUR 1 516.79 429.00
GBP 1 574.88 503.41
RUB 1 5.62 6.16

Insurance contracts
Classification of contracts

Contracts under which the Group accepts significant insurance risk from another party (the
“policyholder”) by agreeing to compensate the policyholder or other beneficiary if a specified
uncertain future event (the “insured event”) adversely affects the policyholder or other beneficiary
are classified as insurance contracts. Insurance risk is the risk other than financial risk.
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Financial risk is the risk of a possible future change in one or more of a specified interest rate, security
price, commodity price, foreign exchange rate, index of prices or rates, a credit rating or credit index
or other variable, provided in the case of a non-financial variable that the variable is not specific to a
party to the insurance contract. Insurance contracts may also transfer some financial risk.

Insurance risk is significant if, and only if, an insured event could cause the Group to pay significant
additional premiums. Once a contract is classified as an insurance contract, it remains classified as
an insurance contract until all rights and obligations are extinguished or expire.

Contracts under which the transfer of insurance risk to the Group from the policyholder is not
significant are classified as financial instruments.

Recognition and measurement of insurance contracts
Premiums

Gross insurance premiums written comprise the premiums on contracts entered into during the year,
irrespective of whether they relate in whole or in part to a later accounting period. Premiums are
disclosed in gross amounts, including commission payable to intermediaries and excluding taxes and
levies based on premiums. The earned portion of premiums received is recognised as revenue.
Premiums are recognised as earned from the commencement day of the insurance coverage and
proportionally during the insurance period on the basis of a decrease in the insured risk. Premiums
ceded to reinsurance are recognised as an expense in accordance with the reduction of risks of
reinsurance service received. The portion of premiums ceded to reinsurance that is not recognised, is
treated as a prepayment.

Provision for unearned premiums for non- life insurance and provision for non-incurred claims for
life insurance

The provision for unearned premiums for non-life insurance and provision for non-incurred claims
for short-term non-endowment life insurance, comprises the proportion of gross premiums written
which is estimated to be earned in the following or subsequent financial years, computed separately
for each insurance contract using the daily pro-rata method, adjusted if necessary to reflect any
changes in risk during the period covered by the contract.

Claims

Claims comprise claims and claim handling expenses paid during the financial year together with the
movement in the provision for outstanding claims. Claims outstanding comprise provisions for the
Group’s estimate of the ultimate cost of settling all claims incurred but unpaid at the reporting date
whether reported or not, and related internal and external claims handling expenses. Claims
outstanding are assessed by reviewing individual claims and making allowance for claims incurred
but not yet reported, the effect of both internal and external foreseeable events, such as changes in
claims handling procedures, legislative changes and past experience and trends. Provisions for claims
outstanding are not discounted.

Provision for non-incurred claims under annuity contracts is determined as a sum of a discounted
value of expected future liabilities, expenses on annuity payments and annuity contracts
administration costs less a discounted value of expected insurance premiums, which will be required
for settlement of future cash outflows based on the assumptions used.

Whilst management considers that the gross provisions for claims and the related reinsurance
recoveries are fairly stated on the basis of the information currently available to them, the ultimate
liability will vary as a result of subsequent information and developments and may result in
significant adjustments to the amounts provided. Adjustments to the amounts of claims provisions
established in prior years are reflected in the consolidated financial statements for the period in which
the adjustments are made, and disclosed separately if material. The methods used, and the estimates
made, are reviewed regularly.
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Outward reinsurance assets

The Group cedes portion of insurance and inward reinsurance risks to outward reinsurance in the
normal course of business for the purpose of limiting its potential net loss through the diversification
of its risks. Assets, liabilities, income and expense arising from outward reinsurance contracts are
presented separately from the related assets, liabilities, income and expense from the related
insurance contracts because the reinsurance arrangements do not relieve the Group from its direct
obligations to its policyholders.

Only rights under contracts that give rise to significant transfer of insurance risk are accounted for as
reinsurance assets. Rights under contracts that do not transfer significant insurance risk are accounted
for as financial instruments.

Reinsurance premiums for ceded reinsurance are recognised as an expense on a basis that is
consistent with the recognition basis for the premiums on the related insurance contracts. For general
insurance business, reinsurance premiums are expensed over the period that the reinsurance cover is
provided based on the expected pattern of the reinsured risks. The unexpensed portion of ceded
reinsurance premiums is included in reinsurance assets.

The amounts recognised as reinsurance assets are measured on a basis that is consistent with the
measurement of the provisions held in respect of the related insurance contracts.

Reinsurance assets include recoveries due from reinsurance companies in respect of claims paid.
These are classified as reinsurers’ share in insurance contract provisions in the consolidated statement
of financial position.

The net amounts paid to a reinsurer at the expiry of a contract may be less than the reinsurance assets
recognised by the Group in respect of its rights under such contracts.

Reinsurance assets are assessed for impairment at each reporting date. An asset is deemed impaired
if there is objective evidence, as a result of an event that occurred after its initial recognition, that the
Group may not recover all amounts due, and that the event has a reliably measurable impact on the
amounts that the Group will receive from the reinsurer.

Insurance acquisition costs

Insurance acquisition costs include direct costs such as commissions paid to insurance agents and
brokers and indirect costs such as administrative expenses connected with the processing of proposals
and the issuing of policies.

Insurance acquisition costs are deferred and recognised in profit or loss in the following or
subsequent financial years, computed separately for each insurance contract using the daily pro-rata
method during the period covered by the contract.

Liability adequacy test

At each reporting date, liability adequacy tests are performed to determine if the insurance contract
provisions are adequate. Current best estimates of all future contractual cash flows and related
expenses, such as claims handling expenses, and investment income from assets backing the
insurance contract provisions are used in performing these tests.

If a shortfall is identified an additional provision is established. The deficiency is recognised in profit
or loss for the year.

Insurance receivables and payables

Amounts due to and from policyholders, agents and reinsurers are financial instruments and are
included in insurance receivables and payables, and not in insurance contract provisions or
reinsurance assets.
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Cash and cash equivalents

Cash and cash equivalents include notes and coins on hand, unrestricted balances held with banks,
and highly liquid financial assets with original maturities of less than three months, which are not
subject to significant risk of changes in their fair value, and are used by the Group in the management
of short-term commitments. The mandatory reserve deposit with the NBRK is not considered to be
cash and cash equivalent, due to restrictions on its withdrawability. Cash and cash equivalents are
carried at amortised cost in the consolidated statement of financial position.

Placements with banks

The Group maintains placements with banks for various periods of time exceeding three months.
Due from banks with a fixed maturity term are subsequently measured at amortised cost using the
effective interest method. Placements with banks are carried at amortised cost net of any allowance
for impairment losses, if any.

Property, plant and equipment
Owned assets

Items of property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses.

Where an item of property, plant and equipment comprises major components having different useful
lives, they are accounted for as separate items of property, plant and equipment.

Depreciation

Depreciation is charged to profit or loss on a straight-line basis over the estimated useful lives of the
individual assets. Depreciation commences on the date of acquisition or, in respect of internally
constructed assets, from the time an asset is completed and ready for use. Land is not depreciated.
The estimated useful lives are as follows:

- Buildings 50-70 years;
- Computers and equipment 2-10 years;
- Vehicles 4-6 years;
- Other 2-15 years.

Intangible assets
Acquired intangible assets are stated at cost less accumulated amortisation and impairment losses.

Acquired computer software licenses are capitalised on the basis of the costs incurred to acquire and
bring to use the specific software.

Amortisation is charged to profit or loss on a straight-line basis over the estimated useful lives of
intangible assets. The estimated useful lives range from 1 to 5 years.

Investment property

Investment property is property held either to earn rental income or for capital appreciation or for
both, but not for sale in normal course of business, or for the use in production or supply of goods or
services or for administrative purposes. Investment property is measured at cost less accumulated
depreciation and impairment losses.

When the use of a property changes such that it is reclassified as property and equipment, its fair
value at the date of reclassification becomes its cost for subsequent accounting.

Financial instruments
Classification
Financial instruments at fair value through profit or loss are financial assets or liabilities that are:

- acquired or incurred principally for the purpose of selling or repurchasing in the near term;
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- part of a portfolio of identified financial instruments that are managed together and for which
there is evidence of a recent actual pattern of short-term profit-taking;

- derivative financial instruments (except for a derivative that is a financial guarantee contract or
a designated and effective hedging instruments); or

- upon initial recognition, designated as at fair value through profit or loss.

The Group may designate financial assets and liabilities at fair value through profit or loss where
either:

- the assets or liabilities are managed, evaluated and reported internally on a fair value basis;

- the designation eliminates or significantly reduces an accounting mismatch which would
otherwise arise; or

- the asset or liability contains an embedded derivative that significantly modifies the cash flows
that would otherwise be required under the contract.

Management determines the appropriate classification of financial instruments in this category at the
time of the initial recognition. Derivative financial instruments and financial instruments designated
as at fair value through profit or loss upon initial recognition are not reclassified out of at fair value
through profit or loss category. Financial assets that would have met the definition of loans and
receivables may be reclassified out of the fair value through profit or loss or available-for-sale
category if the Group has an intention and ability to hold them for the foreseeable future or until
maturity. Other financial instruments may be reclassified out of at fair value through profit or loss
category only in rare circumstances. Rare circumstances arise from a single event that is unusual and
highly unlikely to recur in the near term.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market, other than those that the Group:

- intends to sell immediately or in the near term;
- upon initial recognition designates as at fair value through profit or loss;
- upon initial recognition designates as available- for-sale; or

- may not recover substantially all of its initial investment, other than because of credit
deterioration.

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments
and fixed maturity that the Group has the positive intention and ability to hold to maturity, other than
those that:

- the Group upon initial recognition designates as at fair value through profit or loss;
- the Group designates as available-for-sale; or
- meet the definition of loans and receivables.

Available-for-sale financial assets are those non-derivative financial assets that are designated as
available-for-sale or are not classified as loans and receivables, held-to-maturity investments or
financial instruments at fair value through profit or loss.

Recognition

Financial assets and liabilities are recognised in the consolidated statement of financial position when
the Group becomes a party to the contractual provisions of the instrument. All regular way purchases
of financial assets are accounted for at the settlement date.

Measurement

A financial asset or liability is initially measured at its fair value plus, in the case of a financial asset
or 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 liability.

19



(iv)

")

i)

Eurasia Insurance Company JSC
Notes to the Consolidated Financial Statements for the year ended 31 December 2020

Subsequent to initial recognition, financial assets, including derivatives that are assets, are measured
at their fair values, without any deduction for transaction costs that may be incurred on their sale or
other disposal, except for:

- loans and receivables which are measured at amortised cost using the effective interest method,;

- held-to-maturity investments which are measured at amortised cost using the effective interest
method;

- investments in equity instruments that do not have a quoted market price in an active market
and whose fair value cannot be reliably measured which are measured at cost.

All financial liabilities, other than those designated at fair value through profit or loss and financial
liabilities that arise when a transfer of a financial asset carried at fair value does not qualify for
derecognition, are measured at amortised cost.

Amortised cost

The amortised cost of a financial asset or liability is the amount at which the financial asset or liability
is measured at initial recognition, minus principal repayments, plus or minus the cumulative
amortisation using the effective interest method of any difference between the initial amount
recognised and the maturity amount, minus any reduction for impairment. Premiums and discounts,
including transaction costs, are included in the carrying amount of the related instrument and
amortised based on the effective interest rate of the instrument.

Fair value measurement principles

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 in the principal, or in its absence,
the most advantageous market to which the Group has access at that date.

The fair value of a liability reflects its non-performance risk. When available, the Group measures
the fair value of an instrument using quoted prices in an active market for that instrument. A market
is regarded as active if transactions for the asset or liability take place with sufficient frequency and
volume to provide pricing information on an ongoing basis.

When there is no quoted price in an active market, the Group uses valuation techniques that maximise
the use of relevant observable inputs and minimise the use of unobservable inputs. The chosen
valuation technique incorporates all the factors that market participants would take into account in
these circumstances.

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 Group determines
that the fair value at initial recognition differs from the transaction price and the fair value is
evidenced neither by a quoted price in an active market for an identical asset or liability nor based
on a valuation technique that uses only data from observable markets, the financial instrument is
initially measured at fair value, adjusted to defer the difference between the fair value at initial
recognition and the transaction price. Subsequently, that difference is recognised in profit or loss on
an appropriate basis over the life of the instrument, but no later than when the valuation is supported
wholly by observable market data or the transaction is closed out.

If an asset or a liability measured at fair value has a bid price and an ask price, the Fund measures
assets and long positions at the bid price and liabilities and short positions at the ask price.

The Group recognises transfers between the levels of the fair value hierarchy as of the end of the end
of the reporting period during which the change has occurred.

Gains and losses on subsequent measurement

A gain or loss arising from a change in the fair value of a financial asset or liability is recognised as
follows:

- a gain or loss on a financial instrument classified as at fair value through profit or loss is
recognised in profit or loss;
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- a gain or loss on an available-for-sale financial asset is recognised as other comprehensive
income in equity (except for impairment losses and foreign exchange gains and losses on debt
financial instruments available-for-sale) until the asset is derecognised, at which time the
cumulative gain or loss previously recognised in equity is recognised in profit or loss. Interest
in relation to an available-for-sale financial asset is recognised in profit or loss using the
effective interest method.

For financial assets and liabilities carried at amortised cost, a gain or loss is recognised in profit or
loss when the financial asset or financial liability is derecognised or impaired, and through the
amortisation process.

Derecognition

The Group derecognises a financial asset when the contractual rights to the cash flows from the
financial asset expire, or when it transfers the financial asset in a transaction in which substantially
all the risks and rewards of ownership of the financial asset are transferred or in which the Group
neither transfers nor retains substantially all the risks and rewards of ownership and it does not retain
control of the financial asset.

Any interest in transferred financial assets that qualify for derecognition that is created or retained
by the Group is recognised as a separate asset or liability in the consolidated statement of financial
position. The Group derecognises a financial liability when its contractual obligations are discharged,
or cancelled or expire.

The Group enters into transactions whereby it transfers assets recognised on its consolidated
statement of financial position, but retains either all risks and rewards of the transferred assets or a
portion of them. If all or substantially all risks and rewards are retained, then the transferred assets
are not derecognised.

In transactions where the Group neither retains nor transfers substantially all the risks and rewards
of ownership of a financial asset, it derecognises the asset if control over the asset is lost.

In transfers where control over the asset is retained, the Group continues to recognise the asset to the
extent of its continuing involvement, determined by the extent to which it is exposed to changes in
the value of the transferred assets.

The Group writes off assets deemed to be uncollectible.

Offsetting

Financial assets and liabilities are offset and the net amount reported in the consolidated statement
of financial position when there is a legally enforceable right to set off the recognised amounts and
there is an intention to settle on a net basis, or realise the asset and settle the liability simultaneously.

Impairment

The Group assesses at the end of each reporting period whether there is any objective evidence that
a financial asset or group of financial assets is impaired. If any such evidence exists, the Group
determines the amount of any impairment loss.

A financial asset or a group of financial assets is impaired and impairment losses are incurred if, and
only if, there is objective evidence of impairment as a result of one or more events that occurred after
the initial recognition of the asset (a loss event) and that event (or events) has had an impact on the
estimated future cash flows of the financial asset or group of financial assets that can be reliably
estimated.

Objective evidence that financial assets are impaired can include default or delinquency by a
borrower, breach of loan covenants or conditions, restructuring of financial asset or group of financial
assets that the Group would not otherwise consider, indications that a borrower or issuer will enter
bankruptcy, the disappearance of an active market for a security, deterioration in the value of
collateral, or other observable data relating to a group of assets such as adverse changes in the
payment status of borrowers in the group, or economic conditions that correlate with defaults in the

group.
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In addition, for an investment in an equity security available-for-sale a significant or prolonged
decline in its fair value below its cost is objective evidence of impairment.

Financial assets carried at amortised cost

Financial assets carried at amortised cost consist principally of loans and other receivables (the "loans
and receivables"). The Group reviews its loans and receivables, to assess impairment on a regular
basis.

The Group first assesses whether objective evidence of impairment exists individually for loans and
receivables that are individually significant, and individually or collectively for loans and receivables
that are not individually significant. If the Group determines that no objective evidence of impairment
exists for an individually assessed loan or receivable, whether significant or not, it includes the loan
or receivable in a group of loans and receivables with similar credit risk characteristics and
collectively assesses them for impairment. Loans and receivables that are individually assessed for
impairment and for which an impairment loss is or continues to be recognised are not included in a
collective assessment of impairment.

If there is objective evidence that an impairment loss on a loan or receivable has been incurred, the
amount of the loss is measured as the difference between the carrying amount of the loan or
receivable and the present value of estimated future cash flows including amounts recoverable from
guarantees and collateral discounted at the loan or receivable’s original effective interest rate.
Contractual cash flows and historical loss experience adjusted on the basis of relevant observable
data that reflect current economic conditions provide the basis for estimating expected cash flows.

In some cases the observable data required to estimate the amount of an impairment loss on a loan
or receivable may be limited or no longer fully relevant to current circumstances. This may be the
case when a borrower is in financial difficulties and there is little available historical data relating to
similar borrowers. In such cases, the Group uses its experience and judgment to estimate the amount
of any impairment loss.

All impairment losses in respect of loans and receivables are recognised in profit or loss and are only
reversed if a subsequent increase in recoverable amount can be related objectively to an event
occurring after the impairment loss was recognised.

When an investment held-to-maturity or a receivable is uncollectable, it is written off against the
related allowance for impairment. The Group writes off an investment held-to-maturity or a
receivable balance (and any related allowances for losses) when management determines that the
investments held-to-maturity and receivables are uncollectible and when all necessary steps to collect
the assets are completed.

Financial assets carried at cost

Financial assets carried at cost include unquoted equity instruments included in available-for-sale
financial assets that are not carried at fair value because their fair value cannot be reliably measured.
If there is objective evidence that such investments are impaired, the impairment loss is calculated
as the difference between the carrying amount of the investment and the present value of the
estimated future cash flows discounted at the current market rate of return for a similar financial
asset. All impairment losses in respect of these investments are recognised in profit or loss and cannot
be reversed.

Available-for-sale financial assets

Impairment losses on available-for-sale financial assets are recognised by transferring the cumulative
loss that is recognised in other comprehensive income to profit or loss as a reclassification
adjustment. The cumulative loss that is reclassified from other comprehensive income to profit or
loss is the difference between the acquisition cost, net of any principal repayment and amortisation,
and the current fair value, less any impairment loss previously recognised in profit or loss. Changes
in impairment provisions attributable to time value are reflected as a component of interest income.
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If, in a subsequent period, the fair value of an impaired available-for-sale debt security increases and
the increase can be objectively related to an event occurring after the impairment loss was recognised
in profit or loss, the impairment loss is reversed, with the amount of the reversal recognised in profit
or loss. However, any subsequent recovery in the fair value of an impaired available-for-sale equity
security is recognised in other comprehensive income.

Non-financial assets

Non-financial assets, other than deferred taxes, are assessed at each reporting date for any indications
of impairment. The recoverable amount of non-financial assets is the greater of their fair value less
costs to sell and value in use. In assessing value in use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate that reflects current market assessments of the
time value of money and the risks specific to the asset. For an asset that does not generate cash
inflows largely independent of those from other assets, the recoverable amount is determined for the
cash-generating unit to which the asset belongs. An impairment loss is recognised when the carrying
amount of an asset or its cash-generating unit exceeds its recoverable amount.

All impairment losses in respect of non-financial assets are recognised in profit or loss and reversed
only if there has been a change in the estimates used to determine the recoverable amount. Any
impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the
carrying amount that would have been determined, net of depreciation or amortisation, if no
impairment loss had been recognised.

Repurchase and reverse repurchase agreements

Securities sold under sale and repurchase (repo) agreements are accounted for as secured financing
transactions, with the securities retained in the consolidated statement of financial position and the
counterparty liability included in amounts payable under repo transactions. The difference between
the sale and repurchase prices represents interest expense and is recognised in profit or loss over the
term of the repo agreement using the effective interest method.

Securities purchased under agreements to resell (reverse repo), short-term reverse repo agreements
with maturities of less than three months are recorded within cash and cash equivalents, long-term
agreements are included in amounts receivable under reverse repo transactions. The difference
between the purchase and resale prices represents interest income and is recognised in profit or loss
over the term of the repo agreement using the effective interest method.

Provisions

A provision is recognised in the consolidated statement of financial position when the Group has a
legal or constructive obligation as a result of a past event, and it is probable that an outflow of
economic benefits will be required to settle the obligation. If the effect is material, provisions are
determined by discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and, where appropriate, the risks specific to the liability.

Share capital
Ordinary shares

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary
shares and share options are recognised as a deduction from equity, net of any tax effects.

Repurchase of share capital

When share capital recognised as equity is repurchased, the amount of the consideration paid,
including directly attributable costs, is recognised as a decrease in equity.

Dividends

The ability of the Group to declare and pay dividends is subject to the rules and regulations of the
Kazakhstan legislation.

Dividends in relation to ordinary shares are reflected as an appropriation of retained earnings in the
period when they are declared.

23



(m)

()

(p)

@)

Eurasia Insurance Company JSC
Notes to the Consolidated Financial Statements for the year ended 31 December 2020

Taxation

Income tax comprises current and deferred tax. Income tax is recognised in profit or loss except to
the extent that it relates to items of other comprehensive income or transactions with shareholders
recognised directly in equity, in which case it is recognised within other comprehensive income or
directly within equity.

Current tax

Current tax expense is the expected tax payable on the taxable income for the year, using tax rates
enacted or substantially enacted at the reporting date, and any adjustment to tax payable in respect
of previous years. Current tax payable also includes any tax liability arising from dividends.

Deferred tax

Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the amounts used for taxation purposes.

Deferred tax assets are recognised for unused tax losses, unused tax credits and deductible temporary
differences to the extent that it is probable that future taxable profits will be available against which
they can be used. Future taxable profits are determined based on the reversal of relevant taxable
temporary differences. Deferred tax assets are reviewed at each reporting date and are reduced to the
extent that it is no longer probable that the related tax benefit will be realised; such reductions are
reversed when the probability of future taxable profits improves.

Unrecognised deferred tax assets are reassessed at each reporting date and recognised to the extent
that it has become probable that future taxable profits will be available against which they can be
used.

Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences
when they reverse, based on the laws that have been enacted or substantively enacted by the reporting
date. The measurement of deferred tax reflects the tax consequences that would follow the manner
in which the Group expects, at the end of the reporting period, to recover or settle the carrying amount
of its assets and liabilities.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax
assets and liabilities, and they relate to income taxes levied by the same tax authority on the same
taxable entity, or on different tax entities, but they intend to settle current tax liabilities and assets on
a net basis or their tax assets and liabilities will be realised simultaneously.

Income and expense recognition
Interest income and expense are recognised in profit or loss using the effective interest method.

Other fees, commissions and other income and expense items are recognised in profit or loss when
the corresponding service is provided.

Dividend income is recognised in profit or loss on the date that the dividend is declared.
Leases
At inception of a contract, the Group assesses whether a contract is, or contains, a lease.

A contract is, or contains, a lease if the contract conveys the right to control the use of an identified
asset for a period of time in exchange for consideration. To assess whether a contract conveys the
right to control the use of an identified asset, the Group uses the definition of a lease in IFRS 16.

As a lessee

At commencement or on modification of a contract that contains a lease component, the Group
allocates the consideration in the contract to each lease component on the basis of its relative stand-
alone prices. However, for the leases of property the Group has elected not to separate non-lease
components and account for the lease and non-lease components as a single lease component.

The Group recognises a right-of-use asset and a lease liability at the lease commencement date. The
right-of-use asset is initially measured at cost, which comprises the initial amount of the lease liability
adjusted for any lease payments made at or before the commencement date, plus any initial direct
costs incurred and an estimate of costs to dismantle and remove the underlying asset or to restore the
underlying asset or the site on which it is located, less any lease incentives received.
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The right-of-use asset is subsequently depreciated using the straight-line method from the
commencement date to the end of the lease term, unless the lease transfers ownership of the
underlying asset to the Group by the end of the lease term or the cost of the right-of-use asset reflects
that the Group will exercise a purchase option. In that case the right-of-use asset will be depreciated
over the useful life of the underlying asset, which is determined on the same basis as those of property
and equipment. In addition, the right-of-use asset is periodically reduced by impairment losses, if
any, and adjusted for certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at
the commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot
be readily determined, the Group’s incremental borrowing rate. Generally, the Group uses its
incremental borrowing rate as the discount rate.

The Group determines its incremental borrowing rate by obtaining interest rates from various
external financing sources and makes certain adjustments to reflect the terms of the lease and type of
the asset leased.

Lease payments included in the measurement of the lease liability comprise the following:
e fixed payments, including in-substance fixed payments;

e  variable lease payments that depend on an index or a rate, initially measured using the index or
rate as at the commencement date;

e amounts expected to be payable under a residual value guarantee; and

e the exercise price under a purchase option that the Group is reasonably certain to exercise, lease
payments in an optional renewal period if the Group is reasonably certain to exercise an
extension option, and penalties for early termination of a lease unless the Group is reasonably
certain not to terminate early.

The lease liability is measured at amortised cost using the effective interest method. It is remeasured
when there is a change in future lease payments arising from a change in an index or rate, if there is
a change in the Group’s estimate of the amount expected to be payable under a residual value
guarantee, if the Group changes its assessment of whether it will exercise a purchase, extension or
termination option or if there is a revised in-substance fixed lease payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying
amount of the right-of-use asset, or is recorded in profit or loss if the carrying amount of the right-
of-use asset has been reduced to zero.

The Group leases items of property. All lease contracts concluded by the Group are short-term leases
and lease term is less than 12 months. The Group used a practical expedient and did not recognise
right-of-use assets and liabilities for short term contracts with lease term less than 12 months. Such
leases do not contain extension options and the Group will not be subject to penalties for failure to
extend lease term for another 12 months. The Group recognises the lease payments associated with
these leases as an expense on a straight-line basis over the lease term.

As a lessor

At inception or on modification of a contract that contained a lease component, the Group allocated
the consideration in the contract to each lease component on the basis of their relative stand-alone
prices.

When the Group acted as a lessor, it determined at lease inception whether each lease was a finance
lease or an operating lease.

To classify each lease, the Group made an overall assessment of whether the lease transferred
substantially all of the risks and rewards incidental to ownership of the underlying asset. If this was
the case, then the lease was a finance lease; if not, then it was an operating lease. As part of this
assessment, the Group considered certain indicators such as whether the lease was for the major part
of the economic life of the asset.

The Group recognised lease payments received under operating leases as income on a straight-line
basis over the lease term.
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New standards and interpretations not yet adopted

A number of new standards and amendments to standards are effective for annual periods beginning
after 1 January 2021 and earlier application if permitted. However, the Group has not early adopted
them in preparing these consolidated financial statements.

IFRS 17 Insurance Contracts

Scope of IFRS 17 is similar to IFRS 4 Insurance Contracts. On initial recognition, the liability of a
group of insurance contracts is made up of the following components:

- The fulfilment cash flows, which represent the risk-adjusted present value of the entity’s rights
and obligations to the policyholders, comprising:

e  estimates of future cash flows;
e discounting; and
e arisk adjustment for non-financial risk.

The contractual service margin (CSM), which represents the unearned profit the Group will recognise
as it provides services over the coverage period.

Fulfilment cash flows representing a net outflow on initial recognition are recognised as an
immediate loss.

Subsequent to initial recognition liability of a group of insurance contracts comprises the liability for
remaining coverage (fulfilment cash flows and the CSM) and the liability for incurred claims
(fulfilment cash flows for claims and expenses already incurred but not yet paid).

The fulfilment cash flows are remeasured at each reporting date to reflect current estimates.
Generally, the changes in the fulfilment cash flows are treated in a number of ways:

- changes in the effect of the time value of money and financial risk are reflected in the
consolidated statement of financial position and consolidated statement of profit or loss.

When certain criteria are met, a simplified approach — the premium allocation approach (PAA) —
may be used.

The general measurement model is modified when applied to:

- reinsurance contracts held by the Group;

- direct participating contracts; and

- investment contracts with discretionary participation features (DPFs).

Insurance revenue is derived from the changes in the liability for remaining coverage for each
reporting period that relate to services for which the Group expects to receive consideration.

Investment components are excluded from insurance revenue and insurance service expenses.
Insurance service results are presented separately from insurance finance income or expense. The
Group can choose to disaggregate insurance finance income or expense between profit or loss and
other comprehensive income (OCI).

IFRS 17 is effective for annual reporting periods beginning on or after 1 January 2023.

Early adoption is permitted if IFRS 9 Financial Instruments and IFRS 15 Revenue from Contracts
with Customers are applied at the adoption date or earlier.

Full retrospective application is required — however, if it is impracticable, a modified retrospective
approach and a fair value approach are available.

The Group is in the process of development of IFRS 17 transition plan.
IFRS 9 Financial Instruments

IFRS 9 Financial instruments, published in July 2014, replaces the existing guidance in IAS 39
Financial Instruments: Recognition and Measurement, and includes requirements for classification
and measurement of financial instruments, impairment of financial assets and hedge accounting.
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Classification - Financial assets

IFRS 9 contains a new classification and measurement approach for financial assets that reflects the
business model in which assets are managed and their cash flow characteristics.

IFRS 9 contains three principal classification categories for financial assets: measured at amortised
cost, fair value through other comprehensive income (FVOCI) and fair value through profit or loss
(FVTPL). The standard eliminates the existing IAS 39 categories of held-to-maturity, loans and
receivables and available-for-sale.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not
designated as at FVTPL:

— it is held within a business model whose objective is to hold assets to collect contractual cash
flows; and

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

A financial asset is measured at FVOCI only if it meets both of the following conditions and is not
designated as at FVTPL:

— it is held within a business model whose objective is achieved by both collecting contractual
cash flows and selling financial assets; and

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

On initial recognition of an equity investment that is not held for trading, the Group may irrevocably
elect to present subsequent changes in fair value in other comprehensive income. This election is
made on an investment-by-investment basis.

All financial assets not classified as measured at amortised cost or FVOCI as described above are
measured at FVTPL. In addition, on initial recognition the Group may irrevocably designate a
financial asset that otherwise meets the requirements to be measured at amortised cost or at FVOCI
as at FVTPL if doing so eliminates or significantly reduces an accounting mismatch that would
otherwise arise.

A financial asset is classified into one of these categories on initial recognition. See (v) for the
transition requirements relating to classification of financial assets.

Business model assessment

The Group will make an assessment of the objective of a business model in which an asset is held at
a portfolio level because this best reflects the way the business is managed and information is
provided to management. The information that will be considered includes:

— the stated policies and objectives for the portfolio and the operation of those policies in practice,
including whether management’s strategy focuses on earning contractual interest revenue,
maintaining a particular interest rate profile, matching the duration of the financial assets to the
duration of the liabilities that are funding those assets or realising cash flows through the sale of
assets;

—  how the performance of the portfolio is evaluated and reported to the Group’s management;

— the risks that affect the performance of the business model (and the financial assets held within
that business model) and how those risks are managed,;

— how managers of the business are compensated — e.g. whether compensation is based on the fair
value of the assets managed or the contractual cash flows collected; and

— the frequency, volume and timing of sales in prior periods, the reasons for such sales and its
expectations about future sales activity. However, information about sales activity is not
considered in isolation, but as part of an overall assessment of how the Group’s stated objective
for managing the financial assets is achieved and how cash flows are realised.
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Financial assets that are held for trading and those that are managed and whose performance is
evaluated on a fair value basis will be measured at FVTPL because they are neither held to collect
contractual cash flows nor held both to collect contractual cash flows and to sell financial assets.

Assessment whether contractual cash flows are solely payments of principal and interest

For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset on
initial recognition. ‘Interest’ is defined as consideration for the time value of money and for the credit
risk associated with the principal amount outstanding during a particular period of time and for other
basic lending risks and costs (e.g. liquidity risk and administrative costs), as well as profit margin.

In assessing whether the contractual cash flows are solely payments of principal and interest, the
Group considers the contractual terms of the instrument. This includes assessing whether the
financial asset contains a contractual term that could change the timing or amount of contractual cash
flows such that it would not meet this condition. In making the assessment, the Group considers:

- contingent events that would change the amoun<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>