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STATEMENT OF MANAGEMENT’S RESPONSIBILITIES
FOR THE PREPARATION AND APPROVAL OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2012

Management is responsible for the preparation of the financial statements that present fairly the financial
position of Joint Stock Company KIMEP University (hereinafter “KIMEP” or “Company”) as
at December 31, 2012, and the financial results of its operations, cash flows and changes in equity for the
year then ended, in accordance with International Financial Reporting Standards (“IFRS”).

In preparing the financial statements, management is responsible for;

properly selecting and applying suitable accounting policies;

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

providing additional disclosures when compliance with the specific requirements in IFRSs are
insufficient to enable users to understand the impact of particular transactions, other events and
conditions on the Company’s financial position and financial performance; and

*  making an assessment of the Company’s ability to continue as a going concern.

Management is also responsible for:

®  designing, implementing and maintaining an effective and sound system of internal controls,
throughout the Company;

maintaining adequate accounting records that are sufficient to show and explain the Company’s
transactions and disclose, with reasonable accuracy at any time, the Company’s financial position,
and which enable them to ensure that the Company’s financial statements comply with IFRS;
maintaining statutory accounting records in compliance with statutory legislation and IFRS;

taking such steps as are reasonably available to them to safeguard the Company’s assets; and
preventing and detecting fraud and other irregularities.

The financial statements of the Company for the year ended December 31, 2012 were approved by
management on April 26, 2013.
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On behalf of the Company’s management:
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Dr. William Gerard Gissy

Vice President of Strategic Planning, Dev§ April 26, 2013
Dr. Elia Manirasoa Ramamonjisoa L CZ
Acting Vice President of Finance Quy ot - April 26,2013
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INDEPENDENT AUDITORS’ REPORT
To the Shareholders and Management of Joint Stock Company KIMEP University:

We have audited the accompanying financial statements of Joint Stock Company KIMEP University
(the — “Company” or “KIMEP”), which comprise the statement of financial position as at
December 31, 2012, and the statement of comprehensive loss, statement of changes in equity and cash
flows statement for the year then ended, and a summary of significant accounting policies and other

explanatory information.
Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards, and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free from material

misstatement, whether due to fraud or error.
Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with International Standards on Auditing. Those standards require that we comply
with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error, In making
those risk assessments, the auditors consider internal control relevant to the entity’s preparation and fair
presentation of the financial statements 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 entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall presentation

of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
qualified audit opinion.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee,
and its network of member firms, each of which is a legally separate and independent entity. Please see
www.deloitte.com/about for a detailed description of the legal structure of Deloitte Touche Tohmatsu Limited and its
member firms. Please see www.deloitte.com/ru/about for a detailed description of the legal structure of Deloitte CIS.

Member of Deloitte Touche Tohmatsu Limited




© Basis for qualified opinion

1. As discussed in Notes 4, 5 and 20 to the accompanying financial statements, a significant portion of
the share capital of KIMEP was contributed in the form of a property complex. Based on the
valuation performed by an independent appraiser, the shareholders (the State Property and
Privatization Committee of the Ministry of Finance of the Republic of Kazakhstan and Dr. Chan
Young Bang) determined the value of the property complex at 403,800 thousand tenge. The
valuation was performed in accordance with the legislation of the Republic of Kazakhstan on
privatization and valuation activity. As the valuation of the property complex was not performed in
accordance with International Financial Reporting Standards, we were unable to obtain sufficient
audit evidence regarding the fair value of this property complex. Thus, we were unable to confirm
the valuation of the share capital for the amount of 403,800 thousand tenge, the related property,
plant and equipment, and the related accumulated depreciation as at December 31, 2012 and 2011,
and the depreciation for the years ended December 31, 2012 and 2011,

2. Further, we were unable to obtain sufficient appropriate audit evidence about the carrying amount of
unused vacation reserve of 87,653 thousand tenge included in the statement of financial position as
at December 31, 2012 and about the related reversal of provision of 18,651 thousand tenge incurred
for the year then ended. Consequently, we were unable to determine whether any adjustments to

these amounts were necessary. :

Qualified opinion

In our opinion, except for the possible effects of the matters described in the Basis for Qualified Opinion,
the financial position of Joint Stock Company KIMEP University as at December 31, 2012, and its
financial performance and its cash flows for the year then ended in accordance with International Financial

Reporting Standards. .

Emphasis of Matter

Without qualifying our opinion, we draw attention to Note 3 in the financial statements which indicates
that the Company has recurring losses from operations and operating cash outflows. These conditions
along with other matters as set forth in note 3, indicate the existence of a material uncertainty that may cast

significant doubt about the Company’s ability to continue as a going concern.
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‘;JOINT STOCK COMPANY KIMEP UNIVERSITY

 STATEMENT OF COMPREHENSIVE LOSS
" FOR THE YEAR ENDED DECEMBER 31, 2012

 (in thousands of tenge)
| B Notes 2012 2011
| REVENUE 6 3,007,334 3,107,339
- COST OF SERVICES 7 (2,312,518) (2,538,827)
- GROSS PROFIT 694,816 568,512
~ General and administrative expenses 8 (852,916) (854,407)
- Selling expenses 9 (258,733) (296,727)
- Finance income 10 67,817 75,219
- Foreign exchange loss (1,433) (2,970)
Other income 11 23,530 128,870
~ LOSS BEFORE TAXATION (326,919) (381,503)
INCOME TAX 12 - -
. ‘. NET LOSS AND TOTAL COMPREHENSIVE LOSS FOR THE
; YEAR (326,919) (381,503)

- On behalf of the Company’s management:
i
m-. William Gerard Gissy

- Vice President of Strategic Planning, Deve April 26, 2013

~ Dr. Elia Manirasoa Ramamonjisoa

- Acting Vice President of Finance April 26, 2013
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* JOINT STOCK COMPANY KIMEP UNIVERSITY

STATEMENT OF FINANCIAL POSITION
5 AT DECEMBER 31, 2012

| in thousands of tenge)

. Notes 2012 2011
ASSETS
| NON-CURRENT ASSETS:
Property, plant and equipment 13 1,996,369 2,018,241
Intangible assets 1,657 4,159
Other non-current assets 66,694 50,261
Financial assets, non-current 14 19,539 23,221
] 2,084,259 2,095,882
CURRENT ASSETS:
Inventory 15 20,904 25,795
Trade accounts receivable 16 118,932 128,847
Financial assets, current 14 3,420 -
Current tax assets 3,882 13,490
Other accounts receivable and prepayments 17 13,713 61,753
Restricted cash 18 2,815 2,752
Other financial investments 19 901,258 1,325,988
Cash 18 306,570 103,573
1,431,494 1,662,198
TOTAL ASSETS 3,515,753 3,758,080
EQUITY AND LIABILITIES
EQUITY:
Share capital 20 537,146 537,146
Retained earnings 1,800,858 21273977
2,338,004 2,664,923
CURRENT LIABILITIES:
Advances received 21 931,055 823,656
Taxes payable 22 20,020 19,155
Trade and other accounts payable 23 62,651 48,451
Accrued liabilities 24 164,023 201,895
1,177,749 1,093,157
TOTAL EQUITY AND LIABILITIES 3,315,753 3,758,080
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On behalf of the Company’s management:

Dr. William Gerard Gissy

Vice President of Strategic Planning, Developmed April 26, 2013
Dr. Elia Manirasoa Ramamonjisoa o ;

Acting Vice President of Finance  OAfel=m et A v | 4 A ril 26, 2013

The notes on pages 8 to 28 form an integral part of these financial Statements.




Share capital Retained Total equity
earnings
537,146 2,509,280 3,046,426
- (381,503) (381,503)
537,146 2,127,777 2,664,923
ensive loss for the
- (326,919) (326,919)
537,146 1,800,858 2,338,004
April 26, 2012

April 26, 2012




JOINT STOCK COMPANY KIMEP UNIVERSITY

'ATEMENT OF CASH FLOWS
OR THE YEAR ENDED DECEMBER 31, 2012

(in thousands of tenge)

OPERATING ACTIVITIES:
Loss before taxation

* Adjustmens for

Depreciation and amortization expense

(Reversal)/accrual of allowance for doubtful debts
(Reversal)/accrual of provision for unused
vacations
Foreign exchange loss
income
Loss from disposal of property, plant and equipment
and intangible assets
Reversal of provision for obsolete inventory

Operating loss before working capital changes

Decrease in inventory

Decrease/(increase) in trade accounts receivable

Decrease/(increase) in current tax assets

Decrease/(increase) in other accounts receivable and
prepayments

Increase/(decrease) in advances received

Increase/(decrease) in taxes payable

Increase/(decrease) in trade and other accounts
payable

(Decrease)/increase in accrued liabilities

Net cash used in operating activities

- INVESTING ACTIVITIES:

~ Placement of financial investments
Proceeds from financial investments
Change in restricted cash

Proceeds from financial assets

Purchase of property, plant and equipment

3 Net cash provided by investing activities
~ NET CHANGE IN CASH

Effect of changes in foreign exchange rates related to cash balances
‘CASH, at the beginning of the year

~ CASH, at the end of the year

~ Dr. William Gerard Gissy
4 Vice President of Strategic Planning, Develop

" Dr. Elia Manirasoa Ramamonjisoa
~ Acting Vice President of Finance

Notes

78,9

11
8,15

18

18

2012 2011
(326,919) (381,503)
154,538 195,827
(48,312) 76,212
(18,651) 5,252
1,341 2,970
(67,817) (75,219)
3.923 2,488
(6,623) (4,418)
(308,520) (178,391)
4,213 35,543
6,017 (33,233)
9,608 (2,764)
46,267 (17,701)
107,399 (91,841)
865 (13,473)
12,779 (36,016)
(19,221) 21,290
(140,593) (316,586)
(900,000) (746,845)
1,325,988 849,687
63,402 75,781
(63) 3,215
3,419 3,133
(149,248) (89,148)
343,498 95,823
202,905 (220,763)
92 (1,482)
103,573 325,818
306,570 103,573
April 26, 2013

. Sepril 26, 2013




' '?OINT STOCK COMPANY KIMEP UNIVERSITY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2012
(In thousands of tenge)

NATURE OF THE BUSINESS

Joint Stock Company Kazakhstan Institute of Management, Economics and Strategic Research
(hereinafter, the “Company” or “KIMEP”) was founded as a state establishment of higher
(post-graduate) education in accordance with Presidential Resolution # 580 “On the Establishment of
the Kazakhstan Institute of Management, Economics and Strategic Research” (“Resolution # 5807)

dated January 14, 1992,

In February 2000, the State Property and Privatization Committee of the Ministry of Finance of the
Republic of Kazakhstan transferred KIMEP to the President of KIMEP, Mr. Chan Young Bang (“The
President” or “Major Shareholder”), under the trust management agreement for the period of three
years. The agreement provided for the President’s right to subsequently purchase shares of KIMEP
under condition that the Company’s activity is maintained; and as long as State Property and
Privatization Committee of the Ministry of Finance of the Republic of Kazakhstan maintains
40 per cent stake of total share capital of the Company. In accordance with the Decree of the
President of the Republic of Kazakhstan “On KIMEP Reorganization” dated August 28, 2003 and the
Resolution of the Government of the Republic of Kazakhstan dated November 14, 2003, KIMEP has
been reorganized as a Joint Stock Company with a share capital of 500,750 thousand tenge
(500,750 common stocks with a par value of 1,000 tenge each) (Note 20). The Company was
registered at the Ministry of Justice of the Republic of Kazakhstan on July 7, 2004.

During 2005 an additional issue of 84,250 common shares with a par value of 432 tenge was
registered. As a result, the share capital has increased by 36,396 thousand tenge (Note 20). The
additional shares issued were purchased by the Major Shareholder for cash consideration.

On January 26, 2012 Joint Stock Company Kazakhstan Institute of Economics, Management and
Strategic Research was renamed as Joint Stock Company KIMEP University.

The operating office of the Company is situated at the following address: 2 Abai Avenue, Almaty,
050010, Republic of Kazakhstan.

The Company is a not-for-profit organization, which provides educational services on a fee basis in
the field of higher education on the basis of state license # 0000221. In addition, the Company
generates revenue from services provided by the Executive Education Centers, the library, the
dormitory and hotel, renting premises, etc.

As at December 31, 2012 and 2011, the Company had 989 and 867 (including full-time and
part-time) employees, respectively.




ADOPTION OF NEW AND REVISED STANDARDS
Standards and Interpretations effective in the current period

The Company adopted the following new and revised Standards and Interpretations during the
current year:

»  Amendments to [FRS 7 Disclosures — Transfers of Financial Assets
»  Amendments to IAS 12 Deferred Tax: Recovery of Underlying Assets

In addition, the Company adopted the amendments to various other standards that were part of the
annual initiative aimed at the general improvement of the effective IFRS. These amendments were
related to certain expressions and issues regarding presentation of financial statements, and issues of
recognition and appraisal. The improvements have led to a number of changes in the detail of the
Company’s accounting policies — some of which are changes in terminology only, and some of
which are substantive, but have had no effect on amounts reported.

The adoption of the above standards had no impact on the results of operations or financial position.

Standards and amendments thereto and Interpretations effective in the current year

At the date of authorization of these financial statements the following Interpretations and Standards
were in issue but not yet effective:

Effective for
annual periods

beginning

on or after
IFRS 9 Financial instruments January 1, 2015
IFRS 10 Consolidated Financial Statements January 1, 2013
IFRS 12 Disclosure of Interests in Other Entities January 1, 2013
IFRS 13 Fair Value Measurement January 1, 2013
Amendments to IFRS 7 Disclosures — Transfers of Financial Assets January 1, 2013

Amendments to IFRS 9 and IFRS 7 Mandatory Effective Date of IFRS 9 and Transition
Disclosures
Amendments to IFRS 10, IFRS 11 and IFRS 12 Consolidated Financial Statements, Joint
Arrangements and Disclosure of Interests in Other Entities: Transition Guidance January 1, 2013
Amendments to IAS 1 Presentation of Items of Other Comprehensive Income January 1, 2013
Amendments to IAS 32 Financial Instruments: Offsetting Financial Assets and Financial
Liabilities January 1, 2014

IAS 19 (as revised in 2011) Employee Benefits January 1, 2013

January 1, 2015

In May 2011 a package of five standards was issued (IFRS 10, IFRS 11, IFRS 12, IAS 27 (2012),
and IAS 28 (2012)), in which the consolidations, joint arrangements, investments in associates and
disclosure of information issues were considered. These five standards are effective for annual
periods beginning on or after January 1, 2013. Earlier application is permitted provided that all of
these five standards are applied early at the same time.

Management of the Company anticipates that all of the above five standards will be adopted in the
Company’s financial statements for the period commencing January 1, 2013 and that the adoption of
these standards will not have a material impact on the financial statements of the Company in the

period of initial application.

Management of the Company anticipates that the adoption of all of the above other standards will
not have a material impact on the financial statements of the Company in the period of initial

application.
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3. PRESENTATION OF FINANCIAL STATEMENTS

Statement of compliance

The financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS™).

Basis of preparation

The financial statements have been prepared on the historical cost basis except for certain financial
instruments that are measured at fair values, as explained in the accounting policies below. Historical
cost is generally based on the fair value of the consideration given in exchange for assets.

The principal accounting policies are set out in Note 4 below.
Functional and presentation currency

The functional currency is the currency of general economic environment in which the Company
operates. The financial statements are presented in Kazakhstani Tenge (hereinafter, “tenge”), which is
the Company’s functional currency and the presentation currency of the financial statements.

Going concern

These financial statements have been prepared in accordance with IFRS on a going concern basis,
which assumes the realization of the Company’s assets and discharge of its liabilities in the normal
course of business within the foreseeable future.

For the year ended December 31, 2012, the Company incurred a net loss of 326,919 thousand tenge
(2011: net loss of 381,503 thousand tenge) and operating cash outflows of 140,593 thousand tenge
(2011 cash outflow: 316,586 thousand tenge).

Management believes that the Company will be able to continue as a going concern for the
foreseeable, as management has developed measures to increase the Company’s profitability and the
increase the level of student enrolments through including:

*  delivering quality assured and accredited programs through attaining international accreditation
for each program by 2014;

ensuring a committed core faculty of international quality;
revitalizing student recruitment both domestically and internationally;

*  building a capital fundraising campaign, through engagement of corporations active in Central
Asia.
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