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Independent Auditors’ Report 

To Management and sole participant of KAZ Minerals Bozshakol LLC 

Opinion 
We have audited the financial statements of KAZ Minerals Bozshakol LLC  
(the “Company”), which comprise the statement of financial position as at  
31 December 2020, the 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 financial statements present fairly, in all material 
respects, the financial position of the Company as at 31 December 2020, and its financial 
performance and its 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 Financial Statements section of our report. We are 
independent of the Company in accordance with the International Ethics Standards 
Board for Accountants International Code of Ethics for Professional Accountants 
(including International Independence Standards) (IESBA Code) together with the 
ethical requirements that are relevant to our audit of the 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 Financial Statements  
Management is responsible for the preparation and fair presentation of the financial 
statements in accordance with IFRS, and for such internal control as management 
determines is necessary to enable the preparation of financial statements that are free 
from material misstatement, whether due to fraud or error. 

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

Those charged with governance are responsible for overseeing the Company’s financial 
reporting process.  
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Auditors’ Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial 
statements as a whole are free from material misstatement, whether due to fraud or 
error, and to issue an 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 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 financial statements, 
whether due to fraud or error, design and perform audit procedures responsive to 
those risks, and obtain audit evidence that is sufficient and appropriate to provide a 
basis for our opinion. The risk of not detecting a material misstatement resulting from 
fraud is higher than for one resulting from error, as fraud may involve collusion, 
forgery, intentional omissions, misrepresentations, or the override of internal control. 

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

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

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

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

The engagement partner on the audit resulting in this independent auditors’ report is: 

_____________________________ 
Sergey Nezdemkovskiy 
Certified Auditor  
of the Republic of Kazakhstan 
Auditor’s Qualification Certificate  
No. 0000182 of 2 June 2014 

KPMG Audit LLC 
State Licence to conduct audit # 0000021 dated 6 December 2006 issued by the Ministry 
of Finance of the Republic of Kazakhstan  

_____________________________ 
Sergey Dementyev 
General Director of KPMG Audit LLC 
acting on the basis of its Charter 

14 April 2021 
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KZT million  Notes 2020  2019  

Revenues  4  399,538 302,683 

Cost of sales  5(a)  (163,582) (145,279) 

Gross profit     235,956 157,404 

Selling and distribution expenses  5(b)  (5,884) (5,467) 

Administrative expenses  5(c)  (11,937) (8,510) 

Net other operating income     851 1,005 

Impairment losses  (357) (8) 

Profit before finance items and taxation     218,629 144,424 

Finance income  6  86 46 

Finance costs  6  (29,718) (42,418) 

Net foreign exchange gain/(loss)     6,668 (1,556) 

Profit before taxation     195,665 100,496 

Income tax expense  7(a)  (39,682) (20,679) 

Profit for the year     155,983 79,817 

Total comprehensive income for the year     155,983 79,817 
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KZT million Notes  2020  2019  

Cash flows from operating activities       

Cash receipts from customers     454,153 275,332 

Cash payments to employees, suppliers and taxes other than non - current 
VAT and income tax 

    
(162,939) (146,916) 

Cash flows from operations before interest and income taxes paid  19  291,214 128,416 

Interest paid 16    (37,609) (45,104) 

Income taxes paid     (31,714) (7,944) 

Net cash flows from operating activities     221,891 75,368 

       

Cash flows from investing activities       

Interest received 6    82 46 

Proceeds from disposal of property, plant and equipment   20 5 

Purchase of intangible assets  (36) (83) 

Purchase of property, plant and equipment     (16,196) (34,208) 

Investments in mining assets     (280) (1,174) 

Investments in long-term bank deposits  (43) (42) 

License payments for subsoil contracts  (51) (51) 

Net cash flows used in investing activities     (16,504) (35,507) 

       

Cash flow from financing activities       

Repayment of borrowings  16  (100,000) (40,000) 

Net cash flows used in financing activities     (100,000) (40,000) 

       

Net increase/(decrease) in cash and cash equivalents  105,387 (139) 

Cash and cash equivalents at the beginning of the year     2,102 2,662 

Effect of exchange rate changes on cash and cash equivalents  (1,345) (421) 

Cash and cash equivalents at the end of the year  14  106,144 2,102 

 

During the year the Company had the following non-cash transactions, which were excluded from the statement of 
cash flows: 

• A non-cash decrease in the prepayments and other current assets of KZT 9,704 million, as VAT refund was 
offset against KZT 4,215 million corporate income tax payable, KZT 3,489 million mineral extraction tax payable 
and KZT 2,000 million withholding tax payable (2019: KZT 4,112 million VAT refund offset against income tax 
payable). 

• A non-cash increase in the provision for site restoration of KZT 673 million (2019: increase of KZT 2,027 million) 
included within property, plant and equipment. 
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KZT million 
Share  
capital 

Retained 
earnings Total  

At 1 January 2019 120,000 97,773 217,773 

Profit for the year – 79,817 79,817 

Total comprehensive income for the year – 79,817 79,817 

At 31 December 2019 120,000 177,590 297,590 

Profit for the year – 155,983 155,983 

Total comprehensive income for the year – 155,983 155,983 

At 31 December 2020 120,000 333,573 453,573 
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1. Corporate information 

(a) Organisation and operations 

KAZ Minerals Bozshakol LLC (the “Company”) was established and registered as a limited liability partnership on 
12 May 2009 in the Republic of Kazakhstan as Kazakhmys Bozshakol LLP and was reregistered and renamed 
as KAZ Minerals Bozshakol LLC on 10 December 2014. The Company’s registered office is Building 13, Tort-
Kuduk Village, Tort-Kuduk rural district, Ekibastuz city, Pavlodar region, 141218, Republic of Kazakhstan. The 
Company is wholly owned by KAZ Minerals Bozshakol B.V. The ultimate controlling entity of the Company is  
KAZ Minerals PLC (the “Group”).  

The Company’s principal activity is the mining and processing of copper ore. Its main assets are the Bozshakol 
large-scale open pit mine and on-site processing facilities in the Pavlodar region of the Republic of Kazakhstan. 
The Company holds the subsoil use rights for the extraction of copper ore at the Bozshakol field under contract 
number 2494 dated 26 November 2007 as transferred from Kazakhmys Corporation LLC on 15 May 2013. The 
Company’s main products are copper in concentrate with by-products of gold, silver and molybdenum, with some 
concentrate toll processed at the Balkhash smelter (a related party). The Bozshakol mine and the processing 
facilities employ around 1,700 people. 

Bozshakol is a first quartile asset on the global cost curve with an annual ore processing capacity of  
30 million tonnes and a remaining mine life of c.40 years at an average copper grade of 0.35%. The mine and 
processing facilities commenced output in 2016 and will produce an average of 100 kt of copper cathode 
equivalent and 120 koz of gold in concentrate per year over the first 10 years of operations. The processing 
facilities include the sulphide concentrator with an annual ore processing capacity of 25 million tonnes and the 
clay plant with an annual ore processing capacity of 5 million tonnes.  

(b) Kazakhstan business environment 

The Company’s operations are conducted in the Republic of Kazakhstan and is thus subject to country specific 
risks including economic, political and social risks inherent in doing business therein. These risks include matters 
arising out of the policies of the Government, economic conditions, imposition of, or changes to, taxes and 
regulations, foreign exchange rate fluctuations and the enforceability of contract rights. Depreciation of the 
Kazakhstan Tenge, volatility in the global price of oil and the COVID-19 coronavirus pandemic have also increased 
the level of uncertainty in the business environment. The financial statements reflect management’s assessment 
of the impact of the Kazakhstan business environment on the operations and the financial position of the 
Company. The future business environment may differ from management’s assessment.  

2. Basis of preparation 

(a) Going concern 

The Company manages liquidity risk by maintaining adequate committed borrowing facilities and working capital 
funds. Management monitors the net debt level and liquidity position taking into consideration the expected 
outlook of the Company’s financial position, cash flows, future capital expenditure and debt service requirements. 

At 31 December 2020, the Company had outstanding borrowings of KZT 200,000 million under the KAZ Minerals 
Project Finance Limited (“KPFL”) loan facility, which amortises over the period to 2025. Management has 
considered the Company’s cash flow forecasts, including the outlook for commodity prices, production levels from 
the Company’s operations, its future capital requirements, the principal and interest repayments due under the 
Company’s debt facility and reasonably possible impacts as a result of the outbreak of the Covid-19 pandemic. 

Management is satisfied that the Company’s forecasts show that the Company has adequate liquidity to continue 
in operational existence for the foreseeable future. Accordingly, it is appropriate to adopt the going concern basis 
of accounting in the preparation of these financial statements.  

(b) Basis of accounting 

These financial statements were prepared on a historical cost basis, except for metal-related trade receivables 
which have been measured at fair value. The financial statements are presented in Kazakhstan tenge (“KZT”) 
and all financial information was rounded to the nearest million (“KZT million”) except where otherwise indicated.  

(c) Statement of compliance 

These financial statements of the Company were prepared in accordance with International Financial Reporting 
Standards (‘IFRSs’) as issued by the International Accounting Standards Board (’IASB’) and interpretations issued 
by the International Financial Reporting Interpretations Committee (‘IFRIC’) of the IASB. 
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2. Basis of preparation, continued  

(d) Adoption of new standards and interpretations 

The following accounting standards, amendments and interpretations, which had no significant impact on these 
financial statements, became effective in the current reporting period: 

• ‘Definition of Material (Amendments to IAS 1 and IAS 8)’ was adopted on 1 January 2020. The amendment 
revises the definition of material stating that ‘information is material if omitting, misstating or obscuring it could 
reasonably be expected to influence the decisions that the primary users of general purpose financial statements 
make on the basis of those financial statements, which provide financial information about a specific reporting 
entity’. The application of this amendment had no impact on the amounts reported in the Company’s financial 
statements. 

• ‘Interest Rate Benchmark Reform (Amendments to IFRS 9, IAS 39 and IFRS 7)’ was adopted on 1 January 
2020. The amendment requires that for interest rate hedges affected by Interbank Offered Rate (‘IBOR’) reform, 
the interest rate benchmark is not altered when considering whether a forecast transaction is highly probable, 
or whether there is an economic relationship between the hedged cash flow and the hedging instrument. This 
would apply for a limited period until there is no longer uncertainty relating to IBOR reform. The application of 
this amendment had no impact on the amounts reported in the Company’s financial statements. 

• ‘Covid-19 Related Rent Concessions (Amendment to IFRS 16)’ was adopted on 9 October 2020. The 
amendment exempts lessees from considering individual lease contracts to determine whether rent concessions 
occurring as a direct consequence of Covid-19 are ‘lease modifications’. A uniform accounting policy may be 
applied to account for the effect of those concessions in profit or loss, as if they were not modifications of the 
original terms. The application of this amendment had no impact on the amounts reported in the Company’s 
financial statements. 

(e) New standards and interpretations not yet adopted 

The key new standards, interpretations and amendments, as issued by the IASB and presented below, are expected 
to be adopted by the Company in the accounting period of when they become effective. 

• ‘Interest Rate Benchmark Reform – Phase 2 (Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16)’: 
the IASB effective date is 1 January 2021. The amendment provides certain reliefs to maintain accounting 
continuity as agreements are transitioned to alternative benchmark rates, under which accounting for a change 
in interest rate basis would be akin to accounting for a movement in the market rates of interest. The scope of 
these reliefs is limited to change which is necessary as a result of IBOR reform and where the new basis is 
‘economically equivalent’ to the previous basis. Whilst the Company’s borrowings contain fallback clauses for 
the designation of replacement benchmark rates in the event that LIBOR is no longer provided for, management 
is of the view that these clauses are not intended to be a long-term replacement for LIBOR. Management will 
therefore monitor the adoption of an alternative market standard and will review the impact of these amendments 
on its financial statements to the extent its contracts are updated in 2021. 

• There are a number of other amendments which are not yet effective and which are not expected to have a 
material impact on the Company’s financial statements. 

The Company has not early adopted any new standards or interpretations in its financial statements for the year 
ended 31 December 2020.  

(f) Comparative information 

Where a change in the presentation format of the financial statements has been made during the year, comparative 
figures have been restated accordingly. Net foreign exchange gain/(loss) disclosed separately within statement of 
profit or loss and other comprehensive income.  

3. Significant accounting judgements and key sources of estimation uncertainty 

In the course of preparing these financial statements, management makes necessary judgments, estimates and 
assumptions about the carrying amounts of assets and liabilities that are not readily apparent from other sources. 
Judgements are based on management’s best knowledge of the relevant facts and circumstances having regard to 
prior experience, but actual results may differ from the amounts included in the financial statements. Estimates and 
associated assumptions are based on historical experience and other factors that are considered to be relevant. 
Actual results may differ from these estimates.
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3. Significant accounting judgements and key sources of estimation uncertainty, 
continued 

The estimates and underlying assumptions applied are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which the estimate is revised if the revision affects only that period, or in 
the period of the revision and future periods, if the revision affects both current and future periods. 

The following are the critical judgements and the key assumptions and sources of estimation uncertainty concerning 
the future which management believes are likely to have the most significant effect on the amounts recognised in the 
financial statements. However, management does not expect a significant risk of a material change to the Company’s 
carrying value of the assets and liabilities affected by these factors in the next 12 months, within a reasonably possible 
range. The qualitative disclosures regarding these sources of estimation uncertainty are presented because 
management considers these to be relevant to the mining industry and useful in understanding the financial 
statements of the Company. These disclosures go beyond the minimum requirements of IAS 1 ‘Presentation of 
Financial Statements’ which only requires disclosure of estimation uncertainty where changes in estimates, within a 
reasonably possible range, could have a significant risk of a material effect, within the next 12 months, on the amounts 
recognised in the financial statements. 

Impairment of assets 

Significant accounting judgements 

Management reviews the carrying value of the Company’s assets to determine whether there are any indicators of 
impairment such that the carrying values of the assets or that of the cash generating unit (‘CGU’) may not be 
recoverable. The assessment of whether an indicator of impairment or reversal thereof has arisen requires 
considerable judgement, taking account of future operational and financial plans, commodity prices and the 
competitive environment.  

Where such indicators exist, the carrying value of the assets of the CGU is compared with the recoverable amount 
of those assets, that is, the higher of its fair value less costs to sell and value in use, which is typically determined on 
the basis of discounted future cash flows.  

The Covid-19 pandemic has had a significant impact on the global macroeconomic environment and may continue 
to affect markets in the future. There was a negative impact on market prices for copper during the first half of 2020, 
however prices recovered to pre-pandemic levels and were trading above $7,750/t as at 31 December 2020. 
Management does not consider fluctuations in short-term commodity prices to be an indicator of impairment, given 
the relatively long life of the Company’s assets. Management monitors external copper price forecasts and for the 
purpose of assessing commodity prices for indicators of impairment, consideration was given to a range of equity 
analysts’ long-term copper price forecasts with a median price of around $6,700/t.  

The Company took measures to mitigate risks presented by Covid-19 and was able to continue operations without 
significant impact during 2020. As a result of additional checks at the Kazakhstan-China border, there were some 
minor delays to the export of some of the Company’s products which resulted in a modest increase in inventory at 
the end of the year. An assessment of the key external and internal factors affecting the Company and its assets at 
31 December 2020 did not identify any indicators of impairment.    

Non-current inventories 

Significant accounting judgements 

Mining activities may result in the stockpiling of ore. Ore which is not expected to be processed within 12 months of 
the balance sheet date and is considered to fall outside of the normal operating cycle of the operation is classified as 
a non-current asset. The classification of stockpiled ore between non-current and current assets is based on 
judgements as to the expected timing of processing and on future production plans 

Key sources of estimation uncertainty 

The stockpiled ore is reflected at the lower of cost or net realisable value, with net realisable value subject to estimates 
of further processing, delivery costs and future commodity prices. Commodity prices applied in assessing the net 
realisable value fall within the range of equity analyst commodity price expectations. Changes to commodity prices 
in the next 12 months within a reasonably possible range are not expected to significantly impact the carrying value 
of non-current inventories.
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3. Significant accounting judgements and key sources of estimation uncertainty, 
continued 

Determination of mineral reserves and useful lives of property, plant and equipment 

Key sources of estimation uncertainty 

Mineral reserves are estimates of the amount of product that can be economically and legally extracted from the 
Company’s mining properties. In order to estimate reserves, assumptions are required about a range of geological, 
technical and economic factors, including quantities, grades, production techniques, recovery rates, production costs, 
transport costs, commodity demand, commodity prices and exchange rates. The Company estimates its mineral 
reserves and mineral resources based on information compiled and reviewed by independent competent persons as 
defined in accordance with the Australasian Code for Reporting of Exploration Results, Mineral Resources and Ore 
Reserves 2012 (the ‘JORC Code’). 

In assessing the life of a mine for accounting purposes, mineral reserves are taken into account where there is a high 
degree of confidence of economic extraction. Since the economic assumptions used to estimate reserves change 
from period to period, and as additional geological data is generated during the course of operations, estimates of 
reserves may change from period to period. Changes in reported reserves may affect the Company’s financial results 
and financial position in a number of ways, including the following: 

• asset recoverable amounts may be affected due to changes in estimated future cash flows; 

• deferral of stripping costs which are determined using a waste to ore stripping ratio; 

• depreciation, depletion and amortisation charged in the income statement may change where such charges are 
determined by the unit of production basis, or where the useful economic lives of assets change; 

• decommissioning, site restoration and environmental provisions may change where changes in estimated 
reserves affect expectations about the timing or cost of these activities; and 

• the carrying value of deferred tax assets may change due to changes in estimates of the likely recovery of tax 
benefits. 

There are numerous uncertainties inherent in estimating mineral reserves, and assumptions that are valid at the time 
of estimation may change significantly when new information becomes available. Changes in the forecast prices of 
commodities, exchange rates, production costs or recovery rates may change the economic status of reserves and 
may ultimately result in reserves being revised. Management does not expect significant changes in the carrying 
value of the Company’s mining properties; property, plant and equipment; closure liabilities and deferred taxes to 
arise from changes in mineral reserve estimates within a reasonably possible range in the next 12 months. Revisions 
to mineral reserve estimates in 2020 did not result in a material change to the carrying value of these assets and 
liabilities. For property, plant and equipment depreciated on a straight-line basis over its useful economic life, the 
appropriateness of the asset’s useful economic life is reviewed at least annually, and any changes could affect 
prospective depreciation rates and asset carrying values. 

Decommissioning and site restoration costs 

Significant accounting judgements 

Management uses judgement and experience in determining the expected timing, closure and decommissioning 
methods, which can vary in response to changes in the relevant legal requirements or decommissioning technologies. 

Key sources of estimation uncertainty 

The ultimate cost of decommissioning and rehabilitation is uncertain and cost estimates can vary in response to 
many factors including the emergence of new restoration techniques and costs of materials and labour. Therefore, 
the Company periodically reviews the closure cost estimate at its operations. The expected timing and extent of 
expenditure can also change in response to revisions in mineral reserve estimates, processing levels and commodity 
prices. Future costs are discounted using forecast discount rates for which sensitivities are outlined in note 17.
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3. Significant accounting judgements and key sources of estimation uncertainty, 
continued 

Taxes 

Significant accounting judgements 

Management makes judgements in relation to the recognition of various taxes levied on the Company, which are 
both payable and recoverable. Judgement applies particularly to corporate income taxes, transfer pricing, VAT and 
outcomes of tax disputes which would affect recognition of tax liabilities and deferred tax assets. Judgement over 
recognition also applies to taxes which are recoverable by the Company, principally VAT paid, for which the 
recoverability and timing of recovery is assessed. In making judgements related to taxes, management believes that 
the tax positions it adopts are in line with the applicable legislation and reflect the probable outcome. Estimates are 
made to determine the amount of taxes payable or recoverable, including deferred tax assets. The tax obligations 
and receivables, upon audit by the tax authorities at a future date, may differ as a result of differing interpretations. 
These interpretations may impact the expected timing and quantum of taxes payable and receivable and are 
discussed further in note 21. 

Key sources of estimation uncertainty 

The Company is constantly on track on receiving VAT refunds in cash or in form of non-cash offset with other taxes 
payable. Changes in these estimates within a reasonably possible range in the next 12 months are not expected to 
significantly alter the carrying value of the Company’s taxes that are recoverable. 

4. Revenues  

(a) Revenues by product 

Revenues by product are as follows: 
 
KZT million 2020  2019  

Copper in concentrate 238,723 193,632 

Gold in concentrate 87,247 63,229 

Copper cathodes 44,340 21,498 

Gold bar 19,919 18,726 

Silver in concentrate 6,304 3,935 

Silver in granules 1,409 367 

Molybdenum in concentrate 840 1,191 

Other revenues including other by-products 756 105 

 399,538 302,683 

Most of the Company’s sales agreements are based on provisional pricing with the final pricing usually determined 
by the average market price of the respective metal in the month (for gold bar and silver), the month following (for 
copper cathode) or the second month following (for copper concentrate including by-products) dispatch to the 
customer.  

At 31 December, the Company’s provisionally priced volumes and their respective average provisional prices were 
as follows: 

 

1   Payable metal in concentrate. Typically priced after deduction of a processing charge.

  At 31 December 2020 At 31 December 2019 

 
Provisionally priced 

volumes 

Weighted average 

provisional price 

Provisionally priced 

volumes 

Weighted average 

provisional price 

Copper in concentrate1 15,427 t 7,092 $/t 16,999 t 5,130 $/t 

Silver in concentrate1 120,335 oz 23 $/oz 120,016 oz 14 $/oz 

Gold in concentrate1 15,178 oz 1,805 $/oz 22,700 oz 1,414 $/oz 

Copper cathodes 126 t 7,156 $/t 1,362 t 5,473 $/t 
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4. Revenues, continued 

(a) Revenues by product, continued 

The final prices for the provisionally priced volumes shown above will be determined during the quarter after the year 
end. At 31 December 2020, sales contracts which had not been finally priced, were marked to market to reflect the 
expected settlement price based on the appropriate forward metal price (typically one month for copper cathode and 
two months for copper concentrate including by-products). This adjustment increased revenue by KZT 9,901 million 
(2019: KZT 4,121 million increase). The cumulative commodity pricing adjustments recorded during 2020 between 
the final price and the forward price at the expected settlement date, at the time of the sale, resulted in a  
KZT 6,790 million increase (2019: KZT 1,681 million increase) which was included within revenue. 

(b) Revenues by destination 

Revenues by destination are as follows:  

 
KZT million Total Total 

China 285,850 192,139 

Europe 76,578 91,713 

Kazakhstan and Asia 37,110 18,831 

 399,538 302,683 
 

Most of the Company’s sales were to a related party, KAZ Minerals Sales Limited (see note 20(e)), for onward sale 
to third party customers. Sales from the Company to KAZ Minerals Sales Limited comprise 95%  
(378,023 KZT million) of revenues (2019: 93% or KZT 282,661 million). 

5. Cost of sales, selling and distribution expenses and administrative expenses 

(a) Cost of sales 
 
KZT million 2020  2019  

Raw materials 50,257 46,873 

Depreciation, depletion and amortisation 38,276 38,388 

Mineral extraction tax 34,274 29,295 

Employee salaries and payroll taxes 17,054 10,366 

Production overheads 13,044 11,747 

Utilities 10,226 8,303 

Refining services 5,862 3,779 

Other taxes 3,846 3,511 

Change in work in progress and finished goods (9,257) (6,983) 

 163,582 145,279 

(b) Selling and distribution expenses 
  
KZT million 2020  2019  

Transportation expenses 5,462 5,150 

Employee salaries and payroll taxes 113 64 

Other selling expenses 309 253 

 5,884 5,467 
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5. Cost of sales, selling and distribution expenses and administrative expenses, 
continued 

 

(c) Administrative expenses 

KZT million 2020  2019  

Management services 5,405 4,553 

Social responsibility costs 4,138 2,124 

Employee salaries and payroll taxes 1,264 831 

Legal and professional  552 661 

Levies and charges 208 170 

Depreciation and amortisation 95 93 

Supplies 8 34 

Business travel 6 21 

Other administrative expenses 261 23 

 11,937 8,510 

6. Finance income and finance costs  
 
KZT million  2020  2019  

Interest income   86   46  

Finance income   86   46  
  
 
KZT million Notes 2020  2019  

Interest expense 16  29,495   42,220  

Unwinding of discount on provisions and other liabilities  17  223   198  

Finance costs   29,718   42,418  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
KZT million  2020  2019  

Net foreign exchange gains/(losses)  6,668   (1,556) 
 
 
 
 
 
 

7. Income tax 

(a) Income tax expense 

The major components of income tax expense are: 

KZT million 2020  2019  

Current income tax   

Corporate income tax – current period 38,645 13,491 

Corporate income tax – prior periods (324) 108 

 38,321 13,599 

Deferred income tax   

Deferred income tax – current period temporary differences 1,109 7,231 

Deferred income tax – prior periods temporary differences 252 (151) 

 1,361 7,080 

 39,682 20,679 
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7. Income tax, continued 

(a) Income tax expense, continued 

A reconciliation of the income tax expense applicable to the accounting profit before taxation at the statutory income 
tax rate, to the income tax expense at the effective income tax rate, is as follows: 

KZT million 2020  2019  

Profit before taxation  195,665   100,496  

At the statutory income tax rate of 20%  39,133   20,099  

Overprovided in prior periods – current income tax  (324)  108 

Underprovided in prior periods – deferred income tax  252   (151)  

Non-deductible items:   

 Transfer pricing  518   396  

 Other non-deductible expenses  104   227  

  39,682   20,679  

Corporate income tax is calculated at 20% of the taxable profit for the period for the Company. The effective tax rate 
was 20.3% (2019: 20.6%).  

(b) Recognised deferred tax assets and liabilities 

The amounts of deferred tax assets/(liabilities) provided in the financial statements are as follows: 

 

KZT million 
At 1 January 

2019 

Charged to 
income 

statement 
At 1 January 

2020 

Charged to 
income 

statement 

At 31 
December 

2020 

Property, plant and equipment, Intangible assets 
and Mining assets (31,342) (2,247) (33,589) (1,021) (34,610) 

Inventories (6) 94 88 51 139 

Trade and other receivables 25 (485) (460) (1,543) (2,003) 

Provisions and other liabilities 447 441 888 224 1,112 

Trade and other payables 1,400 334 1,734 928 2,662 

Tax losses 5,217 (5,217) – – – 

Deferred tax liability, net (24,259) (7,080) (31,339) (1,361) (32,700) 
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8. Property, plant, and equipment 

 

KZT million 
Land and 
buildings 

Plant and 
equipment 

 

Other 

Construction 

in progress 

 

Total 

Cost      

At 1 January 2019 131,460 335,501 9,558 6,768 483,287 

Additions 2,033 7,706 178 16,178 26,095 

Transfers 7,553 4,895 (107) (12,341) – 

Reclassification 8,694 (16,814) 8,120 – – 

Transfers from mining assets – – – 18 18 

Disposals (11) (5) (30) – (46) 

At 31 December 2019 149,729 331,283 17,719 10,623 509,354 

Additions 62 2,079 337 12,336 14,814 

Transfers 8,168 4,555 614 (13,337) – 

Reclassification 1 (110) 109 – – 

Transfers to mining assets – – – (2) (2) 

Disposals – (2,651) (2,115) – (4,766) 

Change in estimates, site restoration provisions 673 – – – 673 

At 31 December 2020 158,633 335,156 16,664 9,620 520,073 

Depreciation and impairment      

At 1 January 2019 12,844 65,864 4,538 – 83,246 

Depreciation charge 6,828 27,519 2,774 – 37,121 

Reclassification 954 (2,097) 1,143 – – 

Disposals (5) (4) (27) – (36) 

At 31 December 2019 20,621 91,282 8,428 – 120,331 

Depreciation charge 6,958 28,162 1,866 – 36,986 

Impairment – – – 324 324 

Disposals – (2,642) (2,074) – (4,716) 

At 31 December 2020 27,579 116,802 8,220 324 152,925 

      

Net book value      

At 31 December 2019 129,108 240,001 9,291 10,623 389,023 

At 31 December 2020 131,054 218,354 8,444 9,296 367,148 

At 31 December 2020, machinery and equipment with the net carrying value of KZT 9,541 million  
(2019: KZT 11,584 million) was pledged as security under a USD 100 million loan facility between Caterpillar 
Financial Services Limited and KAZ Minerals Finance PLC, a related party of the Company. 
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9. Mining assets 
 

KZT million Licences 

Mine 
development 

costs 

Mine 

stripping 

costs Total 

Cost     

At 1 January 2019  296   14,206   9,903   24,405  

Additions  (1)  883   292   1,174  

Capitalised depreciation, depletion and amortisation  –   –   107   107  

Transfers to property, plant and equipment  –   (18)  –   (18) 

At 31 December 2019  295   15,071   10,302   25,668  

Additions  1   65   214   280  

Capitalised depreciation, depletion and amortisation  –   –   74   74  

Transfers from property, plant and equipment  –   2   –   2  

At 31 December 2020  296   15,138   10,590   26,024  

Depletion and impairment     

At 1 January 2019  51   1,760   2,269   4,080  

Depletion charge  16   576   514   1,106  

At 31 December 2019  67   2,336   2,783   5,186  

Depletion charge  15   628   486   1,129  

At 31 December 2020  82   2,964   3,269   6,315  

     

Net book value     

At 31 December 2019  228   12,735   7,519   20,482  

At 31 December 2020  214   12,174   7,321   19,709  
 

10. Other non-current assets 
 
KZT million 2020  2019  

Non-current inventories1  48,198   51,307  

Advances paid for property, plant and equipment  758   361  

Long-term bank deposits2  174   120  

  49,130   51,788  

1   Non-current inventories comprise clay and transitional ore stockpiles that does not fall under normal operating cycle. 

2  Long-term bank deposits reflect cash placed in escrow accounts with financial institutions in Kazakhstan as required by the subsoil licence and 
to be utilised for future site restoration and rehabilitation. 

11. Inventories 

KZT million 2020  2019  

Raw materials and consumables  68,960   60,167  

Work-in-progress  23,507   17,915  

Finished goods  12,198   5,424  

Gross value of inventories  104,665   83,506  

Provision for obsolete inventories  (729)  (393) 

  103,936   83,113  
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12. Prepayments and other current assets 
 
KZT million 2020  2019  

VAT reclaimable  11,649   7,938  

Advances paid for goods and services  2,581   943  

Advances paid to related parties  798   840  

Other  872   944  

  15,900   10,665  

13. Trade and other receivables 

 
KZT million 2020  2019  

Trade receivables - KAZ Minerals Sales Limited1  67,402   114,784  

Trade receivables - third parties1  249   22  

Trade receivables - Other related parties  242   187  

Other receivables  170   193  

  68,063   115,186  

1   At 31 December 2020, KZT 67,651 million of trade receivables related to provisionally priced contracts measured at fair value through profit and 
loss (2019: KZT 114,806 million), as outlined in note 20(a), including an increase of KZT 9,901 million (2019: increase of KZT 4,121 million) 
arising from marked to market adjustments at 31 December 2020. 

14. Cash and cash equivalents 

KZT million 2020  2019  

Cash deposits with maturities less than three months  105,177   –  

Cash at bank  967   2,102  

  106,144   2,102  

15. Equity 

(a) Charter capital 

 2020   2019   

 KZT million % KZT million % 

KAZ Minerals Bozshakol B.V.   120,000   100   120,000   100  

(b) Dividends 

In accordance with legislation in Kazakhstan, the Company’s distributable reserves are limited to the balance of 
retained earnings as recorded in the Company’s financial statements prepared in accordance with IFRS or income 
for the period if there is an accumulated loss brought forward. A distribution cannot be made if this would result in 
negative equity or the Company’s insolvency.  

At 31 December 2020 the Company had retained earnings of KZT 333,573 million (2019: KZT 177,590 million).   

No dividends were declared or paid by the Company during 2020 and 2019. 

16. Borrowings 
 
KZT million 2020  2019  

Loan payable to related party - KPFL  200,000   300,000  

Interest payable  10,709   18,823  

  210,709   318,823  

Current  47,073   64,976  

Non-current  163,636   253,847  

  210,709   318,823  
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16. Borrowings, continued 

KAZ Minerals Project Finance Limited (KPFL) debt facility 

The Company has a long-term uncollateralised loan from KPFL for KZT 350,000 million which was entered into in 
2010 and amended in 2016. The facility accrues interest at USD 6-month LIBOR plus 11%. Principal repayments 
commenced in 2019 and continue in semi-annual instalments in January and July until final maturity in 2025. During 
2020, the Company made principal repayments of KZT 100,000 million and interest repayments of KZT 37,609 million 
(2019: principal repayments of KZT 40,000 million and interest repayments of KZT 45,104 million). At 31 December 
2020 KZT 47,073 million was due to be repaid within 12 months of the balance sheet date. 

Undrawn facilities 

The Company’s KPFL debt facility was fully drawn at 31 December 2020 and 2019. 

Movement in borrowings 

Changes in borrowings arising from cash flow and other movements are as follows: 

KZT million 2020  2019  

At 1 January  318,823   361,707  

Interest charged for the period  29,495   42,220  

Borrowing costs paid  (37,609)  (45,104) 

Principal paid  (100,000)  (40,000) 

  210,709   318,823  

17. Provisions 

KZT million 2020  2019  

At 1 January  4,439   2,233  

Arising during the year  414   –  

Arising due to change in estimate1  259   2,027  

Unwinding of discount  205   179  

At 31 December   5,317   4,439  

1In 2020, a KZT 673 million increase in the provision (2019: KZT 2,027 million increase) was capitalised to property, plant and equipment. 

The costs of decommissioning and reclamation of the mine and processing facilities are based on the current 
obligations under Kazakhstan legislation governing closure and rehabilitation. The provision represents the 
discounted values of the estimated costs to decommission and reclaim of the mine based on the current estimated 
life of mine of the deposit. The liability usually becomes payable after the end of the useful life of each facility, which 
ranges from 10 years to around 34 years.  

In order to reflect current market assessments of the time value of money and the risks specific to the liability, the 
present value of the provision has been calculated using discount rates of 4.94% (2019: 4.95%). Management 
estimates the discount rate for its provisions in Kazakhstan based on sovereign bond yields denominated in  
US dollars adjusted for the differential inflation between the tenge and the US dollar, which is lower in the long term.  

Management has not calculated its provisions using Kazakhstan sovereign bond yields denominated in tenge, as 
these bonds have largely been purchased by local institutions and there are limited bonds with maturities which are 
comparable to the remaining life of each mine. Management therefore concluded that using estimates based on a 
more established market for bonds with yields denominated in US dollars was a more appropriate basis to assess 
the time value of money and risks specific to the liability. As a sensitivity, discounting the provisions at each mine 
using a discount rate of around 10%, based on Kazakhstan sovereign bond yields denominated in tenge, in isolation, 
would result in a reduction in the present value of the liability by approximately KZT 4,218 million to KZT 1,098 million. 
This is a simple sensitivity holding all other variables constant. 

In 2020, the increase in the provision arose mainly from the use of a higher inflation rate to determine the obligation.  
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18. Trade and other payables 

KZT million 2020  2019  

Trade payables  8,520   7,271  

Amounts payable for long-term assets  2,304   3,291  

Salaries and related payables  865   405  

Amounts payable to related parties  496   930  

Payables regarded as financial instruments for disclosure purposes – note 20  12,185   11,897  

Mineral extraction tax payable  12,222   7,982  

Other taxes payable  1,307   926  

  25,714   20,805  

19. Reconciliation of profit before taxation to net cash inflow from operating activities 

KZT million Notes 2020  2019  

Profit before tax    195,665 100,496 

Interest income  6  (86) (46) 

Interest expense and unwinding of discount on provisions and other liabilities  6  29,718 42,418 

Depreciation, depletion and amortisation    38,371 38,481 

Impairment losses    357 8 

Loss on disposal of property, plant and equipment  29 5 

Unrealised foreign exchange loss    1,332 183 

Operating cash flows before changes in working capital and provisions    265,386 181,545 

Increase in inventories    (17,714) (26,020) 

Increase in prepayments and other current assets    (14,939) (5,045) 

Decrease/(increase) in trade and other receivables    47,095 (26,085) 

Increase in trade and other payables    11,386 4,021 

Cash flows from operations before interest and income taxes paid    291,214 128,416 

During 2020, the Company recovered VAT receivable of KZT 9,704 million through offset with corporate income tax 
payable of KZT 4,215 million, mineral extraction tax payable of KZT 3,489 million and withholding tax payable of  
KZT 2,000 million (2019: through offset with corporate income tax payable of KZT 4,112 million).  

20. Financial risk management objectives and policies 

The main risks arising from the Company’s financial instruments are liquidity risk, credit risk, interest rate risk, foreign 
exchange risk and commodity price risk. These risks arise from exposures that occur in the normal course of business 
and are managed by the Group Treasury department in close cooperation with the Company under oversight of a 
Treasury Committee, which is chaired by the Chief Financial Officer of KAZ Minerals PLC. The responsibilities of the 
Treasury Committee include the monitoring of financial risks, management of the Company’s cash resources, debt 
funding programmes and capital structure, approval of treasury counterparties and relevant transaction limits, and 
oversight of all significant treasury activities undertaken by the Company. 

A Group Treasury Policy was approved by the KAZ Minerals PLC Board and is periodically updated to reflect 
developments in the financial markets and the financial exposures facing the Group. The Treasury Policy covers 
specific areas of financial risk management, in particular liquidity risk, credit risk, interest rate risk, foreign exchange 
risk and commodity price risk. The Group’s Treasury Committee and the Group’s Internal Audit department monitor 
compliance with the Treasury Policy on a regular basis. 

The Group’s Treasury department prepares monthly treasury reports for senior management which monitor all major 
financial exposures and treasury activities undertaken by the Group. In addition, a treasury report is prepared for 
each KAZ Minerals PLC Board meeting which includes a summary of the credit markets and their impact on the 
implementation of the Group’s strategy, progress on the Group’s financing initiatives and the significant financial 
exposures faced by the Group. 

The Company’s principal financial instruments comprise cash and cash equivalents, trade and other receivables, 
long-term bank deposits, trade and other payables, borrowings and other liabilities, which arise directly from its 
operations. The Company’s accounting policies with regard to financial instruments are detailed in note 23.
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20. Financial risk management objectives and policies, continued 

(a) Categories and fair values of financial assets and financial liabilities 

The carrying amounts of financial assets and liabilities by categories are as follows:  

KZT million Notes 2020  2019  

Financial assets at amortised cost       

Long-term bank deposits  10   174   120  

Trade and other receivables not subject to provisional pricing  13   412   380  

Cash and cash equivalents  14   106,144   2,102  

      106,730   2,602  

Financial assets at fair value through profit or loss1    

Trade receivables subject to provisional pricing1  13   67,651   114,806  

Financial liabilities at amortised cost       

Borrowings2  16   (210,709)  (318,823) 

Other liabilities   (201)  (234) 

Trade and other payables  18   (12,185)  (11,897) 

   (223,095)  (330,954) 

1 Trade receivables subject to provisional pricing, include a KZT 9,901 million favourable adjustment (2019: KZT 4,121 million) arising from the 
marked to market valuation on provisionally priced contracts at the year end. These are measured according to quoted forward prices in a 
market that is not considered active, which is a level 2 valuation method within the fair value hierarchy. 

2 The fair value of borrowings approximates its carrying value and is measured by discounting future cash flows using currently available interest 
rates for debt of similar maturities, which is a level 3 valuation method within the fair value hierarchy. 

The fair values of each category of financial asset and liability are not materially different from their carrying values 
as presented. 

(b) Foreign currency risk 

The Company has transactional currency exposures. Such exposures arise from sales or purchases in currencies 
other than the Company’s functional currency. The functional currency of the Company is the Kazakhstan tenge. The 
currency giving rise to the majority of the foreign currency risk is the US dollar. Exchange gains and losses arise 
principally from bank deposits, trade and other receivables, borrowings, trade and other payables. The Company 
generally does not enter into hedging positions in respect of its exposure to foreign currency risk. 

No foreign exchange hedge transactions were entered into during 2020 and 2019. 

(i) Foreign currency exposure by statement of financial position account profile 

The Company’s exposure to foreign currency risk based on gross amounts is shown below.  
 
KZT million  USD   Other  

At 31 December 2020   

Cash and cash equivalents  105,630   1  

Trade and other receivables  67,489   2  

Long-term bank deposits  143   –  

Trade and other payables  (2,743)  (66) 

  170,519   (63) 

At 31 December 2019   

Cash and cash equivalents  1,525   1  

Trade and other receivables  114,809   1  

Long-term bank deposits  105   –  

Trade and other payables  (1,571)  (205) 

  114,868   (203) 
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20. Financial risk management objectives and policies, continued 

(b) Foreign currency risk, continued 

(ii) Foreign currency sensitivity analysis 

The estimated impact of a movement in foreign currencies was determined based on the balances of financial assets 
and liabilities at 31 December 2020 that are not denominated in the functional currency of the Company. This 
sensitivity does not represent impact on the statement of comprehensive income that would be expected from a 
movement in exchange rates over the course of a period of time and assumes that all other variables, in particular 
interest rates, remain constant. A 10% weakening of the Kazakhstan tenge against the following currencies at  
31 December 2020 would have increased/(decreased) profit after tax by the amounts shown below. 

KZT million 2020  2019  

USD  13,642   9,189  

Other  (5)  –  

 A 10% strengthening of the Kazakhstan tenge against the above currencies at 31 December would have an equal 
and opposite effect, on the basis that all other variables remain constant. 

(c) Commodity price risk 

The Company’s revenues and earnings are directly impacted by fluctuations in the prices of the commodities it 
produces. The Company’s principal commodities (copper, gold and silver) are priced via reference to global metal 
exchanges, upon which pricing is derived from global demand and supply and influenced by macroeconomic 
considerations and financial investment cash flows. The pricing of the Company’s principal commodities may also 
include a pre-determined margin or discount depending on the terms of sales contracts. Commodity prices, 
particularly those derived from global metal exchanges, may fluctuate significantly and may have a material impact 
on the Company’s financial results. 

Management closely monitors the impact of fluctuations in commodity prices on the business and uses conservative 
pricing assumptions and sensitivity analysis for its forecasting and investment appraisals. 

In accordance with IFRS 7, the impact of commodity prices was determined based on the balances of financial assets 
and liabilities at 31 December 2020. This sensitivity does not represent the impact on comprehensive income that 
would be expected from a movement in commodity prices over the course of a period of time. In addition, the analysis 
assumes that all other variables remain constant. 

A 10% increase/(decrease) in commodity prices after the year end would impact the Company’s provisionally priced 
sales volumes and increase/(decrease) profit after tax by the amounts shown below. 

 
KZT million 2020  2019  

Copper in concentrate  5,168   3,630  

Gold in concentrate  721   1,241  

Silver in concentrate  127   77  

(d) Interest rate risk 

The Company has financial assets and liabilities which are exposed to changes in market interest rates. Changes in 
interest rates primarily impact borrowings by changing their future cash flows (floating rate debt) or their fair value 
(fixed rate debt) and deposits. The Company’s interest rate management policy is generally to borrow and invest at 
floating rates of interest. In some circumstances, an element of fixed rate funding may be considered appropriate. 
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20. Financial risk management objectives and policies, continued 

(d) Interest rate risk, continued 

The exposure of the Company’s financial assets and liabilities to interest rate risk is as follows: 

KZT million  Floating rate   Fixed rate   Non-interest 
bearing  

 Total  

At 31 December 2020     

Long-term bank deposits  –   143   31   174  

Trade and other receivables  –   –   68,063   68,063  

Cash and cash equivalents  105,177   –   967   106,144  

Borrowings  (200,000)  –   (10,709)  (210,709) 

Trade and other payables  –   –   (12,185)  (12,185) 

Other liabilities  –   –   (201)  (201) 

  (94,823)  143   45,966   (48,714) 

At 31 December 2019     

Long-term bank deposits  –   105   15   120  

Trade and other receivables  –   –   115,186   115,186  

Cash and cash equivalents  –   684   1,418   2,102  

Borrowings  (300,000)  –   (18,823)  (318,823) 

Other liabilities  –   (234)  –   (234) 

Trade and other payables  –   –   (11,897)  (11,897) 

  (300,000)  555   85,899   (213,546) 

1Trade and other payables exclude mineral extraction tax payable and other taxes payable that are not regarded as financial instruments. 

The interest charged on floating rate financial liabilities is based on the relevant benchmark rate (such as LIBOR). 
Interest on financial instruments classified as fixed rate is fixed until the maturity of the instrument.  

In accordance with IFRS 7, the impact of interest rates was determined based on the balances of financial assets 
and liabilities at 31 December 2020. This sensitivity does not represent the income statement impact that would be 
expected from a movement in interest rates or outstanding borrowings over the course of a period of time. In addition, 
the analysis assumes that all other variables remain constant. The effect on profit after tax of a 1% upward movement 
in USD LIBOR rates, based on the year-end net debt position (defined as the excess of borrowings over cash and 
cash equivalents) and with all other variables held constant, is estimated to result in a loss of KZT 759 million (2019: 
KZT 2,400 million). 

(e) Credit risk 

Exposure to credit risk arises as a result of transactions in the Company’s ordinary course of business and is 
applicable to all financial assets. The Company has adopted policies and procedures to control and monitor these 
exposures to minimise the risk of loss in the event of non-performance by counterparties. The maximum exposure 
with respect to credit risk is represented by the carrying amount of each financial asset on the statement of financial 
position and as reflected in note 20(a). 

Credit risk relating to trade receivables 

The Company sells copper concentrate and copper cathodes to KAZ Minerals Sales Limited (“KSL”), which is related 
party of the Company and wholly owned subsidiary of KAZ Minerals PLC, the Company’s ultimate parent. KSL 
purchases the Company’s products, arranges transportation and markets and sells the output to customers located 
mainly in China, with some smaller sales volumes into Europe. Sales by KSL are made either on receipt of cash prior 
to delivery and transfer of title of goods, cash on delivery and transfer of title of goods or through letters of credit 
which are received from the customer’s bank. The Group monitors the credit quality of its significant customers on 
an ongoing basis and receivables that are neither past due nor impaired are considered of good credit quality.  

Sales are subject to provisional pricing and then final pricing adjustments. The Group and by extension the Company 
is therefore exposed to the residual final pricing adjustment for each sales transaction although such amounts are 
not considered material in the context of the Company’s overall revenues. The Company believes that the credit risk 
relating to balances receivable from KSL is limited to the overall credit exposure of the KAZ Minerals PLC Group on 
customer receivables. The impairment requirements of IFRS 9 do not apply to the Company’s trade receivables 
subject to provisional pricing, which are measured at fair value through profit or loss.
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20. Financial risk management objectives and policies, continued 

(e) Credit risk, continued 

Credit risk relating to trade receivables, continued 

Risk for trade receivables by geographical regions  

As at 31 December 2020, one customer (2019: one customer) accounted for 99.0% (2019: 99.7%) of the trade and 
other receivables balance of the Company’s business.  

The maximum exposure to credit risk for trade receivables at 31 December by geographic areas was: 

Most of the Company’s trade receivables are not past due and expected to be received during normal course of 
business. No expected credit loss was recognised during 2020 and 2019. 

Credit risk related to cash and cash equivalents and long-term deposits 

Credit risk relating to the Company’s other financial assets, comprising principally cash and cash equivalents and 
long-term bank deposits, arises from the potential default of counterparties. Credit risk arising from balances with 
banks and financial institutions is managed by the KAZ Minerals PLC Group Treasury department in accordance with 
approved Treasury Policy. The Group’s cash management policies emphasise security and liquidity ahead of 
investment return. Investments of cash and deposits are made only with approved counterparties of high credit 
worthiness and within credit limits assigned to each counterparty.  

Exposures are measured against maximum credit limits assigned to each approved counterparty to ensure credit 
risk is effectively managed. The limits are set to minimise the concentration of risks and therefore mitigate any 
financial loss through potential counterparty failure 

Kazakhstan banks (mainly Halyk Bank) with credit ratings of Standard & Poor’s ‘BB’ and Moody’s ‘Ba1’ are 
considered for working capital cash management along with local branches of international financial institutions. The 
surplus funds in the United Kingdom are held primarily with major European and US financial institutions with 
minimum ratings of Standard & Poor’s ‘A+’ and Moody’s ‘Aa3’ rated liquidity funds. These limits are reviewed on a 
regular basis to take account of developments in financial markets and updated accordingly. 

Expected credit losses take into account the maturities of deposits and changes in observable inputs, such as the 
spread on credit default swaps, which may indicate changes in the probability of potential default of counterparties. 
There were no significant increases in credit risk since initial recognition and possible default events were considered 
over a period of 12 months after the reporting date. At 31 December 2020, an estimate under the expected credit 
losses method in respect of cash and cash equivalents and long-term deposits was found to be immaterial and no 
adjustment was made (2019: none). 

(f) Liquidity risk 

The Company’s objective is to maintain a balance between availability of funding and maximising investment return 
on its liquid resources through the use of liquid cash investments and debt facilities of varying maturities. 
Management regularly reviews the funding requirements of the Company in selecting appropriate maturities for its 
liquid cash investments. 

The Company’s policy is to centralise debt and surplus cash balances to the maximum extent possible.

KZT million 2020  2019  

Europe  67,403   114,784  

Kazakhstan  581   376  

Other  79   26  

  68,063   115,186  
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20. Financial risk management objectives and policies, continued 

(f) Liquidity risk, continued 

Maturity of financial liabilities 

The table below analyses the Company’s financial instruments, which will be settled on a gross basis, into relevant 

maturity groups based on the remaining period at the date of the statement of financial position to the contractual 

maturity date. The amounts disclosed in the table are the contractual undiscounted cash flows. 
 
 

KZT million 
 Less than  
3 months  

 3 to 12 
months  

 1 to 5 
years  

 More than 
5 years   Total  

At 31 December 2020      

Borrowings1  (29,828)  (28,464)  (210,270)  –   (268,562) 

Other liabilities  (12)  (38)  (191)  –   (241) 

Trade and other payables2  (12,185)  –   –   –   (12,185) 

  (42,025)  (28,502)  (210,461)  –   (280,988) 

At 31 December 2019      

Borrowings1  (43,441)  (41,371)  (276,087)  (78,259)  (439,158) 

Other liabilities  (13)  (38)  (203)  (38)  (292) 

Trade and other payables2  (11,897)  –   –   –   (11,897) 

  (55,351)  (41,409)  (276,290)  (78,297)  (451,347) 
 

1   Borrowings include expected future interest payments based on contracted margins and effective LIBOR rate at the balance sheet date. 

2   Trade and other payables exclude mineral extraction tax payable and other taxes payable that are not regarded as financial instruments. 

(g) Capital management 

The overriding objectives of the Company’s capital management policy are to safeguard and support the business 
as a going concern through the commodity cycle, to maximise returns to shareholders and benefits to other 
stakeholders and to maintain an optimal capital structure in order to reduce the Company’s cost of capital. 

At 31 December 2020, total capital employed (which comprises equity holders’ funds and loan payable to related 
party, excluding unpaid interest accrued thereon) of the Company amounted to KZT 653,573 million  
(2019: KZT 597,590 million). Total capital employed is the measure used by management in managing capital. 

21. Commitments and contingencies 

(a) Legal claims 

In the ordinary course of business, the Company is subject to legal actions and complaints. Management believes 
that the ultimate liability, if any, arising from such actions or complaints will not have a materially adverse effect on 
the financial condition or results of operations of the Company. As of 31 December 2020 and 2019, the Company 
was not involved in any significant legal proceedings, including arbitration, which may crystallise a material financial 
loss for the Company. 

(b) Taxation contingencies 

(i) Inherent uncertainties in interpreting tax legislation 

The Company is subject to uncertainties relating to the determination of its tax liabilities and the timing of recovery 
of tax refunds. Kazakhstan tax and customs legislation are in a state of continuous development and therefore are 
subject to frequent changes and varying interpretations. Management’s interpretation of tax legislation as applied to 
the transactions and activities of the Company may not coincide with that of the tax authorities. As a result, the tax 
authorities may challenge transactions and the Company may be assessed with additional taxes, penalties and fines, 
or refused refunds, which could have a material adverse effect on the Company’s financial performance or position. 

(ii) Tax audits 

Historical tax years remain open for inspection during a tax audit. The tax authorities in Kazakhstan are able to raise 
additional tax assessments for five years after the end of the relevant tax period in respect of all taxes. The Company 
is expected to undergo routine tax audits which could give rise to substantial tax assessments. As such, additional 
tax payments could arise for the Company.
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21. Commitments and contingencies, continued 

(b) Taxation contingencies, continued 

(iii) Transfer pricing 

Kazakhstan transfer pricing legislation provides clarity on various aspects of transfer pricing, including the use of 
LME and LBMA prices as the basis of market prices, quotation periods to be used for the sale and purchase of traded 
commodities and the acceptability of discounts with reference to LME/LBMA prices when transacting in traded 
commodities. Notwithstanding these amendments, management have recognised a provision for the amounts that 
represent management’s best estimate of the probable cash payments that will be required to settle any residual 
transfer pricing exposures based on management’s interpretation of the transfer pricing legislation and the prevailing 
status of discussions with the tax authorities. The risk remains that the tax authorities may take a different position 
with regard to the interpretation of the transfer pricing legislation, and amendments thereof, and the outcome of 
discussions with the Kazakhstan tax authorities may be materially different from management’s expectations. 

(iv) Possible additional tax liabilities 

Management believes that the Company is in substantial compliance with the tax laws promulgated in Kazakhstan 
and any contractual terms entered into that relate to tax which affect its operations and that, consequently, no 
additional material tax liabilities will arise. However, due to the reasons set out above, the risk remains that the 
relevant tax authorities may take a differing position with regard to the interpretation of contractual provisions or tax 
law (inclusive of corporate income taxes, withholding tax, value added tax and subsoil use taxes). 

The resulting effect of any positions taken by the tax authorities that differ from those of management is that additional 
tax liabilities may arise or the timing of refunds due may take longer than expected or may be refused. However, due 
to the inherent nature of uncertain tax positions despite the approach adopted by the Company, as described above, 
it is not practical for management to estimate the financial effect of the timing of tax refunds and of additional tax 
liabilities, if any, together with any associated penalties and charges for which the Company may be liable that may 
arise from different interpretations applied by the tax authorities. 

Management does not believe that there are material uncertain tax positions at 31 December 2020. 

(c) Environmental contingencies 

Environmental regulations, including emissions legislation, in Kazakhstan are continually evolving. The outcome of 
environmental regulations under proposal or any future environmental legislation cannot be reliably estimated at 
present.  As obligations are determined, they will be provided for in accordance with the Company’s accounting 
policies. Management believes that there are no significant liabilities under current legislation not accrued for in the 
Company’s financial statements, however, they recognise that the environmental regulators in Kazakhstan may take 
a differing position with regard to the interpretation of environmental legislation. The resulting effect is that additional 
environmental liabilities may arise however, due to the range of uncertainties, it is not practical for management to 
estimate any further potential exposures. 

The provision that was made for costs associated with restoration and abandonment of mine sites upon depletion of 
deposits (note 17), is based upon the estimation of the Company’s specialists or external consultants. Where events 
occur that change the level of estimated future costs for these activities, the provision will be adjusted accordingly. 

(d) Use of subsoil and exploration rights 

In Kazakhstan, all subsoil reserves belong to the State, with the Ministry of Investments and Infrastructure 
Development (the ‘Ministry’) granting exploration and production rights to third party bodies. Subsoil and exploration 
rights are not granted in perpetuity, and any renewal must be agreed before the expiration of the relevant contract or 
license. These rights may be terminated by the Ministry if the Company does not satisfy its contractual obligations. 

The work program related to subsoil use contract № 2494 dated 26 November 2007 on extraction of copper ore was 
approved by the Ministry on 27 December 2017. At 31 December 2020, the minimum spending requirements under 
the new work program established in the subsoil use contract were achieved. 

(e) Capital expenditure commitments 

The Company has capital expenditure commitments for the purchase of property, plant and equipment. The total 
commitments for property, plant and equipment as at 31 December 2020 amounted to KZT 10,144 million  
(2019: KZT 2,951 million). 
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21. Commitments and contingencies, continued 

(f) Lease commitments 

The Company has elected not to recognise right-of-use assets and lease liabilities for leases which have low value, 
or short-term leases with a duration of 12 months or less. The payments associated with such leases are charged 
directly to the income statement on a straight-line basis over the lease term. During the year, the expense associated 
with the Company’s short-term contracts for leased assets within the scope of IFRS 16 ‘Leases’, including certain 
mining related equipment and vehicles, as well as the associated commitment for short-term lease contracts at  
31 December 2020, was not material. 

22. Related party transactions 

(a) Control relationships 

The Company’s immediate parent company is KAZ Minerals Bozshakol B.V., an entity incorporated and registered 
at Strawinskylaan 453, Amsterdam, Netherlands.  

The ultimate controlling party is the ultimate parent undertaking, KAZ Minerals PLC, which is incorporated in the 
United Kingdom and heads the Group in which the results of the Company are consolidated. The consolidated 
financial statements of this Group are publicly available and may be obtained from: 

Company Secretary 

KAZ Minerals PLC 

6th Floor 

Cardinal Place 

100 Victoria Street 

London  

SW1E 5JL 

United Kingdom 

(b) Transactions with related parties 

The following table provides the total amount of transactions, excluding long term borrowings (note 16), which were 
entered into with related parties for the relevant financial period:  

 

KZT million 
Sales to 

related parties 

Purchases 
from related 

parties 

Amounts owed 
by related 

parties 

Amounts owed 
to related 

parties 

2020                 

KAZ Minerals PLC Group entities  380,206   7,112   68,244   502  

Other related parties  5   5,862   197   496  

2019     

KAZ Minerals PLC Group entities   282,765   4,788   115,421   701  

Other related parties    3,779   390   229  

KAZ Minerals PLC Group entities 

KSL enters into sales contracts with end customers. The Company, in turn, enters into contracts with KSL to provide 
the products being sold. The price at which sales are made by the Company to KSL is based on the prevailing price 
of commodities as determined by the LME market prices.  

Other related parties 

The Company also enters into tolling arrangements with Kazakhmys Smelting, a related party of the KAZ Minerals 
PLC Group, for the tolling of some of its concentrate into copper cathodes, gold and silver bars. 
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22. Related party transactions, continued 

(c) Key management personnel 

Compensation for key management personnel comprises the following: 

 
KZT million 2020 2019 

Salaries   328           232  

Annual bonuses  35            28  

Benefits  175           160  

  538           420  

23. Summary of significant accounting policies 

The following significant accounting policies were applied in the preparation of the financial statements. These 
accounting policies were applied consistently to all periods presented in these financial statements. 

(a) Foreign currency translation 

The functional currency for the Company is determined as the currency of the primary economic environment in 
which it operates. The functional currency of the Company is Kazakhstan tenge (‘KZT’) as the majority of the 
operating activities are conducted in Kazakhstan tenge. Transactions in currencies other than the functional currency 
are initially recorded at the functional currency rate ruling at the date of the transaction.  

Monetary assets and liabilities denominated in foreign currencies are retranslated at the rate of exchange ruling at 
the statement of financial position date. Exchange gains and losses on settlement of foreign currency transactions 
translated at the rate prevailing at the date of the transactions, or the translation of monetary assets and liabilities at 
period end exchange rates, are taken to the statement of total comprehensive income.  

Transactions denominated in foreign currencies and that result in the recognition of non-monetary assets and 
liabilities are translated to the functional currency at the foreign exchange rate ruling at the date of each transaction. 

The following foreign exchange rates against the Kazakhstan tenge were used in the preparation of the financial 
statements: 
safs fds fsfs fsdfsdfsdfs fsfdsdf 
  2020   2019  

 Spot Average Spot Average 

US dollar (USD)   420.71   412.95  381.18 382.75 

EUR  516.13   471.44  426.85 428.51 

Russian rouble  5.65   5.73  6.17 5.92 
 

(b) Property, plant and equipment 

(i) Initial measurement 

Property, plant and equipment is stated at cost less accumulated depreciation and impairment losses. The cost of 
an item of property, plant and equipment comprises its purchase price and any costs directly attributable to bringing 
it into working condition for its intended use. The cost of self-constructed assets includes the cost of materials, direct 
labour and an appropriate proportion of production overheads. 

(ii) Depreciation 

The cost of each item of property, plant and equipment is depreciated over its useful life to its estimated residual 
value. Each item’s estimated useful life has due regard to both its own physical life limitations and the present 
assessment of economically recoverable reserves of the mine property at which the item is located. Estimates of 
remaining useful lives and residual values are made on a regular basis for all mine buildings, plant and equipment, 
with annual reassessments for major items. Depreciation is charged to the statement of comprehensive income on 
a straight-line basis over the estimated useful life of the individual asset to its estimated residual value.  

Depreciation commences on the date the assets are ready for use within the business. Freehold land is not 
depreciated. 

The expected useful lives are as follows: 

Buildings  15-40 years; 
Plant and equipment  4-25 years; 
Other    3-15 years.
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23. Summary of significant accounting policies, continued 

(b) Property, plant and equipment, continued 

(iii) Construction in progress 

Assets in the course of construction are capitalised as a separate component of property, plant and equipment. On 
completion, the cost of construction is transferred to the appropriate category. 

Construction in progress is not depreciated. 

(iv) Repairs and maintenance 

Expenditure incurred to replace a component of an item of property, plant and equipment that is accounted for 
separately, is capitalised with the carrying amount of the replaced component being written off. Repairs and 
maintenance expenditure, including major overhauls which are infrequent, are capitalised if additional future 
economic benefits will arise from the expenditure. All other repairs and maintenance expenditure is recognised in the 
statement of comprehensive income as incurred. 

(c) Mining assets 

(i) Mineral licenses and properties 

Costs of acquiring mineral licenses and properties are capitalised on the statement of financial position in the year in 
which they are incurred. Costs associated with a start-up period for significant developments are capitalised during 
the commissioning period (development expenditure) where the asset is incapable of operating at normal levels 
without a commissioning period. Mineral licenses and properties are amortised over the remaining life of the mine 
using a unit of production method.  

The unit of production method is the ratio of commodity production in the period to the estimated quantities of 
commercial reserves over the life of the mine (using proved and probable mineral reserves as determined by JORC 
on an annual basis) based on the estimated economically recoverable reserves to which they relate. Changes in 
estimates, which affect unit of production calculations, are accounted for prospectively.  

(ii) Mine development costs 

Mine development costs are incurred to obtain access to proved reserves or mineral-bearing ore deposits and to 
provide facilities for extracting, lifting, and storing minerals. Such costs are, upon commencement of production, 
amortised over the remaining life of the mine using a unit of production method. 

(iii) Mine stripping costs 

Mine stripping costs incurred in order to access the mineral-bearing ore deposits are deferred prior to the 
commencement of production. Such costs are amortised over the remaining life of the mine using a unit of production 
method. The ongoing mining and development of the open-pit mines is generally performed via a succession of 
individual phases. The costs of extracting material from an open-pit mine are generally allocated between ore and 
waste stripping in proportion to the tonnes of waste and ore material extracted (the stripping ratio). The waste 
stripping costs are generally absorbed into inventory and expensed as that inventory is processed and sold. Where 
the stripping costs relate to a waste stripping campaign which is expected to provide improved access to an 
identifiable component of the ore body, the costs of removing waste in order to improve access to that part of the ore 
body will be capitalised within mining assets. The capitalised costs will then be amortised in a systematic manner 
over the reserves that directly benefit from the specific stripping activity. Changes to the stripping ratio arising from 
changes to mine plans or mineral reserves are regarded in changes in estimates and are accounted for prospectively. 

(d) Impairment 

The carrying values of mining assets and property, plant and equipment are assessed for impairment when indicators 
of such impairment exist. In performing impairment reviews, assets are categorised into the smallest identifiable 
groups (cash generating units) that generate cash flows independently. If any indication of impairment exists an 
estimate of the asset’s recoverable amount is calculated. 

If the carrying amount of the asset exceeds its recoverable amount, the asset is impaired, and an impairment loss is 
charged to the statement of comprehensive income so as to reduce the carrying amount to its recoverable amount. 
Impairment losses are recognised in the statement of comprehensive income in those expense categories consistent 
with the function of the impaired asset. 

An assessment is made at each reporting date as to whether there is any indication that previously recognised 
impairment losses may no longer exist or may have decreased. If such indication exists, the Company makes an 
estimate of the recoverable amount. 
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23. Summary of significant accounting policies, continued 

(d) Impairment, continued 

(i) Calculation of recoverable amount 

The recoverable amount of an asset or CGU is the greater of its value in use and fair value less costs to sell. In 
assessing value in use, the estimated future cash flows of the asset or CGU in its present condition, 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. In determining fair value less cost to sell, consideration will be given to 
whether the value of the asset or CGU can be determined from an active market (e.g. recognised exchange) or from 
a binding sale agreement which are classified as level 1 in the fair value hierarchy under IFRS 13 ‘Fair Value 
Measurements’. Where this is not determinable, fair value less costs to sell for a CGU is usually estimated with 
reference to a discounted cash flow model, similar to the method used for value in use, but may include estimates of 
future production, revenues, costs and capital expenditure not currently included in the life of mine plan.  

Additionally, cash flow estimates include the impact of tax and are discounted using a post-tax discount rate. An 
estimate made on this basis is classified as level 3 in the fair value hierarchy. 

(ii) Reversals of impairment 

A previously recognised impairment loss is reversed only if there was a change in the estimates used to determine 
the asset’s recoverable amount since the last impairment loss was recognised. If this is the case, the carrying amount 
of the asset is increased to its recoverable amount. An 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 for the asset in prior years. Such reversals are recognised 
in the statement of comprehensive income. 

(e) Inventories 

Inventories are valued at the lower of cost and net realisable value. Cost includes all costs incurred in the normal 
course of business in bringing each product to its present location and condition. Cost is determined on the following 
bases: 

• raw materials and consumables are valued at cost on a first-in, first-out (FIFO) basis; and  

• work in progress and finished goods are valued at the cost of production, including the appropriate proportion 
of depreciation, labor and overheads based on normal operating capacity. The cost of work in progress and 
finished goods is based on the weighted average cost method. 

Net realisable value represents estimated selling price in the ordinary course of business less any further costs 
expected to be incurred to completion and disposal. Inventory, usually stockpiled ore that was extracted, which is not 
expected to be processed within 12 months of the balance sheet date and is considered to fall outside of the normal 
operating cycle of the operation, is included within non-current assets. 

(f) Cash and cash equivalents 

Cash and cash equivalents comprise cash at bank and in hand, short-term deposits held on call or with original 
maturities which on inception are three months or less, and highly liquid investments that are readily convertible into 
known amounts of cash and which are subject to insignificant risk of changes in value. 

(g) Borrowings  

Borrowings are initially recognised at the fair value of the consideration received less directly attributable transaction 
costs. After initial recognition, borrowings are subsequently measured at amortised cost using the effective interest 
method. 

(h) Social responsibility costs 

The Company contributes towards social programmes for the benefit of the local community at large. The Company’s 
contributions towards these programmes are expensed to the statement of comprehensive income at the point when 
the Company is committed to the expenditure. 

(i) Provisions 

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a past 
event, and it is probable that an outflow of resources will be required to settle the obligation and a reliable estimate 
can be made of the amount. If the effect of the time value of money 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. Where discounting is used, the increase in 
the provision due to the passage of time is recognised as a finance cost.



KAZ Minerals Bozshakol LLC 

Notes to the financial statements for the year ended 31 December 2020 

 

28 

23. Summary of significant accounting policies, continued 

(i) Provisions, continued 

(i) Site restoration costs 

Site restoration provisions are made in respect of the estimated future costs of closure and restoration, and for 
environmental rehabilitation costs (which include the dismantling and demolition of infrastructure, removal of residual 
materials and remediation of disturbed areas) in the accounting period when the related environmental disturbance 
occurs. The provision is discounted where material and the unwinding of the discount is included in finance costs. 
Over time, the discounted provision is increased for the change in present value based on the discount rates that 
reflect current market assessments and the risks specific to the liability.  

At the time of establishing the provision, a corresponding asset is capitalised where it gives rise to a future benefit 
and depreciated over from the remaining life of the mine to which it relates using a unit of production method. The 
provision is reviewed on an annual basis for changes in cost estimates, discount rates or life of operations. Any 
change in restoration costs or assumptions will be recognised as additions or charges to the corresponding asset 
and provision when they occur. For permanently closed sites, changes to estimated costs are recognised immediately 
in the statement of comprehensive income. 

(ii) Other 

Other provisions are accounted for when the Company has a legal or constructive obligation for which it is probable 
there will be an outflow of resources and for which the amount can be reliably estimated. 

(j) Revenue 

Revenue mainly represents the income arising from the sale of Company’s mineral products and is measured at the 
transaction price it expects to receive. The Company’s products are priced with reference to LME for copper, or 
LBMA, for gold and silver, market prices. The prices achieved for the sale of copper and silver are reduced by 
contractually determined treatment and refining charges (TC/RCs), which are usually agreed annually in advance 
and with reference to market rates.  

Revenue is recognised when the Company has satisfied its contractual performance obligations to customers, which 
generally require the delivery of an agreed quantity of a metal product to a specified location. Revenue is recognised 
as control of the material, including legal title and the risks and rewards of ownership have transferred to the customer 
and the Company has no other performance obligations. Delivery contractual terms to customers, which are in line 
with Incoterms are usually denoted as Free-on-Board (FOB) or Deliver-at-Place (DAP). Under these Incoterms, the 
Company’s performance obligation ends with the delivery of material to the named location. For the majority of the 
sales, the Company is entitled to receipt of amounts on delivery of the product to the customer.  

Most of the sales agreements for the Company’s mineral products are provisionally priced, whereby the selling price 
is subject to final adjustment at the end of a quotation period (typically one to three months), based on the average 
LME/LBMA market price for the period stipulated in the contract. At each reporting date, provisionally priced metal 
sales are marked-to-market using forward prices aligned with the quotation period (up to a maximum of two months), 
with any gains and losses are recorded in revenue in the statement of total comprehensive income and in trade 
receivables in the balance sheet. 

Copper concentrate (including any contained by-products) is subject to final volume adjustments based on 
independent laboratory confirmation of volumes produced, compared to volumes estimated at the time of pricing. 
Revenue recognised from the sale of copper concentrate is restricted to the extent that a material reversal in revenue 
resulting from final volume adjustments will not occur in a subsequent period. In applying the restriction, the Company 
uses its experience in assessing whether material negative volume adjustments are likely to occur in the next 
reporting period. 

(k) Finance income 

Finance income comprises interest income on funds invested and foreign exchange gains. Interest income is 
recognised as it accrues, calculated in accordance with the effective interest rate method. 

(l) Finance costs 

Finance costs comprise interest on borrowings which are not capitalised under the Company’s borrowing costs policy 
(see note 23(o) below), the unwinding of discount on provisions and other liabilities and foreign exchange losses.
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23. Summary of significant accounting policies, continued 

(m) Borrowing costs 

Borrowing costs directly relating to the acquisition, construction or production of a qualifying capital project under 
construction are capitalised and added to the project cost during construction until such time as the assets are 
considered substantially ready for their intended use, i.e. when they are capable of commercial production. Where 
funds are borrowed specifically to finance a project, the amount capitalised represents the actual borrowing costs 
incurred. Where surplus funds are available for a short period of time from money borrowed specifically to finance a 
project, the income generated from the temporary investment of such amounts is also capitalised and deducted from 
the total capitalised borrowing costs. Where the funds used to finance a project form part of general borrowings, the 
amount capitalised is calculated using a weighted average of rates applicable to relevant general borrowings of the 
Company during the year.  

All other borrowing costs are recognised in the statement of comprehensive income in the period in which they are 
incurred using the effective interest rate method. 

Borrowing costs that represent avoidable costs not related to the financing arrangements of the development projects 
and are therefore not directly attributable to the construction of these respective assets are expensed in the period 
as incurred. These borrowing costs generally arise where the funds are drawn down under the Company’s financing 
facilities, whether specific or general, which are in excess of the near term cash flow requirements of the development 
projects for which the financing is intended, and the funds are drawn down ahead of any contractual obligation to do 
so.  

(n) Income tax 

Income tax for the year comprises current and deferred tax. Income tax is recognised in the statement of 
comprehensive income except to the extent that it relates to items charged or credited directly to equity, in which 
case it is recognised in equity.  

Current tax expense is the expected tax payable on the taxable income for the year and any adjustment to tax payable 
in respect of previous years. 

Deferred tax is provided using the balance sheet liability method, providing for temporary differences between the 
carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes.  

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the 
asset is realised or the liability is settled, based on the tax rates (and tax laws) that have been enacted or substantively 
enacted at the date of the statement of financial position. 

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available 
against which the asset can be utilised and in combination with other deferred tax assets. Deferred tax assets are 
reduced to the extent that it is no longer probable that the related tax benefit will be realised. 

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

Current and deferred income tax balances are based on the tax legislation. Where tax legislation may not be clear 
or result in uncertainty, the Company will determine its tax obligations and resulting income tax expense using an 
approach which it believes has a probable chance of being accepted by the tax authorities based on historical 
experience, legal advice and communication with the tax authorities, where appropriate. Where the Company adopts 
an approach to an uncertain tax position that it regards as having a less than probable chance of being accepted by 
the tax authorities, the income tax expense and resulting income and deferred tax balances are adjusted to reflect 
this uncertainty using either the most likely outcome method or the expected value method. 

(o) Financial instruments 

The Company recognises financial assets and liabilities on its statement of financial position when it becomes a party 
to the contractual provisions of the instrument. 

(i) Financial assets 

Classification and initial measurement 

Financial assets within the scope of IFRS 9 are classified as financial assets at amortised cost, fair value through 
profit or loss or fair value through other comprehensive income. The Company determines this classification at initial 
recognition depending on the business model for managing the financial asset and the contractual terms of the cash 
flows.
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23. Summary of significant accounting policies, continued 

(o) Financial instruments, continued 

(i) Financial assets, continued 

The Company’s financial assets include cash and cash equivalents, trade and other receivables and long-term bank 
deposits. 

When financial assets are initially recognised, they are measured at fair value being the consideration given or 
received plus directly attributable transaction costs. Any gain or loss at initial recognition is recognised in the 
statement of total comprehensive income. 

The Company’s financial assets measured at amortised cost are held for the collection of contractual cash flows 
where those cash flows have specified dates and represent solely payments of principal and interest, such as cash 
and cash equivalents or trade receivables that are not based on listed commodity metal prices or subject to 
provisional pricing.  

Classification and initial measurement, continued 

The Company’s financial assets measured at fair value through profit or loss are those financial assets where the 
contractual cash flows do not represent solely payments of principal and interest, such as trade receivables which 
are priced with reference to LME or LBMA prices and are subject to provisional pricing.  

Subsequent measurement 

Financial assets held for the collection of contractual cash flows that are solely payments of principal and interest 
(and classified as amortised cost) are subsequently measured at amortised cost using the effective interest rate 
method (‘EIR’). Amortised cost is calculated by any discount or premium on acquisition and fees or costs that are an 
integral part of the EIR. The EIR amortisation is included in finance income in the income statement. Allowance for 
impairment is estimated on a case-by-case basis. 

Almost all sales agreements for the Company’s mineral products are provisionally priced based on the LME/LBMA 
market price for the relevant quotation period stipulated in the contract (refer to the revenue accounting policy). At 
each reporting date, provisionally priced metal sales are marked-to-market using the relevant forward prices aligned 
with the quotation period. A gain or loss on a trade receivable which is priced based on listed metal prices, being a 
financial asset measured at fair value through profit or loss, is recognised in within revenue in the statement of total 
comprehensive income in the period in which it arises. 

Derecognition 

A financial asset is derecognised when the Company loses control over the contractual rights that comprise that 
asset. This occurs when the rights are realised, expire or are surrendered. 

Impairment of financial assets 

The Company assesses on a forward looking basis the expected credit losses that might arise on financial assets 
measured at amortised cost. This assessment considers the probability of a default event occurring that could result 
in the expected cash flows due from a counterparty falling short of those contractually agreed. 

Expected credit losses are estimated for default events possible over the lifetime of a financial asset measured at 
amortised cost. However, where the financial asset is not a trade receivable measured at amortised cost and there 
were no significant increases in that financial asset’s credit risk since initial recognition, expected credit losses are 
estimated for default events possible within 12 months of the reporting date.  

(ii) Financial liabilities 

Classification and initial measurement 

Financial liabilities within the scope of IFRS 9 are classified as financial liabilities at amortised cost or fair value 
through profit or loss. The Company determines the classification of its financial liabilities at initial recognition. 

The Company’s financial liabilities include borrowings, trade and other payables and other liabilities, which are 
classified as amortised cost. Trade payables may be designated and measured at fair value through profit or loss 
when doing so eliminates or significantly reduces a measurement or recognition inconsistency that would otherwise 
arise from measuring assets or liabilities on a different basis. 

All financial liabilities are recognised initially at fair value while financial liabilities at amortised cost additionally include 
directly attributable transaction costs.
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23. Summary of significant accounting policies, continued 

(o) Financial instruments, continued 

(ii) Financial liabilities, continued 

Subsequent measurement 

Borrowings, trade and other payables and other financial liabilities are subsequently measured at amortised cost 
using the EIR method after initial recognition. Gains and losses are recognised in the statement of total 
comprehensive income through the EIR amortisation process. Amortised cost is calculated by taking into account 
any discount or premium on acquisition and fees or costs that are an integral part of the EIR. The EIR amortisation 
is included in finance costs in the statement of total comprehensive income. 

A gain or loss on a financial liability measured at fair value through profit or loss is recognised in the statement of 
total comprehensive income in the period in which it arises.  

Subsequent measurement, continued 

Where the Company enters into derivative contracts that are not hedging instruments in hedge relationships as 
defined by IFRS 9, these are carried on the balance sheet at fair value with subsequent changes recognised in 
finance income or finance costs in the statement of total comprehensive income. 

Derecognition 

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires. When 
an existing financial liability is replaced by another on substantially different terms, or the terms of an existing liability 
are substantially modified, such an exchange or modification is treated as a derecognition of the original liability and 
the recognition of a new liability, and the difference in the respective carrying amounts is recognised in the statement 
of total comprehensive income. 

(iii) Offsetting of financial instruments 

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

(iv) Fair value of financial instruments 

At each reporting date, the fair value of financial instruments that are traded in active markets is determined by 
reference to quoted market prices, without any deduction for transaction costs. For financial instruments not traded 
in an active market, the fair value is determined using appropriate valuation techniques. Such techniques may include 
using recent arm’s length market transactions, reference to the current fair value of another instrument that is 
substantially the same, discounted cash flow analysis or other valuation models. 

 

 








































































