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STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2020
(In thousands of tenge)

The accompanying notes on pages 5 to 35 are an integral part of these financial statements.
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Notes 2020 2019
Interest revenue calculated using effective interest rate
Interest revenue on loans to customers 3,109,920 2,973,418
Interest revenue on amounts due from credit institutions 21,945 2,222

3,131,865 2,975,640

Interest expense on amounts due to credit institutions (1,206,125) (990,624)
Other interest expense 8 (8,329) (16,493)
Net interest income 1,917,411 1,968,523

Credit loss expense 13 (27,582) (188,319)
Net interest income after credit loss expense 1,889,829 1,780,204

Loss on modification of financial liabilities not resulting in
derecognition 10 (44,546) –

Net losses from foreign currencies:
- translation differences (14,066) (9,692)
- dealing (12,849) (9,994)
Other income 11,547 18,597
Operating expenses 14 (1,355,959) (1,282,465)
Other expenses (3,015) (4,990)
Profit before corporate income tax expense 470,941 491,660

Corporate income tax expense 11 (100,962) (109,047)
Profit for the year 369,979 382,613

Other comprehensive income for the year – –
Total comprehensive income for the year 369,979 382,613
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STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2020
(In thousands of tenge)

The accompanying notes on pages 5 to 35 are an integral part of these financial statements.
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Charter
capital

Retained
earnings

Total
equity

As at 1 January 2019 341,297 933,951 1,275,248
Total comprehensive income for the year – 382,613 382,613
As at 31 December 2019 341,297 1,316,564 1,657,861

Total comprehensive income for the year – 369,979 369,979
Contribution to the charter capital (Note 12) 212,500 – 212,500
As at 31 December 2020 553,797 1,686,543 2,240,340
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STATEMENT OF CASH FLOWS
For the year ended 31 December 2020
(In thousands of tenge)

The accompanying notes on pages 5 to 35 are an integral part of these financial statements.
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Notes 2020 2019
Cash flows from operating activities
Profit before corporate income tax expense 470,941 491,660

Adjustments for:
Depreciation and amortisation 14 125,504 96,765
Accrued interest income (3,131,865) (2,975,640)
Accrued interest expense 1,214,454 1,007,117
Credit loss expense 13 27,582 188,319
Loss on modification of financial liabilities not resulting in

derecognition 10 44,546 –
Accrued expenses on unused vacations and other payroll accruals 9,968 19,077
Unrealised losses from foreign currencies 14,066 9,692
Loss on disposal of property and equipment 1,394 610
Other expenses 1,483 2,133
Cash flows used in operating activities before changes in

operating assets and liabilities (1,221,927) (1,160,267)

Net (increase)/decrease in operating assets
Loans to customers (1,245,781) (1,724,970)
Other assets (702) 796

Net decrease in operating liabilities
Other liabilities 20,102 20,653

(2,448,308) (2,863,788)

Interest received 3,138,861 2,881,241
Interest paid (1,128,497) (984,474)
Corporate income tax paid (69,983) (111,855)
Net cash flows used in operating activities (507,927) (1,078,876)

Cash flows from investing activities
Purchase of property and equipment (17,742) (65,843)
Purchase of intangible assets (14,509) (29,440)
Net cash flows used in investing activities (32,251) (95,283)

Cash flows from financing activities
Contribution to the charter capital 12 212,500 –
Proceeds from amounts due to credit institutions 20 1,436,754 2,550,599
Repayment of amounts due to credit institutions 20 (757,576) (1,268,583)
Repayment of leases liabilities 8 (95,422) (73,293)
Net cash flows from financing activities 796,256 1,208,723

Transfer to amounts due from credit institutions 6 (5,250) –
Effect of exchange rates changes on cash and cash equivalents (17,099) (10,537)
Effect of expected credit losses on cash and cash equivalents (311) (2,589)
Net increase in cash and cash equivalents 233,418 21,438

Cash and cash equivalents, as at 1 January 424,995 403,557
Cash and cash equivalents, as at 31 December 5 658,413 424,995
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(In thousands of tenge, unless otherwise indicated)
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1. Principal activities
Microfinance organization “Asian Credit Fund” Limited Liability Company (hereinafter – the “Company”) was registered on
27 October 2005, and is carrying out its activities in the territory of the Republic of Kazakhstan. On 29 December 2014,
the Company was re-registered in connection with the decision of its participants on changing the name of the Company from
Microcredit organization “Asian Credit Fund” Limited Liability Company to Microfinance organization “Asian Credit Fund”
Limited Liability Company as per requirement of the Law of Republic of Kazakhstan On Microfinance Organizations.
The Company’s activities are supervised and regulated by the Agency of the Republic of Kazakhstan for Regulation and
Development of Financial Market (hereinafter – the “Agency”).

The Company’s principal activity is granting micro loans to customers. As at 31 December 2020, the Company had 7 branches
and 50 outlets in the Republic of Kazakhstan (as at 31 December 2019: 7 branches and 51 outlets).

The Company’s head office is located at 60 Auezov Str., Almaty, the Republic of Kazakhstan.

The ultimate shareholder of the Company is BOPA Pte LTD. Participatory shares in the Company are distributed as follows:

Ownership, %
Name 2020 2019

BOPA Pte LTD 98.32 98.10
Karavella Invest LLP 1.68 1.90

100.00 100.00

2. Basis of preparation
These financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS”).

The financial statements are prepared under the historical cost convention except as disclosed in accounting policies below.

The financial statements are presented in thousands of tenge (“tenge” or “KZT”), unless otherwise indicated.

Effect of COVID-19 pandemic

Due to the rapid spread of COVID-19 pandemic in 2020 many governments, including the Republic of Kazakhstan
Government, have introduced various measures to combat the outbreak, including travel restrictions, quarantines, closure of
business and other venues and lockdown of certain areas. These measures have affected the global supply chain, demand for
goods and services, as well as the scale of business activity. It is expected that the pandemic itself as well as the related public
health and social measures may contninue to influence the business of entities in a wide range of industries.

Support measures were introduced by the Government and the Agency to counter the economic downturn caused by the
COVID-19 pandemic. These measures include, among others, subsidised lending to affected industries and individuals,
payment holidays and easing of certain regulatory restrictions to help the financial sector maintain its capabilities to provide
resources and to help customers avoid liquidity shortages as a result of the COVID-19 containment measures.

The Company continues to assess the effect of the pandemic and changing economic conditions on its activities, financial
position and financial results.

3. Summary of accounting policies

Changes in accounting policies

Amendments effective since 1 January 2020 were applied but do not have an impact on the financial statements of the
Company are is described below:

Amendments to IFRS 3: Definition of a Business

The amendment to IFRS 3 clarifies that to be considered a business, an integrated set of activities and assets must include, at
a minimum, an input and a substantive process that together significantly contribute to the ability to create output.
Furthermore, it clarified that a business can exist without including all of the inputs and processes needed to create outputs.
These amendments had no impact on the financial statements of the Company, but may impact future periods should
the Company enter into any business combinations.
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(In thousands of tenge, unless otherwise indicated)
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3. Summary of accounting policies (continued)

Changes in accounting policies (continued)

Amendments to IFRS 7, IFRS 9 and IAS 39: Interest Rate Benchmark Reform

The amendments to IFRS 7, IFRS 9 and IAS 39 Financial Instruments: Recognition and Measurement provide certain relief, which
applies to all hedging relationships that are directly affected by interest rate benchmark reform. A hedging relationship is
affected if the reform gives rise to uncertainties about the timing and or amount of benchmark-based cash flows of the hedged
item or the hedging instrument. These amendments had no impact on the financial statements of the Company as it does not
have any interest rate hedge relationships.

Amendments to IAS 1 and IAS 8: Definition of Material

The amendments provide a new definition of material that states “information is material if omitting, misstating or obscuring
it could reasonably be expected to influence 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 amendments clarify that materiality will depend on the nature or magnitude of information, either individually or in
combination with other information, in the context of the financial statements. A misstatement of information is material if
it could reasonably be expected to influence decisions made by the primary users. These amendments had no impact on the
financial statements of, nor is there expected to be any future impact to the Company.

Conceptual Framework for Financial Reporting issued on 29 March 2018

The Conceptual Framework is not a standard, and none of the concepts contained therein override the concepts or requirements
in any standard. The purpose of the Conceptual Framework is to assist the IASB in developing standards, to help preparers
develop consistent accounting policies where there is no applicable standard in place and to assist all parties to understand
and interpret the standards.

The revised Conceptual Framework includes some new concepts, provides updated definitions and recognition criteria for assets
and liabilities and clarifies some important concepts. These amendments had no impact on the financial statements of the
Company.

Fair value measurement

Information about fair values of financial instruments measured at amortised costs is disclosed in Note 17.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. The fair value measurement is based on the presumption that the transaction to
sell the asset or transfer the liability takes place either:

 In the principal market for the asset or liability; or

 In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible by the Company. The fair value of an asset or a liability is
measured using the assumptions that market participants would use when pricing the asset or liability, assuming that market
participants act in their economic best interest. A fair value measurement of a non-financial asset takes into account a market
participant’s ability to generate economic benefits by using the asset in its highest and best use or by selling it to another
market participant that would use the asset in its highest and best use.

The Company uses valuation techniques that are appropriate in the circumstances and for which sufficient data are available to
measure fair value, maximising the use of relevant observable inputs and minimising the use of unobservable inputs. All assets
and liabilities for which fair value is measured or disclosed in the financial statements are categorised within the fair value
hierarchy, described as follows, based on the lowest level input that is significant to the fair value measurement as a whole:

 Level 1 – quoted (unadjusted) market prices in active markets for identical assets or liabilities;

 Level 2 – valuation techniques for which the lowest level input that is significant to the fair value measurement is
directly or indirectly observable;

 Level 3 – valuation techniques for which the lowest level input that is significant to the fair value measurement is
unobservable.

For assets and liabilities that are recognised in the financial statements on a recurring basis, the Company determines whether
transfers have occurred between Levels in the hierarchy by re-assessing categorization (based on the lowest level input that is
significant to the fair value measurement as a whole) at the end of each reporting period.



Microfinance organization “Asian Credit Fund” Limited Liability Company Notes to the financial statements for 2020

(In thousands of tenge, unless otherwise indicated)
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3. Summary of accounting policies (continued)

Financial assets and liabilities

Initial recognition

Date of recognition

All normal course purchases and sales of financial assets and liabilities are recognised on the trade date i.e. the date that
the Company commits to purchase the asset or liability. Normal course purchases or sales are purchases or sales of financial
assets and liabilities that require delivery of assets and liabilities within the period generally established by regulation or
convention in the marketplace.

Initial measurement
The classification of financial instruments at initial recognition depends on their contractual terms and the business model for
managing the instruments. Financial instruments are initially measured at their fair value and, except in the case of financial
assets and financial liabilities recorded at fair value through profit or loss (FVPL), transaction costs are added to, or subtracted
from, this amount.

Measurement categories of financial assets and liabilities

The Company classifies all of its financial assets based on the business model for managing the assets and the asset’s
contractual terms, measured at either:

 Amortised cost;

 Fair value through other comprehensive income (FVOCI);

 FVPL.

The Company classifies and measures its derivative and trading portfolio at FVPL. The Company may designate financial
instruments at FVPL, if so doing eliminates or significantly reduces measurement or recognition inconsistencies.

Financial liabilities, other than loan commitments and financial guarantees, are measured at amortised cost or at FVPL when
they are held for trading, are derivative instruments or the fair value designation is applied.

Amounts due from credit institutions, loans to customers at amortised cost

The Company only measures amounts due from credit institutions, loans to customers and other financial investments at
amortised cost if both of the following conditions are met:

 The financial asset is held within a business model with the objective to hold financial assets in order to collect
contractual cash flows;

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

The details of these conditions are outlined below.

Business model assessment

The Company determines its business model at the level that best reflects how it manages groups of financial assets to achieve
its business objective.

The Company’s business model is not assessed on an instrument-by-instrument basis, but at a higher level of aggregated
portfolios and is based on observable factors such as:

 How the performance of the business model and the financial assets held within that business model are evaluated and
reported to the entity’s key management personnel;

 The risks that affect the performance of the business model (and the financial assets held within that business model)
and, in particular, the way those risks are managed;

 How managers of the business are compensated (for example, whether the compensation is based on the fair value of
the assets managed or on the contractual cash flows collected);

 The expected frequency, value and timing of sales are also important aspects of the Company’s assessment.
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3. Summary of accounting policies (continued)

Financial assets and liabilities (continued)

Initial measurement (continued)

Business model assessment (continued)

The business model assessment is based on reasonably expected scenarios without taking ‘worst case’ or ‘stress case’ scenarios
into account. If cash flows after initial recognition are realised in a way that is different from the Company’s original
expectations, the Company does not change the classification of the remaining financial assets held in that business model,
but incorporates such information when assessing newly originated or newly purchased financial assets going forward.

The SPPI test

As a second step of its classification process the Company assesses the contractual terms of financial asset to identify whether
they meet the SPPI test.

‘Principal’ for the purpose of this test is defined as the fair value of the financial asset at initial recognition and may change
over the life of the financial asset (for example, if there are repayments of principal or amortisation of the premium/discount).

The most significant elements of interest within a lending arrangement are typically the consideration for the time value of
money and credit risk. To make the SPPI assessment, the Company applies judgement and considers relevant factors such as
the currency in which the financial asset is denominated, and the period for which the interest rate is set.

In contrast, contractual terms that introduce a more than de minimis exposure to risks or volatility in the contractual cash
flows that are unrelated to a basic lending arrangement do not give rise to contractual cash flows that are solely payments of
principal and interest on the amount outstanding. In such cases, the financial asset is required to be measured at FVPL.

Reclassification of financial assets and liabilities
The Company does not reclassify its financial assets subsequent to their initial recognition, apart from the exceptional
circumstances in which the Company changes the business model for managing financial assets. Financial liabilities are never
reclassified. The Company did not reclassify any of its financial assets and liabilities in 2020.

Cash and cash equivalents

Cash and cash equivalents include cash, current accounts of the Company in the commercial banks, and highly liquid financial
assets with original maturities of less than 3 (three) months, which are not exposed to significant risk of changes in fair value
and are used by the Company to settle short-term liabilities. Cash and cash equivalents are recorded at amortised cost in the
statement of financial position.

Borrowings

Issued financial instruments or their components are classified as liabilities, where the substance of the contractual
arrangement results in the Company having an obligation either to deliver cash or another financial asset to the holder, or to
satisfy the obligation other than by the exchange of a fixed amount of cash or another financial asset for a fixed number of
own equity instruments. Such instruments include amounts due to credit institutions. After initial recognition, borrowings are
subsequently measured at amortised cost using the effective interest method. Gains and losses are recognised in profit or loss
when the borrowings are derecognised as well as through the amortisation process.

Leases

i. Company as a lessee
The Company applies a single recognition and measurement approach for all leases, except for short-term leases and leases
of low-value assets. The Company recognises lease liabilities to make lease payments and right-of-use assets representing
the right to use the underlying assets.
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3. Summary of accounting policies (continued)

Leases (continued)

i. Company as a lessee (continued)

Right-of-use assets

The Company recognises right-of-use assets at the commencement date of the lease (i.e., the date the underlying asset is
available for use). Right-of-use assets are measured at cost, less any accumulated depreciation and impairment losses, and
adjusted for any remeasurement of lease liabilities. The cost of right-of-use assets includes the amount of lease liabilities
recognised, initial direct costs incurred, and lease payments made at or before the commencement date less any lease incentives
received. Unless the Company is reasonably certain to obtain ownership of the leased asset at the end of the lease term,
the recognised right-of-use assets are depreciated on a straight-line basis over the shorter of its estimated useful life and
the lease term. Right-of-use assets are subject to impairment.

Lease liabilities

At the commencement date of the lease, the Company recognises lease liabilities measured at the present value of lease
payments to be made over the lease term. The lease payments include fixed payments (including in-substance fixed payments)
less any lease incentives receivable, variable lease payments that depend on an index or a rate, and amounts expected to be
paid under residual value guarantees. The lease payments also include the exercise price of a purchase option reasonably
certain to be exercised by the Company and payments of penalties for terminating a lease, if the lease term reflects
the Company exercising the option to terminate. The variable lease payments that do not depend on an index or a rate are
recognised as expense in the period on which the event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Company uses the incremental borrowing rate at the lease
commencement date if the interest rate implicit in the lease is not readily determinable. After the commencement date,
the amount of lease liabilities is increased to reflect the accretion of interest and reduced for the lease payments made. In
addition, the carrying amount of lease liabilities is remeasured if there is a modification, a change in the lease term, a change
in the in-substance fixed lease payments or a change in the assessment to purchase the underlying asset.

Short-term leases and leases of low-value assets

The Company applies the short-term lease recognition exemption to its short-term leases (i.e., those leases that have a lease
term of 12 months or less from the commencement date and do not contain a purchase option). It also applies the lease
of low-value assets recognition exemption to leases of office equipment that are considered of low value (i.e., below
KZT 2,100 thousand). Lease payments on short-term leases and leases of low-value assets are recognised as expense on a
straight-line basis over the lease term.

Offsetting of financial instruments

Financial assets and liabilities are offset and the net amount is reported in the statement of financial position when there is a
legally enforceable right to set off the recognised amounts and there is an intention to settle on a net basis, or to realize the
asset and settle the liability simultaneously. The right of set-off must not be contingent on a future event and must be legally
enforceable in all of the following circumstances:

 The normal course of business;

 The event of default; and

 The event of insolvency or bankruptcy of the entity and all of the counterparties.

These conditions are not generally met in master netting agreements, and the related assets and liabilities are presented gross
in the statement of financial position.

Renegotiated loans

Where possible, the Company seeks to restructure loans rather than to take possession of collateral. This may involve
extending the payment arrangements and the agreement of new loan conditions.
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3. Summary of accounting policies (continued)

Renegotiated loans (continued)

The Company derecognises a financial asset, such as a loan to a customer, when the terms and conditions have been
renegotiated to the extent that, substantially, it becomes a new loan, with the difference recognised as a derecognition gain or
loss, to the extent that an impairment loss has not already been recorded. The newly recognised loans are classified as Stage 1
for ECL measurement purposes, unless the new loan is deemed to be purchased or originated credit-impaired (POCI). When
assessing whether or not to derecognise a loan to a customer, amongst others, the Company considers the following factors:

 Change in currency of the loan;

 Change in counterparty;

 If the modification is such that the instrument would no longer meet the SPPI criterion.

If the modification does not result in cash flows that are substantially different, the modification does not result in
derecognition. Based on the change in cash flows discounted at the original effective interest rate, the Company records a
modification gain or loss, presented within interest revenue calculated using effective interest rate in the statement of
comprehensive income, to the extent that an impairment loss has not already been recorded.

For modifications not resulting in derecognition, the Company also reassesses whether here has been a significant increase in
credit risk or whether the assets should be classified as credit-impaired. Once an asset has been classified as credit-impaired
as the result of modification, it will remain in Stage 3 for a minimum 6-month probation period. In order for the restructured
loan to be reclassified out of Stage 3, regular payments of more than an insignificant amount of principal or interest have been
made during at least half of the probation period in accordance with the modified payment schedule.

Derecognition of financial assets and liabilities

Financial assets
A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is derecognised
where:

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

 The Company has transferred its rights to receive cash flows from the asset, or retained the right to receive cash flows
from the asset, but has assumed an obligation to pay them in full without material delay to a third party under a “pass-
through” arrangement; and

 The Company either (a) has transferred substantially all the risks and rewards of the asset, or (b) has neither transferred
nor retained substantially all the risks and rewards of the asset, but has transferred control of the asset.

Where the Company has transferred its rights to receive cash flows from an asset and has neither transferred nor retained
substantially all the risks and rewards of the asset nor transferred control of the asset, the asset is recognised to the extent of
the Company’s continuing involvement in the asset.

Write-off

Financial assets are written off either partially or in their entirety only when the Company has stopped pursuing the recovery.
If the amount to be written off is greater than the accumulated loss allowance, the difference is first treated as an addition to
the allowance that is then applied against the gross carrying amount. Any subsequent recoveries are credited to credit loss
expense. A write-off constitutes a derecognition event.

Financial liabilities
A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.

Where an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms
of an existing liability are substantially modified, such 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 profit or
loss.
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3. Summary of accounting policies (continued)

Taxation

Current corporate income tax expense is calculated in accordance with the tax legislation of the Republic of Kazakhstan.

Deferred corporate income tax assets and liabilities are calculated in respect of all temporary differences using the liability
method. Deferred corporate income taxes are provided for all temporary differences arising between the tax bases of assets
and liabilities and their carrying values for financial reporting purposes, except where the deferred corporate income tax arises
from the initial recognition of goodwill or of an asset or liability in a transaction that is not a business combination and, at the
time of the transaction, affects neither the accounting profit nor taxable profit or loss.

A deferred corporate tax asset is recorded only to the extent that it is probable that taxable profit will be available against
which the deductible temporary differences can be utilised. Deferred corporate tax assets and liabilities are measured at tax
rates that are expected to apply to the period when the asset is realised or the liability is settled, based on tax rates that have
been enacted or substantively enacted at the reporting date.

The Republic of Kazakhstan also has various operating taxes that are assessed on the Company’s activities. These taxes are
recorded in the statement of comprehensive income within Operating expenses.

Property and equipment

Property and equipment carried at cost, excluding the costs of day-to-day servicing, less accumulated depreciation and any
accumulated impairment. Such cost includes the cost of replacing part of equipment when that cost is incurred if the
recognition criteria are met.

Carrying values of property and equipment are reviewed for impairment when events or changes in circumstances indicate
that the carrying value may not be recoverable.

Depreciation of an asset begins when it is available for use. Depreciation is calculated on a straight-line basis over the following
estimated useful lives:

Years

Computer hardware 2.5-10
Vehicles 5-10
Office furniture and equipment 2-10

Asset’s residual values, useful lives and methods are reviewed, and adjusted as appropriate, at each financial year-end.

Costs related to repairs and renewals are charged when incurred and included in the statement of comprehensive income
within Operating expenses, unless they qualify for capitalisation.

Intangible assets

Intangible assets include computer software and are initially measured at cost.

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets acquired in a
business combination is fair value as at the date of acquisition. Following initial recognition, intangible assets are carried at
cost less any accumulated amortisation and any accumulated impairment losses. Intangible assets with finite lives are amortised
over the useful economic lives of 10 years and assessed for impairment whenever there is an indication that the intangible
asset may be impaired.

Provisions

Provisions are recognised when the Company has a present legal or constructive obligation as a result of past events, and it is
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable
estimate of the amount of obligation can be made.

Retirement and other employee benefit obligations

The Company does not have any pension arrangements separate from the State pension system of the Republic of Kazakhstan,
which requires current contributions by the employer calculated as a percentage of current gross salary payments; such expense
is charged in the period the related salaries are earned. In addition, the Company has no significant post-retirement benefits.
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3. Summary of accounting policies (continued)

Equity

Charter capital

Charter capital is classified as equity. Incremental costs directly attributable to the issue of additional charter capital are
recognised as a deduction from equity, net of any tax effects.

Dividends

Dividends are recognised as a liability and deducted from equity at the reporting date only if they are declared before or on
the reporting date. Dividends are disclosed when they are proposed before the reporting date or proposed or declared after
the reporting date but before the financial statements are authorised for issue.

Contingent assets and liabilities

Contingent liabilities are not recognised in the statement of financial position but are disclosed unless the possibility of any
outflow in settlement is remote. A contingent asset is not recognised in the statement of financial position but disclosed when
an inflow of economic benefits is probable.

Recognition of income and expenses

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Company and the revenue
can be reliably measured. The following specific recognition criteria must also be met before revenue is recognised:

Interest and similar revenue and expense

The Company calculates interest revenue on debt financial assets measured at amortised cost or at FVOCI by applying the
effective interest rate to the gross carrying amount of financial assets other than credit-impaired assets. Effective interest rate
is the rate that exactly discounts estimated future cash payments or receipts through the expected life of the financial
instrument or a shorter period, where appropriate, to the net carrying amount of the financial asset or financial liability.
The calculation takes into account all contractual terms of the financial instrument (for example, prepayment options) and
includes any fees or incremental costs that are directly attributable to the instrument and are an integral part of the effective
interest rate, but not future credit losses. The carrying amount of the financial asset or financial liability is adjusted if
the Company revises its estimates of payments or receipts. The adjusted carrying amount is calculated based on the original
effective interest rate and the change in carrying amount is recorded as interest revenue or expense.

When a financial asset becomes credit-impaired, the Company calculates interest revenue by applying the effective interest
rate to the net amortised cost of the financial asset. If the financial assets cures and is no longer credit-impaired, the Company
reverts to calculating interest revenue on a gross basis.

For POCI financial assets, the Company calculates interest revenue by calculating the credit-adjusted effective interest rate
and applying that rate to the amortised cost of the asset. The credit-adjusted effective interest rate is the interest rate that,
at original recognition, discounts the estimated future cash flows (including credit losses) to the amortised cost of the POCI
assets.

Interest revenue on all financial assets at FVPL is recognised using the contractual interest rate in “Other interest revenue” in
the statement of comprehensive income.

Foreign currency translation

The financial statements are presented in tenge, which is the Company’s functional and presentation currency. Transactions
in foreign currencies are initially recorded in the functional currency at the official exchange rate established by the National
Bank of the Republic of Kazakhstan (hereinafter – the “NBRK”) ruling at the date of the transaction. Monetary assets and
liabilities denominated in foreign currencies are retranslated at the functional currency rate of exchange ruling at the reporting
date. Gains and losses resulting from the translation of foreign currency transactions are recognised in the statement of
comprehensive income as net gains/(losses) from transactions in foreign currencies. Non-monetary items that are measured
in terms of historical cost in a foreign currency are translated using the exchange rates as at the dates of the initial transactions.
Non-monetary items measured at fair value in a foreign currency are translated using the official exchange rates at the date
when the fair value was determined.

Differences between the contractual exchange rate of a transaction in a foreign currency and the official exchange rate on the
date of the transaction are included in net losses from transactions in foreign currencies. The official exchange rates established
by the NBRK as at 31 December 2020 and 2019 were KZT 420.71 and KZT 381.18 to US dollar 1, respectively.
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3. Summary of accounting policies (continued)

Standards issued but not yet effective

The new and amended standards and interpretations that are issued, but not yet effective, up to the date of issuance of the
Company’s financial statements are disclosed below. The Company intends to adopt these new and amended standards and
interpretations, if applicable, when they become effective.

IFRS 17 Insurance Contracts

In May 2017, the IASB issued IFRS 17 Insurance Contracts (IFRS 17), a comprehensive new accounting standard for insurance
contracts covering recognition and measurement, presentation and disclosure. Once effective, IFRS 17 will replace
IFRS 4 Insurance Contracts (IFRS 4) that was issued in 2005. IFRS 17 applies to all types of insurance contracts (i.e., life, non-
life, direct insurance and re-insurance), regardless of the type of entities that issue them, as well as to certain guarantees and
financial instruments with discretionary participation features.

A few scope exceptions will apply. The overall objective of IFRS 17 is to provide an accounting model for insurance contracts
that is more useful and consistent for insurers. In contrast to the requirements in IFRS 4, which are largely based on
grandfathering previous local accounting policies, IFRS 17 provides a comprehensive model for insurance contracts, covering
all relevant accounting aspects.

Credit cards and similar products that provide insurance coverage: most issuers of these products will be able to continue with
their existing accounting treatment as a financial instrument under IFRS 9. IFRS 17 excludes from its scope credit card
contracts (and other similar contracts that provide credit or payment arrangements) that meet the definition of an insurance
contract if, and only if, the entity does not reflect an assessment of the insurance risk associated with an individual customer
in setting the price of the contract with that customer.

When the insurance coverage is provided as part of the contractual terms of the credit card, the issuer is required to:

 Separate the insurance coverage component and apply IFRS 17 to it;

 Apply other applicable standards (such as IFRS 9, IFRS 15 Revenue from Contracts with Customers or IAS 37 Provisions,
Contingent Liabilities and Contingent Assets) to the other components.

Loan contracts that meet the definition of insurance but limit the compensation for insured events to the amount otherwise
required to settle the policyholder’s obligation created by the contract: issuers of such loans – e.g. a loan with waiver on death –
have an option to apply IFRS 9 or IFRS 17. The election would be made at a portfolio level and would be irrevocable.

IFRS 17 is effective for reporting periods beginning on or after 1 January 2023, with comparative figures required. Early
application is permitted, provided the entity also applies IFRS 9 and IFRS 15 on or before the date it first applies IFRS 17.

The Company is currently in the process of assessing the impact of adopting IFRS 17 on its financial statements.

IFRS 9 Financial Instruments – Fees in the ‘10 per cent’ test for derecognition of financial liabilities

As part of its 2018-2020 Annual Improvements to IFRS standards process, the IASB issued an amendment to IFRS 9.
The amendment clarifies the fees that an entity includes when assessing whether the terms of a new or modified financial
liability are substantially different from the terms of the original financial liability. These fees include only those paid or
received between the borrower and the lender, including fees paid or received by either the borrower or lender on the other’s
behalf.

An entity applies the amendment to financial liabilities that are modified or exchanged on or after the beginning of the annual
reporting period in which the entity first applies the amendment.

The amendment is effective for annual reporting periods beginning on or after 1 January 2022 with earlier adoption permitted.
The Company will apply the amendments to financial liabilities that are modified or exchanged on or after the beginning of
the annual period in which it will first apply the amendment and does not expect this will result in a material impact on its
financial statements.

Interest Rate Benchmark Reform – Phase 2 Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16

In August 2020 the IASB issued Interest Rate Benchmark Reform – Phase 2 Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and
IFRS 16 (IBOR reform Phase 2), to address the accounting issues which arise upon the replacement of an inter-bank offer
rate (IBOR) with a risk-free-rate (RFR).

IBOR reform Phase 2 includes a number of reliefs and additional disclosures. The reliefs apply upon the transition of
a financial instrument from an IBOR to a RFR.
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3. Summary of accounting policies (continued)

Standards issued but not yet effective (continued)

Interest Rate Benchmark Reform – Phase 2 Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 (continued)

Changes to the basis for determining contractual cash flows as a result of interest rate benchmark reform are required as a
practical expedient to be treated as changes to a floating interest rate, provided that, for the financial instrument, the transition
from the IBOR benchmark rate to RFR takes place on an economically equivalent basis.

The Company will apply IBOR reform Phase 2 from 1 January 2021.

4. Significant accounting judgments and estimates

Estimation uncertainty

In the process of applying the Company’s accounting policies, management has used its judgements and made estimates in
determining the amounts recognised in the financial statements. The most significant use of judgements and estimates are as follows:

COVID-19

The rapid spread of the COVID-19 pandemic in 2020, as well as related public health and social measures, have had an impact
on the activities of entities in various sectors of the economy. The following changes in the economic environment continue
to affect the Company’s activities:

 Reduced industrial production and activities in many sectors of the economy as a result of government restrictions
related to the COVID-19 pandemic;

 Implementation of measures of state support to the population and business related to the COVID-19 pandemic;

 Significant depreciation of tenge exchange rate against major foreign currencies, high volatility in the foreign exchange market;

 Offering borrowers changes to certain loan terms, including government support programs;

 Expansion of the product offering to clients via remote service channels;

 Changes in the macroeconomic indicators used in the models for estimating ECL allowance.

Due to the high level of uncertainty, as well as limited up-to-date and consistent information about the actual financial position
of the Company’s counterparties and borrowers, it is not possible to present a comprehensive quantitative assessment of the
impact of changes in the economic environment on the Company’s 2020 financial performance in these financial statements.

Fair values of financial instruments

Where the fair values of financial assets and financial liabilities recorded in the statement of financial position cannot be
derived from active markets, they are determined using a variety of valuation techniques that include the use of mathematical
models. The input to these models is taken from observable markets where possible, but where this is not feasible, a degree
of judgment is required in establishing fair values. Additional details are provided in Note 17.

Impairment losses on financial assets

The measurement of impairment losses across all categories of financial assets requires judgement, in particular, the estimation
of the amount and timing of future cash flows and collateral values when determining impairment losses and the assessment
of a significant increase in credit risk. These estimates are driven by a number of factors, changes in which can result in
different levels of allowances. The Company’s ECL calculations are outputs of complex models with a number of underlying
assumptions regarding the choice of variable inputs and their interdependencies. Elements of the ECL models that are
considered accounting judgements and estimates include:

 The Company’s criteria for assessing if there has been a significant increase in credit risk and so allowances for financial
assets should be measured on a LTECL basis and the qualitative assessment;

 The segmentation of financial assets when their ECL is assessed on a collective basis;

 Development of ECL models, including the various formulae and the choice of inputs;

 Determination of associations between macroeconomic scenarios and, economic inputs, such as GDP, and the effect
on PD;

 Selection of forward-looking macroeconomic scenarios and their probability weightings, to derive the economic inputs
into the ECL models.

More details are provided in Notes 7 and 16.
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4. Significant accounting judgments and estimates (continued)

Estimation uncertainty (continued)

Taxation

The Republic of Kazakhstan currently has a single Tax Code that regulates main taxation matters. The existing taxes include
corporate income tax, social and other taxes. Implementation of these regulations is often unclear or non-existent and only
an insignificant number of precedents have been established. Often, differing opinions regarding legal interpretation exist
both among and within government ministries and organisations; thus creating uncertainties and areas of conflict. Tax
declarations, together with other legal compliance areas (as examples, customs and currency control matters) are subject to
review and investigation by a number of authorities, which are enabled by law to impose severe fines, penalties and forfeits.
These facts create tax risks in Kazakhstan substantially more significant than typically found in countries with more developed
tax systems.

Management believes that the Company is in compliance with the tax laws of the Republic of Kazakhstan regulating its
operations. However, the risk remains that respective authorities could take differing positions with regard to interpretive tax
issues.

Determining the lease term of contracts with renewal options

The Company determines the lease term as the non-cancellable term of the lease, together with any periods covered by an
option to extend the lease if it is reasonably certain to be exercised, or any periods covered by an option to terminate the lease,
if it is reasonably certain not to be exercised.

The Company has the option, under some of its leases to lease the assets for additional terms of three to five years.
The Company applies judgement in evaluating whether it is reasonably certain to exercise the option to renew. That is, it
considers all relevant factors that create an economic incentive for it to exercise the renewal. After the commencement date,
the Company reassesses the lease term if there is a significant event or change in circumstances that is within its control and
affects its ability to exercise (or not to exercise) the option to renew (e.g., a change in business strategy).

Leases − estimating the incremental borrowing rate

The Company cannot readily determine the interest rate implicit in the lease, therefore, it uses its incremental borrowing rate
(IBR) to measure lease liabilities. The IBR is the rate of interest that the Company would have to pay to borrow over a similar
term, and with a similar security, the funds necessary to obtain an asset of a similar value to the right-of-use asset in a similar
economic environment. The IBR therefore reflects what the Company ‘would have to pay’, which requires estimation when
no observable rates are available or when they need to be adjusted to reflect the terms and conditions of the lease.
The Company estimates the IBR using observable inputs (such as market interest rates) when available and is required to
make certain entity-specific estimates.

5. Cash and cash equivalents
Cash and cash equivalents comprise the following:

2020 2019

Cash on hand 684 521
Current accounts with banks 508,555 427,063
Time deposits with banks up to 90 days 150,000 –

659,239 427,584

Less: ECL allowance (826) (2,589)
Cash and cash equivalents 658,413 424,995

As at 31 December 2020 and 2019 all balances of cash and cash equivalents are allocated to Stage 1 for ECL measurement
purpose. An analysis of changes in the ECL allowances during the years ended 31 December are as follows:

2020 2019

ECL allowance as at 1 January (2,589) –
Net changes in ECL (Note 13) (311) (2,589)
Transfer to amounts due from credit institutions (Note 6) 2,074 –
As at 31 December (826) (2,589)
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6. Amounts due from credit institutions
As at 31 December 2020, amounts due from credit institutions comprise balance of current account of KZT 7,324 thousand
with Tengri Bank JSC.

In accordance with the resolution of the Board of the Agency No. 80 dated 17 September 2020, the license to conduct banking
and other operations of Tengri Bank JSC was revoked. In this regard, the Company recognised a 100% ECL allowance on
amounts on current account with Tengri Bank JSC, which as at 31 December 2020 was equal to KZT 7,324 thousand.

An analysis of changes in the ECL allowance on amounts due from credit institutions during the year ended 31 December
2020 is as follows:

Stage 2 Stage 3 Total

ECL allowance as at 1 January – – –
Transfer from cash and cash equivalents (Note 5) (2,074) – (2,074)
Transfer to Stage 3 2,074 (2,074) –
Net changes in ECL (Note 13) – (5,250) (5,250)
As at 31 December – (7,324) (7,324)

7. Loans to customers
Loans to customers comprise the following:

2020 2019

Group loans 2,327,440 2,977,528
Individual loans 6,041,457 4,151,036
Gross loans to customers 8,368,897 7,128,564

Less: ECL allowance (394,773) (370,737)
Loans to customers 7,974,124 6,757,827

Group loans are unsecured loans granted to groups of borrowers, who sign loan agreements with joint obligation to repay
their loans.

As at 31 December 2020 and 2019 loans to customers mainly comprise loans issued to individuals.

ECL allowance of loans to customers

An analysis of changes in the gross carrying value and corresponding ECL allowance in relation to group loans during the
year ended 31 December 2020 is as follows:

Group loans Stage 1 Stage 2 Stage 3 Total

Gross carrying value as at 1 January 2020 2,854,621 29,954 92,953 2,977,528
New assets originated 2,319,971 – – 2,319,971
Assets repaid (2,856,443) (64,207) (47,795) (2,968,445)
Net change in accrued interest (14,943) 1,504 3,263 (10,176)
Transfers to Stage 1 551,866 (522,013) (29,853) –
Transfers to Stage 2 (721,185) 769,754 (48,569) –
Transfers to Stage 3 – (145,593) 145,593 –
Changes to contractual cash flows due to

modifications not resulting in derecognition (10,373) (216) – (10,589)
Recoveries – – 32,726 32,726
Amounts written off – – (13,575) (13,575)
As at 31 December 2020 2,123,514 69,183 134,743 2,327,440
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7. Loans to customers (continued)

ECL allowance of loans to customers (continued)

Group loans Stage 1 Stage 2 Stage 3 Total

ECL allowance as at 1 January 2020 (87,330) (19,264) (92,939) (199,533)
New assets originated (95,700) – – (95,700)
Assets repaid 100,250 32,342 42,265 174,857
Transfers to Stage 1 (357,740) 327,887 29,853 –
Transfers to Stage 2 19,841 (68,410) 48,569 –
Transfers to Stage 3 – 93,634 (93,634) –
Impact on ECL of exposures transferred between

stages and changes to models and inputs used for
ECL calculations 378,870 (386,948) (12,413) (20,491)

Unwinding of discount – – (3,143) (3,143)
Changes to contractual cash flows due to

modifications not resulting in derecognition 352 38 – 390
Recoveries – – (32,726) (32,726)
Amounts written off – – 13,575 13,575
As at 31 December 2020 (41,457) (20,721) (100,593) (162,771)

An analysis of changes in the gross carrying value and corresponding ECL allowance in relation to individual loans during the
year ended 31 December 2020 is as follows:

Individual loans Stage 1 Stage 2 Stage 3 Total

Gross carrying value as at 1 January 2020 4,038,938 45,640 66,458 4,151,036
New assets originated 7,312,743 – – 7,312,743
Assets repaid  (5,289,855)  (103,563)  (25,071) (5,418,489)
Net change in accrued interest  17,385  5,542  12,376 35,303
Transfers to Stage 1  877,031  (850,646)  (26,385) –
Transfers to Stage 2  (1,222,233)  1,291,104  (68,871) –
Transfers to Stage 3  (18,641)  (233,687)  252,328 –
Changes to contractual cash flows due to

modifications not resulting in derecognition (10,882) (4,200) (139) (15,221)
Recoveries – – 15,932 15,932
Amounts written off – – (39,847) (39,847)
As at 31 December 2020  5,704,486  150,190  186,781 6,041,457

Individual loans Stage 1 Stage 2 Stage 3 Total

ECL allowance as at 1 January 2020 (89,978) (21,780) (59,446) (171,204)
New assets originated (220,511) – – (220,511)
Assets repaid 117,600 49,280 22,153 189,033
Transfers to Stage 1 (417,393) 397,568 19,825 –
Transfers to Stage 2 16,522 (67,855) 51,333 –
Transfers to Stage 3 – 85,860 (85,860) –
Impact on ECL of exposures transferred between

stages and changes to models and inputs used for
ECL calculations 518,212 (488,128) (80,434) (50,350)

Unwinding of discount – – (3,636) (3,636)
Changes to contractual cash flows due to

modifications not resulting in derecognition 383 368 – 751
Recoveries – – (15,932) (15,932)
Amounts written off – – 39,847 39,847
As at 31 December 2020 (75,165) (44,687) (112,150) (232,002)
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7. Loans to customers (continued)

ECL allowance of loans to customers (continued)

An analysis of changes in the gross carrying value and corresponding ECL allowance in relation to group loans during the
year ended 31 December 2019 is as follows:

Group loans Stage 1 Stage 2 Stage 3 Total

Gross carrying value as at 1 January 2019 2,816,720 38,420 30,448 2,885,588
New assets originated 3,556,824 – – 3,556,824
Assets repaid (3,350,607) (59,548) (83,141) (3,493,296)
Net change in accrued interest (6,233) 288 4,037 (1,908)
Transfers to Stage 1 46,542 (42,833) (3,709) –
Transfers to Stage 2 (208,625) 214,006 (5,381) –
Transfers to Stage 3 – (120,379) 120,379 –
Recoveries – – 71,675 71,675
Amounts written off – – (41,355) (41,355)
As at 31 December 2019 2,854,621 29,954 92,953 2,977,528

Group loans Stage 1 Stage 2 Stage 3 Total

ECL allowance as at 1 January 2019 (51,193) (19,816) (30,448) (101,457)
New assets originated (86,728) – – (86,728)
Assets repaid 81,024 34,556 82,760 198,340
Transfers to Stage 1 (28,529) 24,819 3,710 –
Transfers to Stage 2 5,087 (10,468) 5,381 –
Transfers to Stage 3 – 69,753 (69,753) –
Impact on ECL of exposures transferred between

stages and changes to inputs used for ECL
calculations (6,991) (118,108) (48,617) (173,716)

Unwinding of discount – – (5,652) (5,652)
Recoveries – – (71,675) (71,675)
Amounts written off – – 41,355 41,355
As at 31 December 2019 (87,330) (19,264) (92,939) (199,533)

An analysis of changes in gross carrying value and corresponding ECL allowance in relation to individual loans during the
year ended 31 December 2019 is as follows:

Individual loans Stage 1 Stage 2 Stage 3 Total

Gross carrying value as at 1 January 2019 2,354,896 16,438 7,423 2,378,757
New assets originated 4,909,597 – – 4,909,597
Assets repaid (3,136,418) (20,130) (26,975) (3,183,523)
Net change in accrued interest 31,124 3,379 5,945 40,448
Transfers to Stage 1 51,487 (48,971) (2,516) –
Transfers to Stage 2 (171,748) 174,087 (2,339) –
Transfers to Stage 3 – (79,163) 79,163 –
Recoveries – – 26,928 26,928
Amounts written off – – (21,171) (21,171)
As at 31 December 2019 4,038,938 45,640 66,458 4,151,036
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7. Loans to customers (continued)

ECL allowance of loans to customers (continued)

Individual loans Stage 1 Stage 2 Stage 3 Total

ECL allowance as at 1 January 2019 (28,055) (9,018) (7,423) (44,496)
New assets originated (88,379) – – (88,379)
Assets repaid 53,618 9,273 26,958 89,849
Transfers to Stage 1 (27,248) 25,118 2,130 –
Transfers to Stage 2 2,630 (4,969) 2,339 –
Transfers to Stage 3 – 41,587 (41,587) –
Impact on ECL of exposures transferred between

stages and changes to inputs used for ECL
calculations (2,544) (83,771) (32,985) (119,300)

Unwinding of discount – – (3,121) (3,121)
Recoveries – – (26,928) (26,928)
Amounts written off – – 21,171 21,171
As at 31 December 2019 (89,978) (21,780) (59,446) (171,204)

In 2020, weights of economic inputs were taken into account in the ECL model in order to determine the probability of
default of loans to customers. As a result of changes total amount of ECL allowance increased by KZT 26,485 thousand.
During 2020 the Company also introduced changes to estimation of Loss Given Default on loans to customers which
previously was assessed based on expectations of recoveries from sale of collaterall. As a result of ECL model validation
process the Company reassessed its approach to calculation of Loss Given Default using historical information on cash
recoveries in the events of default. The effect of the introduced change amounted to KZT 208,126 thousand of decrease
in ECL allowance.

Modified and restructured loans

The Company derecognises a financial asset, such as a loan to a customer, when the terms and conditions have been
renegotiated to the extent that, substantially, it becomes a new loan, with the difference recognised as a derecognition gain or
loss, to the extent that an impairment loss has not already been recorded. The newly recognised loans are classified as Stage 1
for ECL measurement purposes, unless the new loan is deemed to be POCI.

If the modification does not result in cash flows that are substantially different, the modification does not result in
derecognition. Based on the change in cash flows discounted at the original effective interest rate, the Company records
a modification gain or loss, to the extent that an impairment loss has not already been recorded.

As at 31 December 2020, the Company introduced certain changes in its process of estimation of expected credit losses in
the context of the ongoing COVID-19 pandemic. In particular, the Company has revised indicators of significant increase in
credit risk and does not automatically consider the credit risk to have significantly increased in the case of modification of
loans being part of the Government support measures. The Company also updated forward-looking information, including
forecast of macroeconomic indicators and scenarios weights.

During 2020, the Company has modified the terms and conditions of certain loans, including introduction of payment
holidays, as part of the measures introduced by the Government related to consequences of COVID-19 pandemic.
The Company considered these modifications to be non-substantial. As a result, the Company recognised loss on modification
of loans to customers, not resulting in derecognition in the amount of KZT 25,810 thousand, accounted within interest
revenue on loans to customers of the statement of comprehensive income.

2020 2019
Loans to customers modified during the period
Amortised cost before modification 2,439,851 –
Net losses on modification of loans to customers not resulting in derecognition 25,810 –

Collateral and other credit enhancements

The amount and type of collateral required depends on an assessment of the credit risk of the counterparty. Guidelines are
implemented regarding the acceptability of types of collateral and valuation parameters.
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7. Loans to customers (continued)

Collateral and other credit enhancements (continued)

The main types of collateral obtained are as follows:

 Guarantees;

 Inventory;

 Real estate;

 Vehicles.

Recoverability of loans mainly depends on creditworthiness of the borrower rather than on collateral. The Company’s policy
provides for foreclosure by selling the collateral in exceptional cases. This is supported by previous experience of obtaining
and selling the collateral in the event of the borrower’s inability to meet its obligations to the Company.

In absence of collateral or other credit enhancements, ECL in respect of Stage 3 loans to customers as at 31 December 2020
and 2019 would have been higher by:

2020 2019

Individual loans 19,421 7,012
19,421 7,012

Concentration of loans to customers

As at 31 December 2020 and 2019, the Company has no borrowers or groups of interrelated borrowers whose loan balances
exceed 10% of the Company’s equity. According to the legislation of the Republic of Kazakhstan, the maximum amount of a
microloan to a single borrower equals to KZT 55,560 thousand as at 31 December 2020 (as at 31 Decemeber 2019:
KZT 20,200 thousand).

8. Right-of-use assets and lease liabilities
Movements in right-of-use assets and lease liabilities are as follows:

Right-of-use
assets

Lease
liabilities

As at 1 January 2019 95,779 92,688
Additions 74,780 74,780
Depreciation expense (63,706) –
Interest expense – 16,493
Payments – (73,293)
As at 31 December 2019 106,853 110,668

Additions 10,965 10,965
Depreciation expense (80,037) –
Interest expense – 8,329
Payments – (95,422)
As at 31 December 2020 37,781 34,540

Right-of-use assets are represented by the Company’s right to use premises under lease agreements. The Company recognised rent
expense from short-term leases of KZT 8,918 thousand for the year ended 31 December 2020 (in 2019: KZT 14,289 thousand)
(Note 14).
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9. Other assets and liabilities
Other assets comprise the following:

2020 2019

Other accounts receivable 3,332 14,854
Less: ECL allowance – (11,379)
Other financial assets 3,332 3,475

Advances paid 18,428 13,414
Inventories 2,918 1,535
Prepaid expenses 451 2,561
Prepaid taxes other than corporate income tax 66 –
Other 4,934 6,139
Other non-financial assets 26,797 23,649
Other assets 30,129 27,124

An analysis of change in the ECL allowance in relation to other financial assets during the years ended 31 December are as
follows:

Stage 3
2020 2019

ECL allowance as at 1 January (11,379) (5,583)
Net change during the year – (5,796)
Amounts written off 11,379 –
As at 31 December 2020 – (11,379)

Other liabilities comprise the following:

2020 2019

Payables to employees 27,399 24,679
Payables to suppliers 24,578 14,394
Other payables – 13,230
Other financial liabilities 51,977 52,303

Taxes payable other than corporate income tax 49,433 25,878
Accrued expenses on unused vacations 34,784 27,536
Other payables 1,513 2,536
Other non-financial liabilities 85,730 55,950
Other liabilities 137,707 108,253

10. Amounts due to credit institutions
Amounts due to credit institutions comprise the following:

2020 2019

Loans from investment funds 6,513,869 5,711,615
Amounts due to credit institutions 6,513,869 5,711,615

As at 31 December 2020 and 2019, the Company had borrowings from 13 investment funds.

During 2020 the Company renegotiated contractual terms of a number of loan agreements with investment funds, including
maturity dates and interest rates. As a result of modification of terms of the loan agreements, the Company recognised a loss
of KZT 44,546 thousand in the statement of comprehensive income. The effect of modification will be amortised during the
remaining terms of the loans.

Covenants

As at 31 December 2020 and 2019, the Company complied with all financial covenants implied by loan agreements with credit
institutions.
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11. Taxation
Corporate income tax expense comprises:

2020 2019

Current corporate income tax charge 105,647 100,633
Deferred corporate income tax (benefit)/charge – origination and reversal of

temporary differences (4,685) 8,414
Corporate income tax expense 100,962 109,047

The Republic of Kazakhstan is the only tax jurisdiction in which the Company’s income is taxable. In accordance with tax
legislation the applied corporate income tax rate is 20% in 2020 and 2019.

As at 31 December 2020, current corporate income tax liabilities comprised KZT 14,122 thousand. As at 31 December 2019
current corporate income tax assets comprised KZT 21,542 thousand.

The reconciliation between the corporate income tax expense in the accompanying financial statements and profit before
corporate income tax multiplied by the statutory tax rate for the years ended 31 December is as follows:

2020 2019

Profit before corporate income tax expense 470,941 491,660
Statutory corporate income tax rate 20% 20%
Theoretical corporate income tax expense at the statutory rate 94,188 98,332

Non-deductible losses from foreign currencies 2,922 2,839
Non-deductible other impairment and provisions – 1,677
Non-deductible operating expenses 3,852 6,199
Corporate income tax expense 100,962 109,047

Deferred tax assets and deferred tax liabilities

Temporary differences between the carrying amounts of assets and liabilities recorded in the financial statements and the
amounts used for the purposes of calculation of taxable base, give rise to net deferred tax assets and liabilities as at
31 December 2020 and 2019. The future tax benefits will only be received in the event that there are no changes in the
legislation of Kazakhstan that would adversely affect the Company’s ability to utilise such benefits in future periods.

Deferred corporate income tax assets and liabilities as at 31 December and their movements for the respective years comprise:

2018

Effect of
adopting IFRS

16

Origination
and reversal of

temporary
differences in

profit
or loss 2019

Origination
and reversal of

temporary
differences in

profit
or loss 2020

Tax effect of deductible
temporary differences

Accrued expenses on unused
vacations 6,612 – (1,105) 5,507 1,450 6,957

Other taxes – – 653 653 264 917
Lease liabilities – 18,534 3,600 22,134 (15,226) 6,908
Loans to customers – – – – 2,451 2,451
Amounts due to credit

institutions – – – – 4,941 4,941
Deferred corporate income

tax assets 6,612 18,534 3,148 28,294 (6,120) 22,174

Tax effect of taxable
temporary differences

Property and equipment
and intangible assets (4,847) – (9,024) (13,871) (3,249) (17,120)

Right-of-use assets – (18,534) (2,837) (21,371) 14,054 (7,317)
Amounts due to credit

institutions (299) – 299 – – –
Deferred corporate income

tax liabilities (5,146) (18,534) (11,562) (35,242) 10,805 (24,437)
Net deferred corporate

income tax assets/
(liabilities) 1,466 – (8,414) (6,948) 4,685 (2,263)
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12. Equity
As at 31 December 2020 the Company’s paid and outstanding charter capital was equal to KZT 553,797 thousand
(as at 31 December 2019: KZT 341,297 thousand).

On 4 November 2020, BOPA Pte LTD made additional cash contribution for KZT 212,500 thousand to the charter capital.

13. Credit loss expense
The table below shows the ECL charges on finance instruments recognised in the statement of comprehensive income for
the year ended 31 December 2020:

Notes Stage 1 Stage 2 Stage 3 Total

Cash and cash equivalents 5 (311) – – (311)
Amounts due from credit institutions 6 – – (5,250) (5,250)
Loans to customers 7 799,456 (793,048) (28,429) (22,021)
Credit loss expense 799,145 (793,048) (33,679) (27,582)

The table below shows the ECL charges on finance instruments recognised in the statement of comprehensive income for
the year ended 31 December 2019:

Notes Stage 1 Stage 2 Stage 3 Total

Cash and cash equivalents 5 (2,589) – – (2,589)
Loans to customers 7 (50,000) (158,050) 28,116 (179,934)
Other financial assets 9 – – (5,796) (5,796)
Credit loss expense (52,589) (158,050) 22,320 (188,319)

14. Operating expenses
Operating expenses comprise the following:

2020 2019

Salaries, bonuses and related taxes 870,595 738,149
Depreciation and amortisation 125,504 96,765
Professional services 115,287 93,141
Transportation 68,126 76,304
Bank charges 30,695 32,300
Business trip and representative expenses 24,203 69,450
Communication and information services 17,492 15,392
Office supplies 12,789 17,632
Advertising and marketing 9,071 22,534
Rent 8,918 14,289
Repair and maintenance 4,142 7,904
Training of personnel 1,201 6,442
Taxes other than income tax 296 3,049
Database maintenance services 217 2,841
Other 67,423 86,273
Operating expenses 1,355,959 1,282,465

15. Commitments and contingencies

Political and economic environment

The Republic of Kazakhstan continues economic reforms and development of its legal, tax and regulatory frameworks as
required by a market economy. The future stability of the Kazakhstani economy is largely dependent upon these reforms and
developments and the effectiveness of economic, financial and monetary measures undertaken by the Government.

Due to the current situation with the COVID-19 pandemic, there remains uncertainty about further development of the
pandemic and its duration, as well as the extent of possible economic recovery in the near term. The Government continues
to take various measures, and their influence continues to develop. Therefore, the management of the Company continuously
assesses the increased risks, as well as the consequences of the pandemic and the measures taken by the government.
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15. Commitments and contingencies (continued)

Legal

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 material adverse effect on the financial
condition or the results of future operations of the Company, no provision were recognised in the financial statements.

Tax contingencies

Various types of legislation and regulations are not always clearly written and their interpretation is subject to the opinions of
the local tax inspectors and the Ministry of Finance of the Republic of Kazakhstan. Instances of inconsistent opinions between
local, regional and national tax authorities are not unusual. The current regime of penalties and profit related to reported and
discovered violations of Kazakhstan laws, decrees and related regulations are severe. Penalties include confiscation of the
amounts at issue (for currency law violations), as well as fines of generally 50% of the taxes unpaid.

The Company believes that it has paid or accrued all taxes that are applicable. Where legislation concerning the provision of
taxes unclear, the Company has accrued tax liabilities based on management’s best estimate. The Company’s policy is to
recognise provisions in the accounting period in which a loss is deemed probable and the amount is reasonably determinable.
Because of the uncertainties associated with the Kazakhstan tax system, the ultimate amount of taxes, penalties and fines, if
any, may be in excess of the amount expensed to date and accrued at 31 December 2020. Although such amounts are possible
and may be material, it is the opinion of the Company’s management that these amounts are either not probable, not
reasonably determinable, or both.

16. Risk management
Management of risks is fundamental to the Company’s business and is an essential element of the Company’s operations.
The main risks inherent to the Company’s operations are:

 Credit risk;

 Operational risk;

 Liquidity risk;

 Market risk.

The Company recognises that it is essential to have efficient and effective risk management processes in place. To enable this,
the Company has established a risk management framework, whose main purpose is to protect the Company from risk and
allow it to achieve its performance objectives.

Credit and market risks and liquidity risk are managed and controlled through the Company’s various committee system,
including the Credit Committee. Both external and internal risk factors are identified and managed within the Company’s
organisational structure.

Risk management structure

The Company’s risk management policies aim to identify, analyse and manage the risks faced by the Company, to set
appropriate risk limits and controls, and to continuously monitor risk levels and adherence to limits. Risk management policies
and procedures are reviewed regularly to reflect changes in market conditions, products and services offered and emerging
best practice.

Supervisory Board

Supervisory Board of the Company has overall responsibility for the oversight of the risk management framework, overseeing
the management of key risks and reviewing its risk management policies and procedures as well as approving significantly
large exposures.

Executive management

The responsibility of the Executive Management is to monitor the risk management process in the Company. Executive
management ensures that the Company operates within the established risk limits. In turn, the relevant departments directly
manage certain types of risks, and together with a lawyer, they constantly monitor compliance with the requirements of the
current legislation.
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16. Risk management (continued)

Risk management structure (continued)

Risk Committee

The Risk Committee has overall responsibility for developing a risk management strategy and implementing risk principles,
concepts, policies and limits. It is responsible for significant risk management issues and monitors the implementation of
relevant decisions made in relation to risks.

Audit Committee

The main purpose of the Audit Committee is to assist the effective implementation of control functions over the financial
and economic activities of the Company by the Supervisory Board, evaluate the adequacy of the internal control system, and
monitor the effectiveness of internal and external audit activities.

Risk management

The Risk Management Unit is responsible for implementing and implementing risk management procedures to ensure an
independent control process.

Internal audit

The Company’s risk management processes are audited annually by the Internal Audit Department, which verifies both the
adequacy of the procedures and the Company’s compliance with these procedures. The Internal Audit Department discusses
the results of its audits with management and submits its findings and recommendations to the Audit Committee.

Credit risk

Credit risk is the risk that the Company will incur a loss because its customers, clients or counterparties fail to discharge their
contractual obligations. The Company manages and controls credit risk through the application of approved policies and
procedures, including requirements for setting and meeting credit risk concentration limits, as well as through the
establishment of credit committees, whose functions include active monitoring of credit risk. The Credit Policy is reviewed
and approved by the Supervisory Board.

The Company’s credit policy sets out:

 Procedures for review and approval loan applications;

 Methodology of borrower’s creditworthiness assessment;

 Methodology of proposed collateral assessment;

 Requirements to loan documentation;

 Procedures of on-going monitoring of loans and other credit risk bearing products.

The Company continuously monitors the status of individual loans and other credit risks. In addition to analyzing individual
borrowers, the Company evaluates the loan portfolio as a whole in relation to the concentration of loans and market risks.

Impairment assessment

The Company calculates ECL on a group basis according to the migration matrix adjusted for the impact of the
macroeconomic factors to measure the expected cash shortfalls, discounted at the effective interest rate or its approximate
value. A cash shortfall is the difference between the cash flows that are due to an entity in accordance with the contract and
the cash flows that the entity expects to receive. The mechanics of the ECL calculations are outlined below and the key
elements are as follows:

Probability of
Default (PD)

The Probability of Default is an estimate of the likelihood of default over a given time horizon. A default may
only happen at a certain time over the assessed period, if the facility has not been previously derecognised
and is still in the portfolio.

Exposure at
Default (EAD)

The Exposure at Default is an estimate of the exposure at a future default date, taking into account expected
changes in the exposure after the reporting date, including repayments of principal and interest, whether
scheduled by contract or otherwise, expected drawdowns on committed facilities, and accrued interest from
missed payments.

Loss Given
Default (LGD)

The Loss Given Default is an estimate of the loss arising in the case where a default occurs at a given time. It is
based on the difference between the contractual cash flows due and those that the lender would expect to
receive, including from the realisation of any collateral. It is usually expressed as a percentage of the EAD.
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16. Risk management (continued)

Credit risk (continued)

Impairment assessment (continued)

The ECL allowance is based on the credit losses expected to arise over the life of the asset (the lifetime expected credit loss
or LTECL), unless there has been no significant increase in credit risk since origination, in which case, the allowance is based
on the 12 months’ expected credit loss (12mECL). The 12mECL is the portion of LTECL that represent the ECLs that result
from default events on a financial instrument that are possible within the 12 months after the reporting date. Both LTECL
and 12mECL are calculated on either an individual basis or a collective basis, depending on the nature of the underlying
portfolio of financial instruments.

The Company has developed a policy to assess at the end of each reporting period whether there has been a significant increase
in the credit risk of a financial instrument since initial recognition, by taking into account changes in the risk of default over
the remaining life of the financial instrument. Based on the process described above, the Company combines its loans into
the following groups:

Stage 1: When loans are first recognised, the Company recognises an allowance based on 12mECL. Stage 1 loans
also include facilities where the credit risk has improved and the loan has been reclassified from Stage 2.

Stage 2: When a loan has shown a significant increase in credit risk since origination, the Company records an
allowance for the LTECL. Stage 2 loans also include facilities, where the credit risk has improved and the
loan has been reclassified from Stage 3.

Stage 3: Loans considered credit-impaired. The Company records an allowance for the LTECL.

POCI: Purchased or originated credit impaired (POCI) assets are financial assets that are credit impaired on initial
recognition. POCI assets are recorded at fair value at original recognition and interest revenue is
subsequently recognised based on a credit-adjusted EIR. ECL are only recognised or released to the extent
that there is a subsequent change in the lifetime expected credit losses.

Definition of default and cure

The Company considers a financial instrument defaulted and therefore Stage 3 (credit-impaired) for ECL calculations in all
cases when the borrower becomes 90 days past due on its contractual payments.

As a part of a qualitative assessment of whether a customer is in default, the Company also considers a variety of instances
that may indicate unlikeliness to pay. When such events occur, the Company carefully considers whether the event should
result in treating the customer as defaulted and therefore assessed as Stage 3 for ECL calculations or whether Stage 2 is
appropriate. Such events include:

 The Company has information about force majeure, as well as other circumstances that caused the borrower significant
material damage or do not allow the borrower to continue commercial or employment activities, including information
about the deprivation/suspension of a license for activities, as well as information about the absence of employment
or commercial activities of the borrower;

 A high probability of bankruptcy or another kind of financial reorganization, as well as involvement in the court
proceedings of the borrower, which may worsen its financial condition;

 The borrower is deceased.

By decision of the Сredit Сommittee, the Company is entitled to use additional risk factors as signs of impairment:

 Lack of communication with the borrower;

 Court proceedings on claims of third parties, where the borrower acts as a defendant;

 Loss of collateral for a loan or the absence of duly executed collateral.

It is the Company’s policy to consider a financial instrument as ‘cured’ and therefore re-classified out of Stage 3 when none
of the default criteria have been present for at least three consecutive payments according to the last schedule approved in
accordance with the restructuring. The decision whether to classify an asset as Stage 2 or Stage 1 once cured depends on the
updated credit grade, at the time of the cure, and whether this indicates there has been a significant increase in credit risk
compared to initial recognition.
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16. Risk management (continued)

Credit risk (continued)

Treasury

The Company’s treasury comprise transactions with financial services institutions, banks, broker-dealers, exchanges and
clearing-houses. For these relationships, the Company’s credit risk department analyses publicly available information such as
financial information and other external data, e.g., the external ratings.

Group and individual loans

The Company’s lending includes secured and unsecured loans to individuals. The main indicator for evaluating these products
is the number of overdue days.

Exposure at default

The exposure at default (EAD) represents the gross carrying amount of the financial instruments subject to the impairment
calculation, addressing both the client’s ability to increase its exposure while approaching default and potential early
repayments too. To calculate the EAD for a Stage 1 loan, the Company assesses the possible default events within 12 months
for the calculation of the 12mECL. For Stage 2, Stage 3 and POCI financial assets, the exposure at default is considered for
events over the lifetime of the instruments.

Loss given default

LGD levels are assessed for all asset classes of Stage 1, 2 and 3 and POCI. These LGD levels take into account the expected
EAD figure compared with the amounts that are expected to be recovered or realised, including as a result of the sale of
collateral.

LGD is estimated on a monthly basis by the Company’s Risk Management Department. Credit risk assessment is based on
the LGD model based on historical information on cash recoveries and expectations on recoveries from sale of collateral.
The value of collateral is estimated by adjusting for the liquidity ratio, after which it is discounted for a period of 2 years using
the initial effective rate.

Significant increase in credit risk

The Company continuously monitors all assets subject to ECLs. In order to determine whether an instrument or a portfolio
of instruments is subject to 12mECL or LTECL, the Company assesses whether there has been a significant increase in credit
risk since initial recognition. The Company deems that the credit risk have increased significantly since initial recognition in
the following cases:

 Significant changes in external market credit risk indicators for a specific loan or similar loans with the same expected
maturity;

 Overdue on principal and/or interest for a period exceeding 30 calendar days;

 Significant financial difficulties of the borrower;

 Loan restructuring due to financial difficulties during the last 12 months;

 The Company has information about force majeure, as well as other circumstances that caused the borrower significant
material damage or do not allow it to continue its activities, including information about the deprivation/suspension
of a license for activities, as well as information about the lack of employment or commercial activities borrower;

 High probability of bankruptcy or another kind of financial reorganization, as well as involvement in the court
proceedings of the borrower, which may worsen its financial condition.

Grouping financial assets measured on a collective basis

Dependent on the factors below, the Company calculates ECLs either on a collective or on an individual basis.

The company calculates an ECL on an individual basis for financial instruments that are material and for which a significant
increase in credit risk or signs of impairment has been identified. Financial instruments are material if the amount owed by
the borrower or a group of related borrowers at the reporting date exceeds or is equal to the threshold of 25% of Tier 1 capital
established by the Company.

For all other classes of asset, the Company calculates ECL on a collective basis. The Company groups these financial assets
into homogeneous individual and group loans.
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16. Risk management (continued)

Credit risk (continued)

Forward-looking information and multiple economic scenarios

In its ECL models, the Company relies on a broad range of forward looking information as economic inputs, such as:

 GDP;

 Oil production and gas condensates volume;

 Crude oil price, Brent;

 Refinancing rate of the NBRK;

 Inflation rate.

The inputs and models used for calculating ECLs may not always capture all characteristics of the market at the date of the
financial statements. To reflect this, qualitative adjustments or overlays are occasionally made as temporary adjustments when
such differences are significantly material.

The Company obtains the forward-looking information from third party sources (external rating agencies, governmental
bodies e.g. NBRK, and international financial institutions). Experts of the Company’s Credit Risk Department determine the
weights attributable to the multiple scenarios. The tables show the values of the key forward looking economic
variables/assumptions used in each of the economic scenarios for the ECL calculations (optimistic, base and pessimistic
scenarios with the probabilities 10%, 80% and 10% accordingly):

Key factors 2021

GDP by production method, % to prior year 97.2
Oil production and gas condensates volume, mln tons 85.0
Crude oil price, Brent, USD per barrel 51.8
Refinancing rate of the NBRK 9.0
Inflation rate at the end of the period, % 7.5

Grace period and concessional financing

Support for individuals, small- and medium-sized businesses following imposition of the state of emergency

In accordance with the Order of the Chairman of the Agency No. 167 dated 26 March 2020 On Approval of the Procedure for
Suspension of Payments of Principal Amounts and Interest on Loans to Customers, Small- and Medium-sized Businesses Affected by Imposition
of the State of Emergency (taking into account amendments and additions No. 193 dated 17 April 2020 and No. 223 dated 26 May
2020), the grace period for repayment of the principal and interest under microcredit agreements was provided for payments
for the period from 16 March 2020 to 15 June 2020, with the allocation of deferred payments for future periods.

In accordance with the Order of the Chairman of the Agency No. 251 dated 15 June 2020 On Additional Measures to Support
Small- and Medium-sized Businesses (subject to amendments and additions No. 311 dated 3 August 2020), the grace period for
repayment of the principal amount under microcredit agreements was provided for payments falling for the period from
15 June 2020 to 1 October 2020 (but not less than 3 months, unless otherwise specified in the borrower’s application), the
grace period for repayment of interest under microcredit agreements was provided for payments falling for the period from
15 June 2020 to 1 October 2020, with the allocation of deferred payments for future periods.

Payments of principal and interest during grace periods from 16 March 2020 to 15 June 2020 (inclusive) and from 15 June
2020 to 1 October 2020 (inclusive) were deferred as follows:

 On unsecured loans to individual borrowers, the interest accrued on the outstanding balance during the grace period
was spread until the end of the term of the contract. To maintain the debt burden and prevent an increase in the
monthly payment, the loan term was extended for the corresponding period;

 For secured loans to individuals, the interest accrued on the outstanding balance within the grace period was spread
until the end of the term of the contract. To maintain the debt burden and prevent an increase in the monthly payment,
the loan term was extended for the corresponding period;

 On overdue loans as at 16 March 2020, the amount of overdue principal, overdue interest and interest accrued on
overdue principal were spread until the end of the loan term. The decision to grant deferral on loans with overdue for
more than 90 days to borrowers who are not socially vulnerable, recipients of targeted social aid, registered
unemployed, was made by the authorised body of the Company individually for each loan.
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16. Risk management (continued)

Credit risk (continued)

Grace period and concessional financing (continued)

Support for individuals, small- and medium-sized businesses following imposition of the state of emergency (continued)

The Company did not charge any commissions or other fees for consideration of the application for granting a grace period.

The grace period was granted on the basis of the borrower’s application (in any form containing the reason for the suspension
of payments) and submitted to the Company by any available means in the period from 16 March 2020 to 1 October 2020
(inclusive). At that, it was not required to receive an application from borrowers belonging to socially vulnerable segments of
the population, recipients of targeted social aid, and registered unemployed, but with the information and consent of the
borrower in accessible ways, without the requirement of supporting documents.

Granting of the grace period was carried out:

a) Without receiving and attaching conclusions of expert units to the credit files;

b) Without signing additional agreements with borrowers and without applying commission and other fees to borrowers.
Additional agreements with a new repayment schedule were signed with borrowers after cancellation of the emergency
when the borrower applied to the Company’s branch.

The table below shows the number of client accounts that are subject to the government programs as at 31 December 2020:

Group loans Individual loans Total
Grace period
Number of pending applications − − −
Number of approved applications 2,269 2,918 5,187

The table below shows the gross carrying amount and the corresponding ECL by Stages for loans to customers that are subject
to grace periods provided under the government programs as at 31 December 2020:

Stage 1 Stage 2 Stage 3 Total
Grace period
Group loans
Gross carrying value 1,016,249 46,758 34,122 1,097,129
ECL allowance (24,944) (14,305) (26,275) (65,524)

Individual loans
Gross carrying value 984,186 48,451 51,381 1,084,018
ECL allowance (14,698) (14,416) (41,105) (70,219)

Total
Gross carrying value 2,000,435 95,209 85,503 2,181,147
ECL allowance (39,642) (28,721) (67,380) (135,743)

The geographical concentration of the Company’s financial assets and liabilities is set out below:

2020 2019
Kazakhstan OECD Total Kazakhstan OECD Total

Assets
Cash and cash equivalents 658,413 – 658,413 424,995 – 424,995
Amounts due from credit

institutions – – – – – –
Loans to customers 7,974,124 – 7,974,124 6,757,827 – 6,757,827
Other financial assets 3,332 – 3,332 3,475 – 3,475

8,635,869 – 8,635,869 7,186,297 – 7,186,297
Liabilities
Amounts due to credit

institutions – 6,513,869 6,513,869 – 5,711,615 5,711,615
Lease liabilities 34,540 – 34,540 110,668 – 110,668
Other financial liabilities 37,473 14,504 51,977 51,984 319 52,303

72,013 6,528,373 6,600,386 162,652 5,711,934 5,874,586
Net assets/(liabilities) 8,563,856 (6,528,373) 2,035,483 7,023,645 (5,711,934) 1,311,711
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16. Risk management (continued)

Liquidity risk

Liquidity risk is the risk that the Company will be unable to meet its payment obligations when they fall due under normal
and stress circumstances. To limit this risk, management has arranged diversified funding sources. Management manages
assets with liquidity in mind, and monitors future cash flows and liquidity on a daily basis. This incorporates an assessment of
expected cash flows and the availability of high grade collateral which could be used to secure additional funding if required.

The Company maintains liquidity management with the objective of ensuring that funds will be available at all times to honour
all cash flow obligations as they become due. Liquidity management policy is reviewed and approved by the Management.

The Company seeks to actively support a diversified and stable funding base comprising long-term and short-term loans from
other banks, as well as diversified portfolios of highly liquid assets, in order to be able to respond quickly and smoothly to
unforeseen liquidity requirements.

The liquidity management policy requires:

 Projecting cash flows by major currencies and considering the level of liquid assets necessary in relation thereto;

 Maintaining a diverse range of funding sources;

 Managing the concentration and profile of debts;

 Maintaining debt financing plans;

 Maintaining a portfolio of highly marketable assets that can easily be liquidated as protection against any interruption
to cash flow;

 Maintaining liquidity and funding contingency plans;

 Monitoring liquidity ratios in accordance with regulatory requirements.

Analysis of financial liabilities by remaining contractual maturities

The tables below summarise the maturity profile of the Company’s financial liabilities at 31 December based on contractual
undiscounted repayment obligations:

As at 31 December 2020

On demand
and less than

1 month
From 1 to
3 months

From 3 to
6 months

From 6 to
12 months

From 1 to
5 years Total

Financial liabilities
Amounts due to credit

institutions 604,056 260,723 1,375,747 2,334,788 3,203,802 7,779,116
Lease liabilities 4,538 8,112 10,122 15,477 1,021 39,270
Other financial liabilities 27,399 24,578 – – – 51,977
Total liabilities 635,993 293,413 1,385,869 2,350,265 3,204,823 7,870,363

As at 31 December 2019

On demand
and less than

1 month
From 1 to
3 months

From 3 to
6 months

From 6 to
12 months

From 1 to
5 years Total

Financial liabilities
Amounts due to credit

institutions 219,478 329,302 1,310,708 1,514,888 3,668,205 7,042,581
Lease liabilities 7,347 14,695 22,042 44,084 35,424 123,592
Other financial liabilities 24,679 14,394 – 13,230 – 52,303
Total liabilities 251,504 358,391 1,332,750 1,572,202 3,703,629 7,218,476

Market risk

Market risk is the risk that the fair value or future cash flows of financial instruments will fluctuate due to changes in market
variables such as interest rates, foreign exchanges, and equity prices. The market risk for the trading portfolio is monitored
using sensitivity analysis. Except for the concentrations within foreign currency, the Company has no significant concentration
of market risk.
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16. Risk management (continued)

Market risk (continued)

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of financial instruments will fluctuate due to changes in
market interest rates. As at 31 December 2020 and 2019, the Company had no non-trading financial assets and financial
liabilities with floating interest rate.

Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate because of changes in foreign exchange rates.

The tables below indicate the currencies to which the Company had significant exposure at 31 December on its non-trading
monetary assets and liabilities and its forecast cash flows. The analysis calculates the effect of a reasonably possible movement
of the currency rate against tenge, with all other variables held constant on the income statement (due to the fair value of
currency sensitive non-trading monetary assets and liabilities). The effect on equity does not differ from the effect on the
statement of comprehensive income. The negative amount in the table reflects a potential net reduction in statement of
comprehensive income or equity, while a positive amount reflects a net potential increase.

2020 2019

Currency

Change in
currency rates

in %

Effect
on profit

before tax

Change in
currency rates

in %

Effect
on profit

before tax

US dollar 14.00% 40,876 12.00% 24,200
-11.00% (32,117) -9.00% (18,150)

Euro 14.00% 4,932 12.00% 1,092
-11.00% (3,875) -9.00% (819)

Operational risk

Operational risk is the risk of loss arising from systems failure, human error, fraud or external events. When controls fail to
perform, operational risks can cause damage to reputation, have legal or regulatory implications, or lead to financial loss.
The Company cannot expect to eliminate all operational risks, but a control framework and monitoring and responding to
potential risks could be effective tools to manage the risks. Controls include effective segregation of duties, access rights,
authorisation and reconciliation procedures, staff education and assessment processes, including the use of internal audit.

17. Fair value measurements
The estimate of fair value is intended to approximate the amount for which a financial instrument can be exchanged between
knowledgeable, willing parties in an arm’s length transaction. However, considering the uncertainties and the use of
judgements, the fair value should not be interpreted as realisable within the framework of an immediate sale of assets or the
transfer of liabilities.

The estimated fair values of financial assets and liabilities are calculated using discounted cash flow techniques based on
estimated future cash flows and discount rates for similar instruments at the reporting date.
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17. Fair value measurements (continued)

Fair value hierarchy

For the purpose of disclosing the fair values, the Company determined classes of assets and liabilities based on the assets and
liabilities nature, characteristics and risks as well as the hierarchy of fair value sources.

Fair value measurement using

As at 31 December 2020
Date of

valuation

Quoted
prices in

active
markets
(Level 1)

Significant
observable

inputs
(Level 2)

Significant
non-

observable
inputs

(Level 3) Total

Assets for which fair values
are disclosed

Cash and cash equivalents 31 December 2020 684 657,729 – 658,413
Amounts due from credit institutions 31 December 2020 – – – –
Loans to customers 31 December 2020 – – 7,920,073 7,920,073
Other financial assets 31 December 2020 – – 3,332 3,332

Liabilities for which fair values
are disclosed

Amounts due to credit institutions 31 December 2020 – 6,571,653 – 6,571,653
Lease liabilities 31 December 2020 – – 34,540 34,540
Other financial liabilities 31 December 2020 – – 51,977 51,977

As at 31 December 2019
Assets for which fair values

are disclosed
Cash and cash equivalents 31 December 2019 521 424,474 – 424,995
Loans to customers 31 December 2019 – – 6,708,144 6,708,144
Other financial assets 31 December 2019 – – 3,475 3,475

Liabilities for which fair values
are disclosed

Amounts due to credit institutions 31 December 2019 – 5,778,943 – 5,778,943
Lease liabilities 31 December 2019 – – 110,668 110,668
Other financial liabilities 31 December 2019 – – 52,303 52,303

During 2020 and 2019, there were no transfers between levels of the fair value hierarchy.

Fair value of financial assets and liabilities not carried at fair value

Set out below is a comparison by class of the carrying amounts and fair values of the Company’s financial instruments that
are not carried at fair value in the statement of financial position. The table does not include the fair values of non-financial
assets and non-financial liabilities.

2020 2019

Carrying
value

Fair
value

Unrecog-
nised

gain/(loss)
Carrying

value
Fair

value

Unrecog-
nised

gain/(loss)
Financial assets
Cash and cash equivalents 658,413 658,413 – 424,995 424,995 –
Amounts due from credit

institutions – – – – – –
Loans to customers 7,974,124 7,920,073 (54,051) 6,757,827 6,708,144 (49,683)
Other financial assets 3,332 3,332 – 3,475 3,475 –

Financial liabilities
Amounts due to credit

institutions 6,513,869 6,571,653 (57,784) 5,711,615 5,778,943 (67,328)
Lease liabilities 34,540 34,540 – 110,668 110,668 –
Other financial liabilities 51,977 51,977 – 52,303 52,303 –
Total unrecognised change

in fair value (111,835) (117,011)
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17. Fair value measurements (continued)

Fair value of financial assets and liabilities not carried at fair value (continued)

Methods of measurement and assumptions
The following describes the methodologies and assumptions used to determine fair values for those financial instruments
which are not recorded at fair value in these financial statements.

Assets and liabilities for which fair value approximates to carrying value

For financial assets and financial liabilities that are liquid or having a short term maturity (less than three months) it is assumed
that the carrying amounts approximate to their fair value. This assumption is also applied to demand deposits and savings
accounts without a specific maturity.

Financial assets and financial liabilities carried at amortised cost

The fair value of unquoted instruments, including loans to customers, amounts due from credit institutions, amounts due to
credit institutions, other financial assets and lease liabilities is estimated by discounting future cash flows using rates as at
measurement date for debt on similar terms, credit risk and remaining maturities.

18. Maturity analysis of assets and liabilities
The table below shows an analysis of assets and liabilities according to when they are expected to be recovered or settled. For
the Company’s contractual undiscounted repayment obligations refer to Note 16.

2020 2019
Within

one year
More than

one year Total
Within

one year
More than

one year Total

Cash and cash equivalents 658,413 – 658,413 424,995 – 424,995
Amounts due from credit

institutions – – – – – –
Loans to customers 3,780,804 4,193,320 7,974,124 3,680,463 3,077,364 6,757,827
Property and equipment – 138,310 138,310 – 147,122 147,122
Right-of-use assets – 37,781 37,781 – 106,853 106,853
Intangible assets – 104,084 104,084 – 109,882 109,882
Current corporate income

tax assets – – – 21,542 – 21,542
Other assets 25,923 4,206 30,129 17,526 9,598 27,124
Total assets 4,465,140 4,477,701 8,942,841 4,144,526 3,450,819 7,595,345

Amounts due to credit
institutions 3,825,095 2,688,774 6,513,869 2,704,807 3,006,808 5,711,615

Lease liabilities 33,539 1,001 34,540 77,461 33,207 110,668
Current corporate income

tax liabilities 14,122 – 14,122 – – –
Deferred corporate income

tax liability – 2,263 2,263 – 6,948 6,948
Other liabilities 137,707 – 137,707 108,253 – 108,253
Total liabilities 4,010,463 2,692,038 6,702,501 2,890,521 3,046,963 5,937,484
Net position 454,677 1,785,663 2,240,340 1,254,005 403,856 1,657,861

19. Related party disclosures
In accordance with IAS 24 Related Party Disclosures, parties are considered to be related if one party has the ability to control
the other party or exercise significant influence over the other party in making financial or operational decisions. In considering
each possible related party relationship, attention is directed to the substance of the relationship, not merely the legal form.

Related parties may enter into transactions which unrelated parties might not. Transactions between related parties may not
be effected on the same terms, conditions and amounts as transactions between unrelated parties.
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19. Related party disclosures (continued)

Related party transactions

The balances as well as the corresponding gain or loss on transactions with other related parties are as follows:

Participants
2020 2019

Statement of comprehensive income
Interest expense on amounts due to credit institutions 11,125 –
Operating expenses 10,289 7,465

Transactions with members of key management personnel

Compensation of 7 (in 2019: 6) members of the key management personnel comprise the following:

2020 2019

Salaries and other short-term benefits 97,993 86,843
Social security costs 9,080 7,912
Total the key management personnel compensation 107,073 94,755

20. Changes in liabilities arising from financing activities
Reconciliation of movements of liabilities to cash flows arising from financing activities during the years ended 31 December
2020 and 2019 is as follows:

Liabilities
Amounts due to

credit institutions

Carrying amount as at 31 December 2018 4,421,261
Proceeds 2,550,599
Repayment (1,268,583)
Foreign currency translation (427)
Other 8,765
Carrying amount as at 31 December 2019 5,711,615

Proceeds 1,436,754
Repayment (757,576)
Foreign currency translation (5,548)
Loss on modification of financial liabilities not resulting in derecognition (Note 10) 44,546
Other 84,078
Carrying amount as at 31 December 2020 6,513,869

“Other” mainly represents the effect of accrued, but not yet paid interest on amounts due to credit institutions. The Company
classifies interest paid as cash flows from operating activities.

21. Capital adequacy
In accordance with the Law of the Republic of Kazakhstan On Microfinance Organizations dated 26 November 2012,
the Company is obliged to have the charter capital paid in the amount of not less than 30,000 times the monthly calculation
index (hereinafter – “MCI”), equal to 2,778 tenge as at 31 December 2020 (as at 31 December 2019: 2,525 tenge).

The Company maintains an actively managed capital base to cover risks inherent in the business. The adequacy of the
Company’s capital is monitored using, among other measures, the ratios established by the NBRK in supervising the
Company.

As at 31 December 2020 and 2019, the Company had complied in full with all its externally imposed capital requirements.

The primary objectives of the Company’s capital management are to ensure that the Company complies with externally
imposed capital requirements and that the Company maintains strong credit ratings and healthy capital ratios in order to
support its business and to maximise profit for participants.

The Company manages its capital structure and makes adjustments to it in the light of changes in economic conditions and
the risk characteristics of its activities.
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21. Capital adequacy (continued)
The Agency requires microfinance organisations to maintain a Tier 1 capital adequacy ratio in the amount of not less than
10% of the assets, the total maximum risk factor per a single borrower in the amount of not more than 25% of equity,
calculated in accordance with the requirements of the Agency, and the overall rate of maximum limit of total liabilities in the
amount of not exceeding 10 times of equity. As at 31 December 2020 and 2019, the Company’s capital adequacy ratio based
on the Agency methodology exceeded the statutory minimum.

The Company’s capital adequacy ratio, computed in accordance with the Agency requirements as at 31 December, comprise:

2020 2019

Tier 1 capital 2,240,340 1,657,861
Total assets 8,942,841 7,595,345
Tier 1 capital ratio 0.25 0.22

2020 2019

Tier 1 capital 2,240,340 1,657,861
Total amount due from a single borrower 37,589 20,444
Maximum exposure per single borrower to Tier 1 Capital 0.02 0.01

2020 2019

Tier 1 capital 2,240,340 1,657,861
Total liabilities of a microfinance organisation 6,702,501 5,937,484
Maximum exposure of total liabilities to Tier 1 Capital 2.98 3.58


