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Limited liability company “Microfinance organization “Kredit Seven Kazakhstan” 

Management's statement of responsibility for the preparation and approval of the financial 

statements for the year ended 31 December 2020

 
 

The following statement, which should be considered in conjunction with the description of the 

auditors' responsibilities contained in the provided independent auditors' report, is made in order to 

delineate the auditors' responsibilities in relation to the financial statements of Microfinance 

Organization Kredit Seven Kazakhstan LLC (Credit Seven Kazakhstan) (hereinafter the “Company”). 

 

The management of the Company is responsible for preparing financial statements that faithfully 

reflect, in all material respects, the financial position of the Company as at December 31, 2020, as 

well as its results of operations, cash flows and changes in equity for the year ended on that date, in 

accordance with International financial reporting standards (IFRS). 

 

In preparing the financial statements, management is responsible for: 

• selecting appropriate accounting principles and applying them consistently; 

• making reasonable estimates and calculations; 

• compliance with IFRS requirements, or disclosure of any material deviations from IFRS in 

the notes to the financial statements; and 

• preparation of financial statements based on the assumption that the Company will continue 

as a going concern in the foreseeable future, unless such an assumption is inappropriate. 

 

Management is also responsible for: 

• development, implementation and maintenance of an effective and reliable system of internal 

control in the Company; 

• maintaining an accounting system that allows to prepare, with a sufficient degree of accuracy, 

information on the financial position of the Company at any time and to ensure that the 

financial statements comply with IFRS; 

• maintaining accounting records in accordance with the legislation of the Republic of 

Kazakhstan; 

• taking measures within its competence to protect the assets of the Company; 

• identification and prevention of fraud and other abuse. 

 

These financial statements for the year ended December 31, 2020 were authorized for issue on June 

1, 2021 by the management of the Company. 

 

 

 

 

General director 

Trigubenko A.A. 

 

 

Chief accountant 

Gabdullina I.S. 

 

 



PKF Audit & Assurance LLP 

INDEPENDENT AUDITOR'S REPORT 

To the only participant of Microfinance Organization Kredit Seven Kazakhstan LLC (Credit Seven 

Kazakhstan) 

 

Opinion 

We have audited the financial statements of Microfinance Organization Kredit Seven Kazakhstan 

LLС (Credit Seven Kazakhstan) (hereinafter the “Company”), which consists of the statement of 

financial position as at 31 December 2020, statement of consolidated income, equity changes 

statement and the cash flow statement for 2020, as well as notes to the financial statements, 

including a summary of basic accounting provisions. 

 

In our opinion, the provided financial statements faithfully reflect, in all material respects, the financial 

position of the Company as at 31 December 2020, as well as its financial results and cash flows for 

2020 in accordance with International Financial Reporting Standards (hereinafter “IFRS”). 

 

Basis for Expression of Opinion 

We conducted our audit in accordance with International Standards on Auditing (“ISA”). Our 

responsibilities in accordance with those standards are set out in the Auditor's Responsibilities for 

the Audit of the Financial Statements section of our report. We are independent in relation to the 

Company in accordance with the Code of Ethics for Professional Accountants of the Council on 

International Ethics Standards for Accountants (hereinafter “the Code”) and ethical requirements 

applicable to the audit of financial statements in the Republic of Kazakhstan. We have also fulfilled 

other ethical obligations established by these requirements and the Code. We believe we have 

obtained sufficient and appropriate audit evidence for our opinion. 

 

Responsibilities of Management and Those Charged with Governance for the Financial 

Statements 

 

Management is responsible for the preparation and fair presentation of the financial statements in 

accordance with IFRS and for the internal control that management considers necessary to prepare 

financial statements that are free from material misstatement, whether due to fraud or error. 

 

In preparing the financial statements, management is responsible for assessing the Company's 

ability to continue as a going concern, for disclosing going concern information, as appropriate, and 

for reporting on a going concern basis, unless management intends to liquidate the Company or 

cease operations or when management has no practical alternative to liquidating or discontinuing 

operations of the Company. Those charged with governance are responsible for overseeing the 

preparation of the Company's financial statements. 

 

Auditor's Responsibilities for the Audit of the Financial Statements 

 

Our objective is to obtain reasonable assurance that the financial statements are free from material 

misstatement, whether due to fraud or error, and to issue an auditor's report containing our opinion. 

Reasonable assurance is a high degree of assurance, but does not guarantee that an audit 

conducted in accordance with ISA will always reveal material misstatements, if any. Misstatements 



can arise from fraud or error and are considered material if, individually or in the aggregate, they 

could reasonably be expected to influence the economic decisions of users taken on the basis of the 

financial statements. 

 

As a part of an audit in accordance with ISA, we exercise professional judgment and maintain 

professional skepticism throughout the audit. In addition, we: 

• identify and assess the risks of material misstatement of the financial statements due to fraud 

or errors; develop and conduct audit procedures in response to these risks; obtain audit 

evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not 

detecting material misstatement as a result of fraud is higher than the risk of not detecting 

material misstatement as a result of an error, as fraud may include collusion, forgery, willful 

omission, misrepresentation of information, or bypassing the internal control system; 

• obtain an understanding of the internal control system that is relevant to the audit in order to 

develop audit procedures that are appropriate in the circumstances, but not for the purpose 

of expressing an opinion on the effectiveness of the internal control system of the auditee; 

• evaluating the appropriateness of accounting policies used and the reasonableness of 

accounting estimates and related disclosures made by management; 

• conclude on the appropriateness of the management of the audited entity applying the going 

concern assumption, and, based on the audit evidence obtained, conclude whether there is 

a material uncertainty in connection with events or conditions that may result in significant 

doubts about the ability of the audited entity to continue as a going concern. If we conclude 

that a material uncertainty exists, we should draw attention in our auditor's report to the 

related disclosures in the annual financial statements or, if such disclosures are 

inappropriate, modify our opinion. Our conclusions are based on audit evidence obtained 

prior to the date of our auditor's report. However, future events or conditions may cause the 

auditee to lose its ability to continue as a going concern; 

• assess the presentation of the financial statements as a whole, its structure and content, 

including disclosures, as well as ensuring the reliability of the presentation of the underlying 

transactions and events. 

 

 

We keep those charged with governance informed of the planned scope and timing of the audit, as 

well as significant issues identified during the audit, including significant deficiencies in the internal 

control system. 

 

Kultasov I.B. 

Auditor / Manager of  

PKF Audit & Assurance LLP 

 

Auditor Qualification Certificate No. МФ-
0000191, issued by PI "Qualification 
Commission of the Chamber of Auditors for 
Attestation of Candidates for Auditors of the 
Republic of Kazakhstan" on August 6, 2014 

State license to engage in auditing activities in 
the Republic of Kazakhstan No. 19022292, 
issued by the Ministry of Finance of the 
Republic of Kazakhstan on November 12, 2019 

 

Republic of Kazakhstan, Almaty, 42 Timiryazeva st., building 15/3. 

 

June 1, 2021 

 

 



Limited liability company “Microfinance organization “Kredit Seven Kazakhstan” 

Statement of Consolidated Income for the year ended December 31, 2020 

 
 

 

 Notes 2020 2019 

  KZT’000 KZT’000 

Interest income  697,929 - 

Interest expenses  (36,635) - 

Net interest income  661,294 - 

Credit Loss Expenses 6 (250,659) - 

Other income related to 
overdue payments on 
customers loans  

10 41,085 - 

Net operating income  451,720 - 

Operating expenses 7 (223,047) - 

Other expenses, net  (21,696) - 

Profit before tax  206,977 - 

Income tax expenses 11 (41,935) - 

Profit for the year   165,042 - 

 
Other consolidated profit 
 

   

Total consolidated profit for 
the year 

 165,042 - 

 

 

 

 

 

 

General director 

Trigubenko A.A. 

 

 

Chief accountant 

Gabdullina I.S. 

 

 

 

 



Limited liability company “Microfinance organization “Kredit Seven Kazakhstan” 

Statement of financial position for the year ended December 31, 2020 

 
 

 Notes 31.12.2020 31.12.2019 

  KZT’000 KZT’000 

Assets    

Cash assets and its equivalents 8 106,334 - 

Loans to clients 9 811,887 - 

Other assets  84,419 - 

Intangible assets  385 - 

Deferred tax assets  290 - 

Total assets  1,003,315 - 

    

Liabilities and capital   - 

Liabilities   - 

Loans and other borrowed funds 10 613,853 - 

Income tax liabilities  42,225 - 

Current tax liabilities   2,276 - 

Other liabilities  28,593 - 

Contingent liabilities 11 1,326 - 

Total liabilities  688,273 - 

 
Capital    

Authorized capital 12 150,000 - 

Retained earnings  165,042 - 

Total capital  315,042 - 

Total capital and liabilities  1,003,315 - 

 

 

General director 

Trigubenko A.A. 

 

Chief accountant 

Gabdullina I.S. 



Limited liability company “Microfinance organization “Kredit Seven Kazakhstan” 

Equity capital changes statement for the year ended December 31, 2020 

 
 

 

 

 Authorized 
capital 

Retained 
earnings 

Total capital 

 KZT’000 KZT’000 KZT’000 

As at 31 December 2018 - - - 

As at 31 December 2019 - - - 

Authorized capital formation 150,000 - 150,000 

Profit for the year - 165,042 165,042 

As at 31 December 2020 150,000 165,042 315,042 

 

 

 

 

 

 

 

General director 

Trigubenko A.A. 

 

 

Chief accountant 

Gabdullina I.S. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Limited liability company “Microfinance organization “Kredit Seven Kazakhstan” 

Cash flow statement for the year ended December 31, 2020 

 

 Notes 2020 2019 

  KZT’000 KZT’000 

Operating activities    

Repayment of loans by clients  1,870,095 - 

Issuing loans to clients  (2,231,833) - 

Payment of penalties on loans issued  41,085 - 

Obtaining loans and other borrowed 
funds  583,075 - 

Repayment of loans and other borrowed 
funds  (26,654) - 

Employee benefits  (29,300) - 

Operating expenses paid  (228,580) - 

Tax payments and other payments to the 
budget  (10,681) - 

Miscellaneous income 11 36 - 

Net cash flows from operating 
activities  (32,757) - 

Investment activities    

Net cash flows from investment 
activities  - - 

Financial activities    

Contribution of the authorized capital  150,000  

Net cash flows from financial activities  150,000 - 

Net increase / decrease of cash and 
cash equivalents  117,243 - 

Net exchange rate difference  (10,909) - 

Cash and cash equivalents at the 
beginning of the reporting period  - - 

Cash and cash equivalents at the end 
of the reporting period 8 106,334  

 

General director   Trigubenko A.A.                                    Chief accountant       Gabdullina I.S. 



Limited liability company “Microfinance organization “Kredit Seven Kazakhstan” 

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

 
 

1. General information 

Limited Liability Company “Microfinance Organization “Kredit Seven Kazakhstan” (Credit Seven 

Kazakhstan) was registered as a legal entity in the Department of Justice of the city of Almaty on 

March 13, 2020. Business identification number 200340016315. 

The amount of the authorized capital of the Company as of December 31, 2020 was formed in the 

amount of 148,145 thousand tenge and was paid in full. 

The sole shareholder of the Company is disclosed in Note 16. The ultimate controlling party is 

Andrejus Trofimovas, a citizen of the Republic of Lithuania. 

The main activity of the Company is the provision of loans to individuals for a period of up to 30 days 

and an amount not exceeding 145 thousand tenge. 

Legal and actual address: Republic of Kazakhstan, Almaty, Almalinsky district, 135 Zhibek Zholy st., 

block 1, office 1082. 

 

2. Basis of preparation of financial statements 

2.1. Compliance with accounting principles 

These financial statements have been prepared in accordance with International Financial Reporting 

Standards (IFRS and IFRIC Interpretations) issued by the International Accounting Standards Board 

(IASB), as adopted by the legislation of the Republic of Kazakhstan, applicable to companies 

preparing their financial statements in accordance with IFRS. 

2.2. New standards, clarifications and amendments to current standards and clarifications 

In the current year, the Company has adopted all new and revised Standards and Interpretations 

issued by the International Financial Reporting Standards Committee (IASB) and the International 

Financial Reporting Interpretations Committee (ICIFO), which apply to its activities and come into 

force for annual reporting periods beginning 1 January 2020. The nature and impact of each new 

standard / amendment is described below: 

Amendments to IFRS 3 – “Business Definition” 

The amendments to IFRS 3 clarify that to be considered a business, an acquired 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 outputs. It also clarifies that a business does not have to include all 

the inputs and processes needed to generate outputs. These amendments did not have an impact 

on the financial statements of the Company, but may be applicable in the future if the Company 

enters into a business combination. 

 

 

 

 

 

 

 

 



Limited liability company “Microfinance organization “Kredit Seven Kazakhstan” 

Notes to the financial statements for the year ended December 31, 2020 (continued) 

 
 

Amendments to IFRS 7, IFRS 9 and IAS 39 – “Interest rate benchmark reform” 

 

Amendments to IFRS 7, IFRS 9, IAS 39 "Financial Instruments: Recognition and Measurement" has 

a number of exemptions that apply to all hedging relationships that are directly affected by the 

interest rate benchmark reform. The interest rate benchmark reform affects hedging relationships if, 

as a result, it creates uncertainties about the timing and / or the amount of cash flows based on the 

benchmark interest rate for the hedged item or hedging instrument. These amendments did not have 

an impact on the financial statements of the Company as it does not have interest rate-based 

hedging relationships. 

 

Amendments to IAS 1 and IAS 8 – “Definition of Material” 

 

The amendments propose a new definition of material, according to which “information is material if 

omission, misstatement or masking can reasonably be expected to influence the decisions of the 

principal users of general purpose financial statements that they make on the basis of these financial 

statements that provide financial information about a specific reporting entity." 

 

The amendments clarify that materiality will depend on the nature or quantity of the information 

(taken separately or in combination with other information) in the context of the financial statements 

as a whole. Misstatement is material if it can reasonably be expected to influence the decisions of 

the primary users of the financial statements. These amendments did not have an impact on the 

Company's financial statements and it is expected that there will be no future impact either. 

 

“Conceptual Framework for the Presentation of Financial Statements”, issued March 29, 2018 

 

The Conceptual Framework is not a standard, and none of the provisions of the Conceptual 

Framework take precedence over any provision or requirement of the standard. The objectives of 

the Conceptual Framework are to: assist the IASB in developing standards; assist preparers of 

financial statements in the development of accounting policies when none of the standards govern 

a specific transaction or other event; and assist all parties to understand and interpret the standards. 

This document will have an impact on organizations that develop their accounting policies in 

accordance with the provisions of the Conceptual Framework. 

 

The revised Conceptual Framework contains several new concepts, updated definitions of assets 

and liabilities and criteria for their recognition, and clarifies some significant provisions. The revision 

of this document did not have an impact on the Company's financial statements. 

 

 

 

 

 

 

 

 

 



Limited liability company “Microfinance organization “Kredit Seven Kazakhstan” 

Notes to the financial statements for the year ended December 31, 2020 (continued) 

 
 

Amendments to IFRS 16 – “Lease concessions related to the Covid-19 pandemic” 

 

On May 28, 2020, the IASB issued an amendment to IFRS 16 Leases - Lease concessions related 

to the Covid-19 pandemic. The amendment provides an exemption for lessees from applying the 

requirements of IFRS 16 to account for modifications to leases in the event of lease concessions 

that arise as a direct consequence of the Covid-19 pandemic. As a practical expedient, the tenant 

may choose not to analyze whether the lease assignment provided by the landlord in connection 

with the Covid-19 pandemic is a modification of the lease. A lessee who chooses to do so should 

account for any change in lease payments arising from a lease assignment related to the Covid-19 

pandemic, in the same way that the change would be accounted for under IFRS 16 if it were not a 

contract modification. lease. 

 

This amendment applies to annual periods beginning on or after 1 June 2020. Earlier application is 

permitted. This amendment did not have any impact on the Company's financial statements. 

 

2.3. Standards that have been issued but have not yet entered into force 

The following are standards and interpretations that have been issued but are not yet effective as 

of the date of the Company's financial statements. The company intends to apply these standards 

from the date of their entry into force. 

 

IFRS 77 “Insurance Contracts” 

 

In May 2017, the IASB issued IFRS 17 “Insurance Contracts”, a new comprehensive financial 

reporting standard for insurance contracts that addresses recognition and measurement, 

presentation and disclosure. When IFRS 17 becomes effective, it will replace IFRS 4 “Insurance 

Contracts”, which was issued in 2005. IFRS 17 applies to all types of insurance contracts (i.e., life 

and insurance other than life insurance, direct insurance and reinsurance), regardless of the type of 

entity that issues them, and to certain guarantees and financial instruments with conditions. 

discretionary participation. There are a few exceptions to the scope. The main objective of IFRS 17 

is to provide an accounting model for insurance contracts that is more efficient and consistent for 

insurers. Unlike the requirements of IFRS 4, which are largely based on previous local accounting 

policies, IFRS 17 provides a comprehensive accounting model for insurance contracts, covering all 

relevant accounting aspects. IFRS 17 is based on a general model, supplemented by the following: 

• Certain modifications to insurance contracts with direct participation terms (variable 

remuneration method). 

• Simplified approach (premium allocation approach) mainly for short-term contracts. 

 

IFRS 17 is effective for reporting periods beginning on or after 1 January 2023, and comparative 

information is required. Earlier application is permitted provided that the entity also applies IFRS 9 

and IFRS 15 on or before the date on which IFRS 17 was first applied. This standard is not applicable 

to the Company. 

 

 

 



Limited liability company “Microfinance organization “Kredit Seven Kazakhstan” 

Notes to the financial statements for the year ended December 31, 2020 (continued) 

 
 

Amendments to IAS 1 – “Classification of Liabilities as Current or Non-current” 

 

In January 2020, the IASB issued amendments to paragraphs 69-76 of IAS 1, which clarify the 

requirements for classifying liabilities as current or non-current. The amendments clarify the 

following: 

• what is meant by the right to postpone the settlement of obligations; 

• the right to defer settlement of obligations must exist at the end of the reporting period; 

• the classification of the liability is not affected by the likelihood that the entity will exercise its 

right to defer settlement of the liability; 

• the terms of the liability will not affect its classification only if the embedded derivative in the 

convertible liability is itself an equity instrument. 

 

These amendments are effective for annual periods beginning on or after 1 January 2023 and are 

applied retrospectively. The Company is currently analyzing the possible impact of these 

amendments on the current classification of liabilities and the need to renegotiate the terms of 

existing loan agreements. 

 

Amendments to IFRS 3 – “References to Conceptual Framework” 

 

In May 2020, the IASB issued amendments to IFRS 3 “Business Combinations” – “Reference to the 

Conceptual Framework”. The purpose of these amendments is to replace references to the 

Framework for the Preparation and Presentation of Financial Statements, issued in 1989, with 

references to the “Framework for the Presentation of Financial Statements”, issued in March 2018, 

without significantly changing the requirements of the standard. 

 

The Board also added an exemption to the recognition principle in IFRS 3 to avoid potential 'Day 2' 

gains or losses for liabilities and contingent liabilities that would be within the scope of IAS 37 or 

IFRIC Interpretations 21 "Mandatory payments", if they arise in the framework of separate 

transactions. 

 

At the same time, the Board decided to clarify the existing requirements in IFRS 3 for contingent 

assets, which would not be affected by the replacement of references to the Framework for the 

Preparation and Presentation of Financial Statements. 

 

These amendments are effective for annual periods beginning on or after 1 January 2022 and are 

applied prospectively. 

 

Amendments to IAS 16 – “Property, Plant and Equipment: Proceeds before Intended Use” 

 

In May 2020, the IASB issued “Property, Plant and Equipment: Proceeds Before Intended Use”, 

which prohibits entities from deducting from the cost of an item of property, plant and equipment any 

proceeds from the sale of items produced while bringing an asset into the location and condition 

necessary for it to be capable of operating in the manner intended by management. Instead, an 

entity recognizes the proceeds from selling such items, and the cost of producing those items, in 

profit or loss. 



 

Limited liability company “Microfinance organization “Kredit Seven Kazakhstan” 

Notes to the financial statements for the year ended December 31, 2020 (continued) 

 
 

These amendments are effective for annual periods beginning on or after 1 January 2022 and should 

be applied retrospectively to those items of property, plant and equipment that became available for 

use on or after the commencement date of the earliest presented in financial statements of the period 

in which the entity first applies those amendments. 

 

These amendments are not expected to have a material impact on the Company's financial 

statements. 

 

Amendments to IAS 37 – “Onerous Contracts — Cost of Fulfilling a Contract” 

 

In May 2020, the IASB issued amendments to IAS 37 that clarify what costs an entity should consider 

when assessing whether a contract is onerous or unprofitable. 

 

The amendments provide for a “cost directly attributable to the contract” approach. Costs directly 

attributable to a contract for the provision of goods or services include both the incremental costs of 

performing that contract and allocated costs directly attributable to the performance of the contract. 

General and administrative costs are not directly related to the contract and are therefore excluded 

unless they are explicitly recoverable by the contractual counterparty. 

 

These amendments are effective for annual periods beginning on or after 1 January 2022. The 

company will apply the amendments to contracts for which it has not yet met all of its obligations at 

the beginning of the annual reporting period in which it first applies the amendments. 

 

Amendment to IFRS 1 “First-time Adoption of International Financial Reporting Standards” – a 

subsidiary as a First-time adopter of International Financial Reporting Standards 

As part of the annual improvement process to IFRSs 2018-2020 period, the IASB issued an 

amendment to IFRS 1 “First-time Adoption of International Financial Reporting Standards”. Under 

the amendment, a subsidiary that elects to apply paragraph D16 (a) of IFRS 1 is entitled to measure 

cumulative exchange differences using the amounts reported in the parent's financial statements 

based on the parent's transition date to IFRSs. The amendment also applies to associates and joint 

ventures that elect to apply paragraph D16 (a) of IFRS 1. 

 

This amendment is effective for annual periods beginning on or after 1 January 2022. Earlier 

application is permitted. 

 

 

 

 

 

 

 

 

 

 



Limited liability company “Microfinance organization “Kredit Seven Kazakhstan” 

Notes to the financial statements for the year ended December 31, 2020 (continued) 

 
 

Amendment to IFRS 9 “Financial Instruments” - 10% test fee on derecognition of financial liabilities 

 

As part of the annual improvement process to IFRSs 2018-2020 period, the IASB issued an 

amendment to IFRS 9. The amendment clarifies the fees an entity considers when assessing 

whether the terms of a new or modified financial liability are materially different from the terms of the 

original financial obligation. Such amounts include only those fees paid or received between the 

specified lender and the borrower, including fees paid or received by the lender or borrower on behalf 

of the other party. An entity shall apply this amendment to financial liabilities that have been modified 

or replaced on or after the beginning (or after) the annual reporting period in which the entity first 

applies the amendment. 

 

This amendment is effective for annual periods beginning on or after 1 January 2022. Earlier 

application is permitted. The Company will apply this amendment to financial liabilities that have 

been modified or replaced at or after the start date of the annual reporting period in which it first 

applies the amendment. 

 

This amendment is not expected to have a significant impact on the Company. 

 

Amendment to IAS 41 “Agriculture” - Taxation in Fair Value Measurement 

 

As part of the annual improvement process to IFRSs 2018-2020 period, the IASB issued an 

amendment to IAS 41 Agriculture. This amendment removes the requirement in paragraph 22 of IAS 

41 that entities exclude tax cash flows when measuring the fair value of assets within the scope of 

IAS 41. 

 

An entity shall apply the amendment prospectively to the fair value measurement at or after the 

beginning of the first annual reporting period beginning on or after 1 January 2022. Earlier application 

is permitted. 

 

This amendment is not expected to have a significant impact on the Company. 

 

2.4. Functional and presentation currency 

The national currency of Kazakhstan is the Kazakhstani tenge (hereinafter “tenge”), which is the 

measurement currency for the Company and the currency used in preparing these financial 

statements in accordance with IFRS. All financial information is presented in thousands of 

Kazakhstani Tenge, unless otherwise indicated. 

 

2.5. Continuity principle 

The accompanying financial statements have been prepared on a going concern basis, which implies 

the sale of assets and the settlement of liabilities in the normal course of business. The Company's 

ability to sell its assets, as well as its future activities, may be significantly influenced by the current 

and future economic conditions in Kazakhstan. The accompanying financial statements do not 

contain any adjustments necessary if the Company would not be able to continue as a going concern. 

 



Limited liability company “Microfinance organization “Kredit Seven Kazakhstan” 

Notes to the financial statements for the year ended December 31, 2020 (continued) 

 
 

2.6. Summary of Significant Accounting Policies 

The main provisions of the accounting policies adopted for the preparation of these financial 

statements are set out below. These provisions have been consistently applied to all years 

presented, unless otherwise stated. 

 

The company is obliged only then to change its accounting policy when its change: 

a) is required by any Standard; 

b) either leads to the fact that the financial statements provide reliable and more relevant 

information about the impact of transactions, other events or conditions on the financial 

position of the Company, its financial results of operations or cash flows. 

 

a) Recognition of interest income 

 

Recognition of interest income 

Interest income on all financial instruments measured at amortized cost (hereinafter “AC”) and 

financial instruments classified at the discretion of the entity as measured at fair value through profit 

or loss (hereinafter “FVTPL”) is calculated using the effective interest rate method. Interest income 

on interest-bearing financial assets at fair value through other comprehensive income (hereinafter 

“FVOI”) is calculated using the effective interest method. The effective interest rate (“EIR”) is the rate 

that discounts estimated future cash receipts through the expected life of the financial instrument or, 

where appropriate, a shorter period, exactly to the net carrying amount of the financial asset. 

 

The EIR (and therefore the amortized cost of the asset) is calculated taking into account the discount 

or premium received on acquisition, fees and costs that are an integral part of the EIR. The Company 

recognizes interest income using a rate of return, which is the best estimate of a constant rate of 

return over the expected life of the loan. Consequently, it recognizes the impact of potentially 

different interest rates applied at different stages and other characteristics of the instrument's life 

cycle. 

 

If the cash flow expectations of financial assets are revised for reasons other than credit risk, the 

adjustment is recorded in the statement of financial position as a positive or negative change in the 

carrying amount of the asset and as an increase or decrease in interest income. The amount of this 

adjustment is subsequently amortized and recognized in profit or loss as interest income. 

 

The Company calculates interest income by applying the EIR to the gross carrying amount of 

financial assets other than credit-impaired financial assets. 

 

In the case of a financial asset that becomes credit-impaired and therefore falls into Stage 3, the 

Company calculates interest income by applying the effective interest rate to the net amortized cost 

of the financial asset. If the default on a financial asset is eliminated and it is no longer credit-

impaired, the Company reverts to calculating interest income on a gross value basis. 

 

Interest income on financial assets that are required to be measured at fair value through profit or 

loss is recognized using the contractual interest rate in “Net gains / (losses) on financial assets at 

fair value through profit or loss”. 



Limited liability company “Microfinance organization “Kredit Seven Kazakhstan” 

Notes to the financial statements for the year ended December 31, 2020 (continued) 

 
 

b) Financial instruments - initial recognition 

 

Date of recognition 

Financial assets and financial liabilities, other than loans issued, are initially recognized on the trade 

date, which is the date on which the Company becomes a party to the contract that defines the terms 

of the related instrument. This includes regular way transactions: purchases or sales of financial 

assets, the terms of which require delivery of the assets within a time frame that is usually established 

by regulation or traditionally applied in the market. Loans issued are recognized when funds are 

transferred to the accounts of the beneficiaries. 

 

Initial measurement of financial instruments 

The classification of financial instruments at initial recognition depends on the contractual terms and 

the business model used to manage the instruments. Financial instruments are initially measured at 

fair value, including or excluding transaction costs, unless financial assets and financial liabilities are 

measured at FVTPL. Financial instruments on initial recognition are measured at the transaction 

price. If the fair value of financial instruments at initial recognition differs from the transaction price, 

the Company accounts for the first day gain or loss as described below. 

 

“First day” profit or loss 

If the transaction price differs from the fair value of the financial instrument at initial recognition and 

the fair value is based on a valuation model that uses only observable market data, the Company 

recognizes the difference between the transaction price and fair value in profit or loss. Where fair 

value is based on a valuation model in which some inputs are unobservable, the difference between 

the transaction price and the fair value is recognized to defer the difference. Subsequently, the 

Company recognizes this deferred difference as profit or loss only to the extent that it arises from a 

change in a factor that market participants would take into account when pricing the asset or liability. 
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Evaluation categories of financial assets and financial liabilities 

 

The Company classifies all its financial assets based on the business model used to manage the assets and the 

contractual terms of the assets as measured by: 

• amortized cost. 

• fair value through profit or loss. 

Financial liabilities are measured at amortized cost. 

Business model evaluation 

The company defines its business model at the level that best reflects how the grouped financial assets are 

managed to achieve a specific business objective. 

The Company's business model is not assessed at the level of individual instruments, but at a higher level of portfolio 

aggregation and is based on observable factors such as: 

• how the performance of the business model and the return on financial assets held within that business model are 

assessed and how this information is communicated to the organization's key management personnel; 

• risks that affect the performance of the business model (and the return on financial assets held within that business 

model) and, in particular, the way these risks are managed; and 

• the expected frequency, volume and timing of sales are also important aspects in assessing the Company's 

business model. 

 

The business model assessment is based on scenarios that are reasonably expected to occur, excluding “worst-

case” or “stressful” scenarios. If the cash flows after initial recognition are realized in a manner that differs from the 

Company's expectations, the Company does not change the classification of the remaining financial assets held 

under this business model, but further takes such information into account when evaluating newly created or recently 

acquired financial assets. 

Amounts due from banks and loans issued 

The company evaluates amounts due from banks and loans issued at amortized cost only if both of the following 

conditions are met: 

• the financial asset is held within a business model, the purpose of which is to hold financial assets in order to 

collect contractual cash flows; 

• the contractual terms of the financial asset give rise to cash flows on specified dates that are solely payments of 

principal and interest on the principal amount outstanding. 

 

Contractual Cash Flow Performance Test (SPPI Test) 

 

As part of the second stage of the classification process, the Company evaluates the contractual terms of the 

financial asset to determine whether the contractual cash flows of the asset are solely payments of principal and 

interest on the principal amount outstanding (hereinafter the “SPPI test”). 

 

For the purposes of this test, “principal” is the fair value of a financial asset at initial recognition and may vary over 

the life of the financial asset (for example, if there are payments of principal or amortization of a premium / discount). 

 

The most significant elements of interest under a loan agreement are usually the compensation for the time value 

of money and the compensation for the credit risk. To perform the SPPI test, the Company applies judgment and 

analyzes relevant factors, such as the currency in which the financial asset is denominated and the period over 

which the interest rate is set. 

At the same time, contractual terms that have more than a negligible effect on the risk exposure or volatility of 

contractual cash flows unrelated to the underlying lending arrangement do not give rise to contractual cash flows 
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that are solely payments of principal and interest on the principal amount outstanding. In such cases, the financial 

asset must be measured at FVTPL. 

Reclassification of financial assets and financial liabilities 

 

The Company does not reclassify financial assets after initial recognition. 

 

Derecognition of financial assets and financial liabilities 

 

Derecognition due to a substantial modification of the instrument conditions. 

 

The Company derecognizes a financial asset, such as loans issued, if the terms of the contract are renegotiated so 

that, in effect, it becomes a new loan, and the difference is recognized as a gain or loss on derecognition before an 

impairment loss is recognized. 

At initial recognition, loans are assigned to Stage 1 for the purposes of estimating expected credit losses (“ECL”), 

unless the loan originated is considered to be an acquired or originated credit-impaired (“CRI”) financial asset. 

In assessing whether to derecognize financial assets due to a substantial modification, the Company considers, 

among other things, the following factors: 

• change of the loan currency; 

• adding a share component; 

• change of the counterparty; 

• whether the modification causes the instrument to no longer meet the SPPI test criteria. 

The Company derecognizes a financial liability when an existing financial liability is replaced by another with the 

same lender but with essentially different terms, or if the terms of the existing liability are essentially modified. For 

financial liabilities, terms are considered essentially different if the present value of the cash flows under the new 

terms, including commission payments less commission received, discounted at the original EIR, differs by at least 

10% from the discounted present value of the remaining cash flows at the original financial commitment. 

If the modification does not result in a significant change in cash flows, the modification does not result in 

derecognition. Based on the change in cash flows discounted at the original EIR, the Company recognizes a 

modification gain or loss (for financial assets before an impairment loss is recognized). 

 

Derecognition unrelated to substantial modification 

 

Financial assets 

 

The Company derecognizes a financial asset (or, where appropriate, part of a financial asset or part of a group of 

similar financial assets) when the contractual rights to receive cash flows from that financial asset have expired. 

The Company also derecognizes a financial asset if it has transferred the financial asset and the transfer meets the 

derecognition requirements. 

 

The company has transferred a financial asset if and only if it: 

• transferred the contractual rights to receive cash flows from this financial asset; or 

• retained its contractual rights to receive cash flows from the financial asset, but assumed the obligation to pay 

those cash flows without significant delay to a third party under a "transit" arrangement. 

 

A transfer of financial assets qualifies for derecognition if: 

• The company has transferred virtually all of the risks and rewards associated with the asset; or 

• The company has not transferred or retained virtually all the risks and rewards associated with the asset, but has 

transferred control over this asset. 
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The Company believes that it has transferred control of the asset if, and only if, the transferee has the practical 

ability to sell the transferred asset to an entirely independent third party and can exercise this ability unilaterally 

without the need to impose additional restrictions on such transfer. 

 

If the Company has not transferred or retained substantially all the risks and rewards associated with the asset, but 

retained control over the transferred asset, then the Company continues to recognize this financial asset to the 

extent of its continuing involvement. In this case, the Company also recognizes an associated liability. The 

transferred asset and the associated liability are measured on a basis that reflects the rights and obligations that 

the Company has retained. 

 

The continuing involvement, which takes the form of a guarantee for the transferred asset, is measured at the lower 

of the initial carrying amount of the asset or the maximum consideration that the Company may be required to pay. 

 

Financial liabilities 

 

The company derecognizes a financial liability when a contractual obligation is discharged, canceled, or terminated 

at the end of the term. When an existing financial liability is replaced by another with the same lender but with 

essentially different terms, or if the terms of the existing liability are essentially modified, the replacement or 

modification is accounted for as derecognition of the original liability and recognition of a new liability. Any difference 

between the carrying amount of the original financial liability and the consideration paid is recognized in profit or 

loss. 

 

Impairment of financial assets 

 

Review of the principles for measuring expected credit losses 

 

The Company recognizes an ECL provision for all loans issued and other debt financial instruments not measured 

at FVTPL, loan commitments and financial guarantee contracts, which are collectively referred to in this section as 

“financial instruments”. 

 

ECL provision is measured at the amount of credit losses expected to occur over the life of the asset (lifetime 

expected credit losses) if the credit risk on the financial asset has increased significantly since initial recognition, 

otherwise the provision for losses will be measured at an amount equal to 12-month expected credit losses. 

 

12-month ECL is the portion of lifetime ECL that represents ECL that arise from defaults on a financial instrument 

within 12 months of the reporting date. 

 

Significant increase in credit risk 

 

The Company believes that the credit risk on a financial instrument has increased significantly if contractual 

payments are overdue by more than 30 days. The Company also uses an additional qualitative method to indicate 

that there has been a significant increase in the credit risk of an asset, for example, an asset restructuring. 

 

Grouping of financial assets valued on a group basis 

 

The company provides microloans to individuals for a period not exceeding 30 days in an amount not exceeding 

145 thousand tenge. The Company evaluates ECL on a group basis for all loans to customers. 

 

Based on the above process, the Company groups financial assets as follows: 

 

Stage 1 Upon initial recognition of the loan, the Company recognizes an allowance for 
impairment losses equal to 12-month ECL. Stage 1 also includes loans issued for 
which the credit risk has decreased to the extent that they were transferred from Stage 
2. 
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Stage 2 If the credit risk on loans has increased significantly since initial recognition, the 

Company recognizes an allowance for impairment in an amount equal to the ECL for 
the entire period. Stage 2 also includes loans issued for which the credit risk has 
decreased to the extent that they were transferred from Stage 3. 

Stage 3 Loans that are credit-impaired. The company recognizes an allowance for impairment 
losses in an amount equal to the ECL for the entire period. 

CRI Acquired or originated credit-impaired (CRI) financial assets are assets for which there 
was a credit impairment at the time of initial recognition. On initial recognition of PSIs, 
financial assets are carried at fair value and subsequently interest income on them is 
recognized on a credit risk adjusted EIR basis. An ECL provision is recognized or 
derecognized only to the extent that there has been a change in expected credit 
losses. 

 

If the Company does not have reasonable expectations regarding the recovery of the financial asset in full or in part, 

then it is necessary to reduce the gross carrying amount of this financial asset. Such a decrease is regarded as a 

(partial) derecognition of the financial asset. 

 

Calculation of expected credit losses 

 

The Company calculates ECL based on two scenarios ("base" and “unfavorable”) to estimate expected cash 

shortfalls, which are discounted using EIR or its approximate value. A cash shortfall is the difference between the 

cash flows owed to an entity under the contract and the cash flows that the entity expects to receive. 

 

The mechanics of calculating ECL are described below, and the main elements are as follows: 

 

 

Default Probability (PD) The Probability of Default (PD) is the estimated default probability of 
default over a given time frame. 
A default can occur only at a specific point in time during the period 
under review if the asset has not been derecognized and the asset is 
still part of the portfolio. 

Exposure at default (EAD) The amount at risk of default (EAD) is an estimate of the amount that is 
exposed to default at some future date, taking into account the expected 
changes in that amount after the reporting date, including payments of 
principal and interest, stipulated by the contract or otherwise, 
repayments of given loans and interest accrued as a result of late 
payments. 

Loss Given Default (LGD) Loss on default (LGD) is an estimate of the loss incurred in the event of 
a default occurring at a particular point in time. LGD is calculated as the 
difference between the contractual cash flows and the cash flows that 
the lender expects to receive, including from the sale of collateral. This 
indicator is usually expressed as a percentage of the EAD. 

 

Due to the fact that the Company was established in 2020, the Company does not have historical data to build a 

model. To assess ECL as of December 31, 2020, the Company used the recommendations of the National Bank of 

the Republic of Kazakhstan. In the future, the Company will continue to collect data to build a model for estimating 

ECL and will apply at least two scenarios: baseline and unfavorable. The purpose of using multiple scenarios is to 

model the nonlinear effects of macroeconomic assumptions on ECL. Each of them has its own PD, EAD and LGD 

indicators. Where relevant, the multiple scenario assessment also considers the way in which defaulted loans are 

expected to recover, including the likelihood of an improvement in credit quality, the value of collateral and the 

amount that could be obtained as a result of the sale of asset. 

 

The maximum period for which expected credit losses are calculated is the contractual life of the financial 

instrument, unless the Company has a legal right to withdraw the instrument earlier. 

 

Impairment losses and their recoveries are recognized and reported separately from modification gains or losses, 

which are reflected as an adjustment to the gross carrying amount of financial assets. 
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The principles for evaluating ECL are described below: 

 

Stage 1 12-month ECL is calculated as part of lifetime ECL, which is ECL arising from 
defaults on a financial instrument within 12 months of the reporting date. The 
Company calculates 12-month ECLs based on expectations that a default will occur 
within 12 months after the reporting date. This 12-month probability of default is 
applied to the EAD and multiplied by the expected LGD and then discounted using 
the approximate original EIR. Such calculations are made for each of the two 
scenarios indicated above. 

Stage 2 If the credit risk of a loan has increased significantly since initial recognition, the 
Company recognizes an allowance for impairment in an amount equal to the ECL for 
the entire period. The calculation principles are the same as above, including the 
ability to use multiple scenarios, except that PD and LGD are calculated over the life 
of the instrument. The expected cash shortfalls are discounted using the approximate 
value of the original EIR. 

Stage 3 For loans that are credit impaired, the Company recognizes an allowance for 
impairment in an amount equal to the ECL for the entire period. The calculation 
method is the same as for Phase 2 assets, and PD is set at 100%. 

CRI Acquired or originated credit-impaired financial assets are assets for which there was 
a credit impairment at the time of initial recognition. In the case of such assets, the 
Company recognizes as a provision for losses only accumulated from the date of 
initial recognition of the change in ECL for the whole period on the basis of two 
scenarios, discounted using an EIR adjusted for credit risk. 

Loan 
commitments 

In measuring lifetime ECL for the unused portion of the loan commitment, the 
Company takes into account the portion of the commitment that is expected to be 
used over the expected life. ECLs are subsequently calculated at the present value 
of the expected cash shortfalls if the loan commitment is met based on two scenarios. 
The expected cash shortfall is discounted using the approximate expected EPR of 
the loan. 

 

Forecasting information 

 

In its models for determining ECL, the Company uses a wide range of forecast information as a source of economic 

data, for example: 

• GDP growth; 

• inflation; 

• oil price. 

 

The inputs and models used to calculate ECL do not always reflect all the characteristics of the market at the date 

of the financial statements. To reflect this, sometimes qualitative adjustments or overlays are made as temporary 

adjustments if the differences are substantial. 

 

The company does not accept borrowers' assets as collateral. Also, the Company does not restructure the loans 

issued. 

 

c) Short-term estimated liabilities 

 

Short-term estimated liabilities are reflected in the financial statements when the Company has current liabilities 

arising from past events (whether determined by the rule of law or implied), the settlement of which is likely to require 

an outflow of resources embodying economic benefits; moreover, the amount of such obligations can be estimated 

with a sufficient degree of accuracy. 

 

d) Income tax and deferred taxes 

 

Income tax is based on the results of financial and economic activity for the year after adjustments for items that 

are either non-taxable or not deductible for tax purposes. 
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Deferred taxes are recorded using the liability method for timing differences between the carrying amounts of assets 

and liabilities in the financial statements and the corresponding tax bases of assets and liabilities used to determine 

taxable profit. 

 

The following timing differences are excluded: initial recognition of assets or liabilities that do not affect accounting 

or taxable income and investments in subsidiaries and if the Parent company has the ability to control the timing of 

the reversal of the timing difference and it is probable that the timing difference will not be canceled for the 

foreseeable future. 

 

The calculation of the amount of deferred tax is based on the expected way of selling or settling the carrying amounts 

of assets and liabilities using tax rates that have been enacted or primarily enacted at the reporting date. Deferred 

tax liabilities are generally recognized for all taxable timing differences. Deferred income tax assets are recognized 

to the extent that it is probable that taxable profit will be generated against which the deductible timing difference 

can be utilized. Deferred tax assets are reduced to the extent that disposal of the tax asset becomes impossible. 

 

Deferred tax assets and deferred income tax liabilities are offset when they relate to income tax levied by the same 

taxation authority and the Company plans to recover its tax assets and settle tax liabilities on a net basis. 

 

Deferred tax is measured at the rates expected to apply over the period of the disposal of assets or settlement of 

the liability. Deferred tax is recognized in the statement of consolidated income, except to the extent that it relates 

to items recognized directly in equity, in which case the deferred tax is recognized in equity. 

 

Income tax for the year includes current and deferred taxes. Income tax is recognized in the statement of 

consolidated income, except to the extent that it relates to items recognized directly in equity. In these cases, it is 

recognized in equity. 

 

Current tax is the expected tax to be paid on taxable income for the year using tax rates in effect or substantially in 

effect at the reporting date and any tax adjustments payable in relation to prior years. 

 

3. Estimates and assumptions 

 

The preparation of financial statements in accordance with IFRS requires the Company management to make 

estimates and assumptions that affect the reported amounts of the Company's assets and liabilities, disclosure of 

contingent assets and liabilities as at the reporting date and reported amounts of income and expenses for the 

reporting period. Actual results may differ from these estimates. 

 

Professional judgments that have the most significant effect on the amounts recognized in the financial statements 

and estimates that can cause a significant adjustment to the carrying amount of assets and liabilities include: 

 

Impairment losses on financial assets 

 

Assessing impairment losses for all categories of financial assets requires judgment; in particular, in determining 

impairment losses and assessing a significant increase in credit risk, it is necessary to estimate the amount and 

timing of future cash flows and the value of collateral. These estimates depend on a number of factors, changes in 

which could result in different amounts of the allowance for impairment losses. 

 

The Company's ECL calculations are the result of complex models that include a number of basic assumptions 

about the choice of input variables and their interdependencies. Elements of ECL calculation models that are 

considered judgments and estimates include: 

• the criteria used by the Company to assess whether there has been a significant increase in credit risk, as 

a result of which the allowance for impairment losses on financial assets should be measured at an amount 

equal to the ECL for the entire period and a qualitative assessment; 

• Grouping financial assets when ECLs are measured on a group basis; 



Limited liability company “Microfinance organization “Kredit Seven Kazakhstan” 

Notes to the financial statements for the year ended 31 December 2020 (continued)

 
• development of models for calculating ECL, including various formulas and choice of input data; 

• determining the relationship between macroeconomic scenarios and economic data, as well as the impact 

on indicators PD, EAD and LGD; 

• Selecting forecast macroeconomic scenarios and weighting them against probability to provide economic 

inputs for ECL valuation models. 

It is the Company's policy to regularly review the models based on actual losses and adjust them if necessary. 

 

4. Capital management 

 

The objectives of the Company in managing capital are: 

• Comply with the capital requirements of the National Bank of the Republic of Kazakhstan (hereinafter “NB 

RK”); 

• Protect the Company's ability to continue as a going concern in such a way that the Company can provide 

profits to members and benefits to other interested parties; 

• Maintain a base to ensure the development of their activities. 

 

The required level of capital is set taking into account the above objectives. At the moment, the capital adequacy of 

the Company is calculated in accordance with the prudential standards prescribed to microfinance organizations by 

the requirements of the legislation of the Republic of Kazakhstan. 

 

At the moment, the regulatory capital of the Company is represented by: 

• The minimum size of the authorized capital; 

• The minimum amount of equity capital; 

• Adequacy of equity capital; 

• The maximum amount of risk per borrower; 

• Leverage Ratio. 

 

The table below summarizes the composition of the regulatory capital and ratios of the Company. During 2020 and 

2019, the Company complied with all external capital requirements to which it is subject. 
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 31.12.2020 31.12.2019 

 KZT’000 KZT’000 

Authorized capital 150,000 - 

Retained earnings 165,042 - 

Total equity capital 315,042 - 

   

Total assets 1,003,315 - 

   

Borrow requirements in the form of microfinance and 
receivables, including those written off from the 
balance sheet 247 - 

The amount of risk per borrower 247 - 

   

Total liabilities 
 

688,273 
 

- 
 

Equity capital adequacy 0.31 - 

Maximum size per borrower 0.00 - 

Leverage ratio 2.18 - 

 

 

 

5. Risk management 

 

The Company's activities are subject to the economic, political and social risks inherent in doing business in 

Kazakhstan. These risks include the consequences of government policies, economic conditions, changes in tax 

and legal spheres, fluctuations in exchange rates, and failure to enforce contractual rights. Risk management is an 

important element of the Company's operations. 

 

The main financial instruments of the Company include loans and receivables and payables. The accompanying 

financial statements reflect management's assessment of the impact of the economic conditions in Kazakhstan on 

the operations and financial position of the Company. Future economic conditions may differ from management's 

assessment. 

 

The company is exposed to market risk, credit risk and liquidity risk. The top management of the Company controls 

the process of managing these risks. The company takes all the necessary actions to identify various types of risks, 

prevent them, eliminate them, or minimize their impact on its activities. 

 

Market risk 

 

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate due to changes 

in market prices. Market risk includes three types of risk: interest rate risk, foreign exchange risk and other price 

risks such as the risk of changes in commodity prices. 
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Interest rate risk 

 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate due to 

changes in market interest rates. The Company's exposure to the risk of changes in market interest rates relates 

primarily to the Company's long-term debt obligations with floating interest rates. The company has no floating rate 

debt. 

 

Foreign exchange risk 

 

Foreign exchange risk is the risk that the fair value or future cash flows associated with a risk exposure will fluctuate 

due to changes in foreign exchange rates. The Company's exposure to the risk of changes in foreign exchange 

rates is primarily due to the presence of large loans in foreign currency. 

 

  31.12.2020  

 Euro Kazakhstani 
tenge 

Total 

 KZT’000 KZT’000 KZT’000 

Cash and cash equivalents 25,778 80,556 106,334 

Loans and other borrowed funds (613,853) - (613,853) 

Other liabilities (18,065) (10,528) (28,593) 

 (606,140) 70,028 (536,112) 

 

Exchange rates sensitivity 

 

The following tables provide a sensitivity analysis of reasonably possible changes in EUR exchange rates, 

assuming all other parameters remain the same. 

 

 Сhange in Euro 
exchange rate 

Impact on profit 
before tax 

 
2020 

 KZT’000 

+15% (90,921) 

 -5% 30,307 

 

Credit risk 

 

Credit risk is the risk that the Company will incur financial losses because counterparties will not meet their 

obligations under a financial instrument or customer agreement. The Company is exposed to credit risk associated 

with its operating activities (primarily in relation to loans to customers), including cash in bank accounts. 

 

The table below presents the Company's maximum exposure to credit risk in respect of financial instruments 

recognized at the reporting date. 
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  31.12.2020  

 Maximum 
exposure to 
credit risk 

Security Net exposure 
to credit risk 

 KZT’000 KZT’000 KZT’000 

Cash and cash equivalents 90,751 - 90,751 

Loans to clients 1,062,546 - 1,062,546 

 1,153,297 - 1,153,297 

 

The accounting principles for impairment are described in Note 2.6. Credit ratings for “Cash and cash equivalents” 

are presented in Note 10. An analysis of the Company's exposure to credit risk under “Loans to customers” and 

their “stages” is presented in Note 11. 

 

Liquidity risk 

 

Liquidity risk management includes ensuring a sufficient amount of cash, the ability to obtain financing from the 

required number of allocated credit sources. The company adheres to a balance sheet model of financing working 

capital - from both short-term and long-term sources. 

 

The table below discloses the financial assets and liabilities of the Company (including accrued interest) that are 

specified by maturity based on the remaining period from the balance sheet date to the contractual maturity date. 

The amounts disclosed in the table represent contractual undiscounted cash flows. 

 

 

   31.12.2020   

 Less than 3 
months 

3-12 
months 

1 year – 5 
years 

More than 
5 years 

Total 

 KZT’000 KZT’000 KZT’000 KZT’000 KZT’000 

Cash and cash equivalents 106,334 - - - 106,334 

Loans to clients 811,887 - - - 811,887 

Loans and other borrowed 
funds 

(9,981) (603,872) 
- 

- (613,853) 

Other liabilities (28,593) - - - (28,593) 

 879,647 (603,872) - - 275,775 

 

Fair value 

The Company's management believes that the fair values of financial assets and liabilities approximates their 

carrying amounts and represents the amount at which the instrument could be exchanged in a current transaction 

between willing parties, other than a forced sale or liquidation. 

 

The following methods and assumptions were used to determine fair value: 

• The fair value of cash and other assets and other liabilities approximates their carrying amount mainly due to the 

fact that these instruments will be settled in the near future; 
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• The fair value of unquoted instruments, loans to customers, borrowings and credits is determined by discounting 

future cash flows using current rates for debt with similar conditions, credit risk and remaining maturity. The 

Company's management believes that the carrying amount of such instruments approximates their fair value. 

 

6. Credit Loss Expenses 

 

The table below shows ECL expense on financial instruments for the year recognized in profit or loss: 

  31.12.2020  

 Stage 1 
On a group 

basis 

Stage 2 
On a group 

basis 

Total 

 KZT’000 KZT’000 KZT’000 

Loans to clients (95,034) (155,625) (250,659) 

Total impairment loss (95,034) (155,625) (250,659) 

 

As at December 31, 2020 company had no commitments to loans provision.  

 

7. Operation expenses 

 

 2020 2019 

 KZT’000 KZT’000 

Technical support services (50,291) - 

Marketing services (38,542) - 

Remuneration and vacation reserve (37,385) - 

Telecom services (34,808) - 

Credit bureau services (32,626) - 

Banking services (14,848) - 

Taxes (6,392) - 

Short-term rent (852) - 

Processing services (773) - 

Depreciation (62) - 

Other (6,468) - 

 (223,047) - 

 

8. Other expenses, net 

 

 2020 2019 

 KZT’000 KZT’000 

Expenses for exchange rate differences, net (30,435) - 
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Income from currency exchange, net 8,739 - 

 (21,696) - 

9. Income tax expenses 

 

Taxation for the years ended 31 December 2020 can be presented as follows: 

 

 2020 2019 

 KZT’000 KZT’000 

Current income tax (42,225) - 

Deferred tax 290 - 

 (41,935) - 

 

 

Deferred taxes reflect the true tax effect of temporary differences between the assets balance and liabilities for 

financial reporting and tax accounting purposes. 

 

Deferred tax assets and liabilities are recognized for the following items: 

 

 31.12.2020 31.12.2019 

 KZT’000 KZT’000 

Intangible assets (77) - 

Taxes 102 - 

Estimated liabilities 265 - 

 290 - 

 

Dynamics of time boundaries was as follows: 

 

 2020 2019 

 KZT’000 KZT’000 

As of January 1st - - 

Deferred taxes due to income and expenses 290 - 

As of December 31 290 - 

 

 

In the Republic of Kazakhstan, the income tax rate in 2020 and 2019 was 20%. 

 

The reasons why the actual income tax expense differs from tax determined at the standard corporate income tax 

rate (20%) on taxable income for the years ended 31 December are shown below: 
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 2020 2019 

 KZT’000 KZT’000 

Profit before tax 206,977 - 

Estimated amount of income tax at a rate of 20% (41,395) - 

Constant differences (540) - 

Income tax expense (41,935) - 

Effective income tax rate 20.26% - 

 

10. Cash and cash equivalents 

 

 31.12.2020 31.12.2019 

 KZT’000 KZT’000 

Cash in transit 15,583 - 

Cash in bank accounts 90,751 - 

 106,334 - 

 

As of December 31, 2020, there are no limited funds to use. 

 

According to the rating agency Standard & Poor’s, the credit ratings of banks in which the Company had funds were 

“B” as of December 31, 2020. 

 

 

11. Loans to clients 

 

Loans to customers are presented in the form of micro-credits to individuals for a period of not more than 30 days 

and are as follows: 

 

 31.12.2020 31.12.2019 

 KZT’000 KZT’000 

Microcredits to individuals 1,062,546 - 

Estimated reserve for ECL (250,659) - 

 811,887 - 

 

The table below shows credit quality and maximum exposure to credit risk by timing and ECL stage. 

 

 

 

 

 

 

 

 



Limited liability company “Microfinance organization “Kredit Seven Kazakhstan” 

Notes to the financial statements for the year ended 31 December 2020 (continued)

 

 Stage 1 
On a group 

basis 

Stage 2 
On a group 

basis 

Total 

 KZT’000 KZT’000 KZT’000 

Performing assets    

Not overdue 741,938 - 741,938 

Overdue up to 30 days 127,241 - 127,241 

Overdue from 30 to 60 days - 68,529 68,529 

Overdue from 60 days - 124,838 124,838 

 869,179 193,367 1,062,546 

Estimated reserve for ECL (95,034) (155,625) (250,659) 

 774,145 37,742 811,887 

 

12. Other assets 

 

 31.12.2020 31.12.2019 

 KZT’000 KZT’000 

Prepayments 80,414 - 

Reserves 3,480 - 

Other 525  

 84,419 - 

 

13. Loans and other borrowed funds 

 

 Base interest 
rate 

Repayment 
period 

31.12.2020 31.12.2019 

 %  KZT’000 KZT’000 

Loans received from ALDEGA 
UAB 

19.50 2021 
603,872 - 

   603,872 - 

Short-term remuneration payable   9,981 - 

Total loans   613,853 - 

 

Interest expense is recognized in the statement of consolidated income under “Interest expense”. 

 

The above loans are not secured by a pledge of the company's property. 
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Notes to the financial statements for the year ended 31 December 2020 (continued)

 
14. Other liabilities  

 

 31.12.2020 31.12.2019 

 KZT’000 KZT’000 

Payables from operating activities 25,684 - 

Wages payable 195 - 

Other 2,714  

 28,593 - 

 

15. Estimated liabilities 

 

Estimated liabilities are presented in the form of an estimated employee vacation liability. These estimated liabilities 

will be used during 2021. 

 

16. Authorized capital  

 

The authorized capital of the Company as of December 31, 2020 was paid in full and is presented as follows: 

 

 31.12.2020 31.12.2019 

 Share Amount Share Amount 

 % KZT’000 % KZT’000 

ALDEGA UAB 100.00 150,000 - - 

 100.00 150,000 - - 

 

ALDEGA UAB is a resident of the Republic of Lithuania. 

 

17. Related Party Disclosures 

 

In considering the possible existence of a related party relationship, attention is directed to the substance of the 

relationship, and not merely the legal form. The table below provides information on the total amounts of transactions 

entered into with related parties for the respective reporting year: 

 

 Transactions carried out 
during 2020 

Amount of outstanding 
balances as at December 31, 

2020 

 
 
Related party 

Sales to 
related 
parties 

Purchases 
from related 

parties 

Receivables 
from related 

parties 

Payables to 
related 
parties 

 KZT’000 KZT’000 KZT’000 KZT’000 

Aventus IT, LLC - 50,291 - 18,065 

 

As of December 31, 2020, the sole participant had outstanding debt on the loan received (Note 13). 
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Notes to the financial statements for the year ended 31 December 2020 (continued)

 
Management staff remuneration: 

 

 2020 2019 

 KZT’000 KZT’000 

Salaries and other remuneration 356 - 

 356 - 

 

18. Contingent liabilities 

Lawsuits and claims 

 

In the course of its ordinary activities, the Company may be subject to various processes and claims. The Company 

assesses the probability of occurrence of significant liabilities, taking into account the specific circumstances and 

reflects an appropriate allowance in its financial statements only when it is probable that the events giving rise to 

the liability will actually take place and the amount of the related liability can be reasonably determined. 

 

Taxation 

 

The Company is exposed to uncertainties related to the determination of its tax liabilities. Management's 

interpretation of tax legislation as it applies to the Company's operating activities may or may not be challenged by 

the relevant tax authorities, which may result in the collection of additional tax payments from the Company, 

including fines and penalties, which could have a negative effect on the Company's financial position and results of 

operations. 

 

Insurance 

  

The insurance system in Kazakhstan is under development and many forms of insurance coverage common to 

other countries in the world are not yet widely available. The Company does not have full coverage for termination 

of business or public liability for damage to property or the environment resulting from accidents affecting Company 

property or operations. Until the Company obtains adequate insurance coverage, there is a risk that loss or 

destruction. 

 

19. Events after the reporting period 

 

Due to changes in the legislation of the Republic of Kazakhstan regarding the availability of a license for 

microfinance organizations, on March 5, 2021, the Company received a license to carry out the activities of a 

microfinance organization. 

On March 18, 2021, the Company extended the term under the loan agreement with ALDEGA UAB until March 18, 

2022. 

 

 

 

 

 

General Director  

Trigubenko A.A.  
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