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Notes to the Financial Statements
for the Year Ended 31 December 2018
(in thousands of Russian rubles)

1.

Principal activities
MCC SimpleFinance LLC was founded on 20 May 2015 as a limited liability microcredit company under the
legislation of the Russian Federation. The Company was entered into the Russian register of microfinance
organizations. Its registered office is at 123610, Moscow, 12 Krasnopresnenskaya Embankment, office
building 1, premise 1 d, room 60.
The principal activity of the Company is granting loans and factoring financing to the clients of small and
medium business.
Initially in 2015 the Company started its activities by offering factoring financing to small and medium-sized
businesses. In 2016 the Company expanded the products portfolio and included microloans, as well as loans
for participation in tender auctions and loans secured by property. In 2017 and 2018 the Company continued
its activities added in 2016.
The Company offers following types of loans:
•

loans for financing of working capital for legal entities and individual entrepreneurs;

•

loans for investment purposes for legal entities and individual entrepreneurs;

•

factoring for legal entities and individual entrepreneurs selling products under grace period for
payment;

•

loans for secure tender proposal for legal entities and individual entrepreneurs participating in
government tenders and auctions;

•

loans secured by real estate for individuals, legal entities and individual entrepreneurs.

As at 31 December 2016 100% share in the Company’s capital was owned by Cypriot Company Finteca
Holdings Limited. In 2017 100% share was acquired by SF Holdings Company PLC. The acquisition of the
share in Company took place on 5 June 2017.
SF Holdings Company PLC is currently the sole owner of the Company.
The shareholders of the SF Holdings Company PLC as at 31 December 2018 and 31 December 2017 are:
•
Abacus (Cyprus) Limited – holding 3.55% as at 31 December 2018 (4.69% shares as at 31 December
2017);
•

Abacus (Nominees) Limited – holding 62.24% as at 31 December 2018 (82.38% as at 31 December
2017);

•

SBI Ventures Two Co., Ltd. – holding 18.60% as at 31 December 2018 (0% as at 31 December 2017);

•

C&L Nominees Limited – holding 0.25% as at 31 December 2018 (0% as at 31 December 2017);

•

FinTech Business Innovation LPS – holding 5.84% as at 31 December 2018 (0% as at 31 December
2017);

•

The remaining 9.52% of the issued shares is held by six non-resident individuals (12.93% as at 31
December 2017).

The Company has no ultimate controlling party.
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Business Environment in the Russian Federation
The Company’s operations are primarily located in the Russian Federation. Consequently, the Company is
exposed to the economic and financial markets of the Russian Federation which display characteristics of
an emerging market. The legal, tax and regulatory frameworks continue development, but are subject to
varying interpretations and frequent changes which together with other legal and fiscal impediments
contribute to the challenges faced by entities operating in the Russian Federation.
Starting in 2014, the United States of America, the European Union and some other countries have imposed
and expanded economic sanctions against a number of Russian individuals and legal entities. The
imposition of the sanctions has led to increased economic uncertainty, including more volatile equity
markets, a depreciation of the Russian rouble, a reduction in both local and foreign direct investment inflows
and a significant tightening in the availability of credit. As a result, some Russian entities may experience
difficulties accessing the international equity and debt markets and may become increasingly dependent on
state support for their operations. The longer-term effects of the imposed and possible additional sanctions
are difficult to determine.
The financial statements reflect management’s assessment of the impact of the Russian business
environment on the operations and financial position of the Company. The future business environment may
differ from management’s assessment.

2.

Basis of Presentation

(a)

Statement of compliance. These financial statements are prepared in accordance with International
Financial Reporting Standards (IFRS).
This is the first set of the Company’s annual financial statements to which IFRS 9 Financial Instruments and
IFRS 15 Revenue from Contracts with Customers have been applied. Changes to significant accounting
policies are described in Note 4.
The accounting policies used in preparation of these financial statements are set out below.

(b)

Basis of measurement. The financial statements are prepared on the historical cost basis unless disclosed
otherwise.

(c)

Functional and presentation currency. The functional currency of the Company is the Russian Rouble
(RUB) as, being the national currency of the Russian Federation, it reflects the economic substance of the
majority of underlying events and circumstances relevant to them.
The RUB is also the presentation currency for the purposes of these financial statements.
Financial information presented in RUB is rounded to the nearest thousand.

(d) Use of estimates and judgments
In preparing these financial statements, management has made judgement, estimates and assumptions that
affect the application of the Company’s accounting policies and the reported amounts of assets and
liabilities, income and expense. Actual results may differ from these estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognized in the period in which the estimates are revised and in any future periods affected.
Judgements
Information about judgements made in applying accounting policies that have the most significant effects
on the amounts recognized in the financial statements is included in the following notes:
•

Applicable to 2018 only

‒

classification of financial assets: assessment of the business model within which the assets are held and
assessment of whether the contractual terms of the financial asset are solely payments of principal and
interest on the principal amount outstanding – Note 22.
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‒

establishing the criteria for determining whether credit risk on the financial asset has increased significantly
since initial recognition, determining methodology for incorporating forward-looking information into
measurement of ECL and selection and approval of models used to measure ECL – Note 22.
Assumptions and estimations uncertainty
Information about assumptions and estimation uncertainties that have a significant risk of resulting in a
material adjustment in the year ended 31 December 2018 is included in the following notes:
• Applicable to 2018 only
‒ impairment of financial instruments: determining inputs into the ECL measurement model, including
incorporation of forward-looking information – Note 22.
• Applicable to 2018 and 2017
‒ impairment of financial instruments – Note 6, 7, 8, 9, 22.
‒ estimates of fair values of financial assets and liabilities – Note 25.

3.

Changes in accounting policies and presentation
The Company has adopted IFRS 9 and IFRS 15 from 1 January 2018.
A number of other new standards are also effective from 1 January 2018 but they do not have a material
effect on the Company’s financial statements.
Due to the transition methods chosen by the Company in applying IFRS 9, comparative information
throughout these financial statements has not generally been restated to reflect its requirements.
The adoption of IFRS 15 did not impact the timing or amount of fee and commission income from contracts
with customers and the related assets and liabilities recognized by the Company. Accordingly, the impact on
the comparative information is limited to new disclosure requirements.
The effect of initially applying these standards is mainly attributed to the following:
• an increase in impairment losses recognized on financial assets (see Note 4);
• additional disclosures related to IFRS 9 (see Note 22).
A. IFRS 9 Financial instruments
IFRS 9 sets out requirements for recognizing and measuring financial assets, financial liabilities and some
contracts to buy or sell non-financial items. This standard replaces IAS 39 Financial Instruments: Recognition
and Measurement. The requirements of IFRS 9 represent a significant change from IAS 39. The new
standard brings fundamental changes to the accounting for financial assets and to certain aspects of the
accounting for financial liabilities.
As a result of the adoption of IFRS 9, the Company has applied consequential amendments to IAS 1
‘Presentation of Financial Statements’, which require separate presentation in the statement of profit or loss
and other comprehensive income of interest revenue calculated using the effective interest method.
Previously, the Company disclosed this amount in notes to the financial statements.
Additionally, the Company has adopted consequential amendments to IFRS 7 ‘Financial Instruments:
Disclosures’ that are applied to disclosures about 2018 but have not been applied to the comparative
information.
The key changes to the Company’s accounting policies resulting from its adoption of IFRS 9 are summarized
below.
Classification of financial assets and financial liabilities
IFRS 9 contains three principal classification categories for financial assets: measured at amortized cost, fair
value through other comprehensive income (FVOCI) and fair value through profit or loss (FVTPL). IFRS 9
classification is generally based on the business model in which a financial asset is managed and its
contractual cash flows. The standard eliminates the existing IAS 39 categories of held-to-maturity, loans and
receivables and available-for-sale. Under IFRS 9, derivatives embedded in contracts where the host is a
financial asset in the scope of the standard are never bifurcated. Instead, the whole hybrid instrument is
assessed for classification. For an explanation of how the Company classifies financial assets under IFRS
9, see Note 24.
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IFRS 9 largely retains the existing requirements in IAS 39 for the classification of financial liabilities. However,
although under IAS 39 all fair value changes of liabilities designated under the fair value option were
recognized in profit or loss, under IFRS 9 fair value changes are generally presented as follows:
• the amount of change in the fair value that is attributable to changes in the credit risk of the liability is
presented in other comprehensive income; and
• the remaining amount of change in the fair value is presented in profit or loss.
For an explanation of how the Company classifies financial liabilities under IFRS 9, see Note 24.
Impairment of financial assets
IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with an ‘expected credit loss’ model. The new impairment
model also applies to certain loan commitments and financial guarantee contracts but not to equity
investments.
Under IFRS 9, credit losses are recognized earlier than under IAS 39. For an explanation of how the
Company applies the impairment requirements of IFRS 9, see Note 24.
Transition
Changes in accounting policies resulting from the adoption of IFRS 9 have been applied retrospectively,
except as described below.
• Comparative periods have not been restated. Differences in the carrying amounts of financial assets and
financial liabilities resulting from the adoption of IFRS 9 are recognized in retained earnings and reserves as
at 1 January 2018. Accordingly, the information presented as at and for the year ended 31 December 2017
does not reflect the requirements of IFRS 9 and therefore is not comparable to the information presented as
at and for the year ended 31 December 2018 under IFRS 9.
• The following assessments have been made on the basis of the facts and circumstances that existed at
the date of initial application.
‒ The determination of the business model within which a financial asset is held.
For more information and details on the changes and implications resulting from the adoption of IFRS 9, see
Notes 4, 24.
B. IFRS 15 Revenue from Contracts with Customers
IFRS 15 establishes a comprehensive framework for determining whether, how much and when revenue is
recognized. It replaced IAS 18 ‘Revenue’, IAS 11 ‘Construction Contracts and related interpretations’.
The Company initially applied IFRS 15 on 1 January 2018 retrospectively in accordance with IAS 8 without
any practical expedients. The timing or amount of the Company’s fee and commission income from
contracts with customers was not impacted by the adoption of IFRS 15.
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4.

Transition to IFRS 9
Classification of financial assets and financial liabilities on the date of initial application of IFRS 9
The following table shows the original measurement categories in accordance with IAS 39 and the new
measurement categories under IFRS 9 for the Company’s financial assets and financial liabilities as at
1 January 2018.

Note

Original
New
classification classification
under IAS 39 under IFRS 9

Original
New
carrying
carrying
amount
amount
under IAS 39 under IFRS 9

Financial assets
Cash and cash equivalents

5

Factoring receivables

8

Loans granted
Total financial assets

9

Financial liabilities
Loans and borrowings

13

Loans and
receivables Amortized cost
Loans and
receivables Amortized cost
Loans and
receivables Amortized cost

Amortized Amortized cost
cost

Total financial liabilities

883 624

883 624

1 319 173

1 318 355

690 241
2 893 038

682 208
2 884 187

2 635 739
2 635 739

2 635 739
2 635 739

The Company’s accounting policies on the classification of financial instruments under IFRS 9 are set out
in Note 24. The application of these policies resulted in the reclassifications set out in the table above and
explained below:
Such categories of financial assets as Cash and cash equivalents, Deposits, Factoring receivables and
Loans granted were reclassified from Loans and receivables to the Financial assets at amortized cost, what
led to a slight change in carrying amounts. In all other aspects no significant changes in categories of
financial instruments took place as at 1 January 2018 after transition to IFRS 9.

The following table reconciles the carrying amounts under IAS 39 to the carrying amounts under IFRS 9 on
transition to IFRS 9 on 1 January 2018.
IAS 39
carrying
amount
31 December
2017
Financial assets
Financial assets at
amortized cost
Cash and cash
equivalents:
Opening balance
Remeasurement
Closing balance
Deposits:
Opening balance
Remeasurement
Closing balance
Factoring receivables:
Opening balance

Reclassification

Remeasurement

IFRS 9
carrying
amount
1 January
2018

883 624
883 624
1 319 173
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IAS 39
carrying
amount
31 December
2017
Remeasurement
Closing balance
Loans granted:
Opening balance
Remeasurement
Closing balance
Total financial assets

Reclassification

Remeasurement
(818)

IFRS 9
carrying
amount
1 January
2018
1 318 355

690 241
(8 033)
2 893 038

-

(8 851)

682 208
2 884 187

The following table reconciles:
• the closing impairment allowance for financial assets in accordance with IAS 39 and provisions for loan
commitments and financial guarantee contracts in accordance with IAS 37 Provisions, Contingent Liabilities
and Contingent Assets as at 31 December 2017; to
• the opening ECL allowance determined in accordance with IFRS 9 as at 1 January 2018.
For financial assets, this table is presented by the related financial assets' measurement categories in
accordance with IAS 39 and IFRS 9 and shows separately the effect of the changes in the measurement
category on the loss allowance at the date of initial application of IFRS 9, i.e. as at 1 January 2018.
Impairment allowance and provisions
31 December
1 January
2017 (IAS 39/ ReclasRemea2018
IAS 37) sification surement
(IFRS 9)
Loans and receivables and held to maturity
securities under IAS 39/financial assets at amortized
cost under IFRS 9 (includes cash and cash
equivalents, loans to banks and loans to customers)
Total measured at amortized cost
Related tax
Total measured at amortized cost after tax

13 634
13 634
13 634

-

8 851
8 851
(1 771)
7 080

22 485
22 485
(1 771)
20 714
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5.

Cash and cash equivalents
Cash and cash equivalents are as follows:
Rating
Moody’s/ACRA*
Cash and cash equivalents
– settlement account in rubles in “Alfa-Bank” JSC
– settlement account in rubles in “Sberbank of Russia”
PJSC
– settlement account in rubles in “Bank Finam” JSC
– settlement account in rubles in “Otkrytie” FK PJSC
– settlement account in rubles in SBI Bank LLC (ex YarBank)
– settlement account in rubles in “Promsvyazbank” PJSC
– settlement account in rubles in CB “Gazprombank” JSC
– settlement account in US dollars in SBI Bank LLC (ex
Yar-Bank)
– settlement account in rubles in “Bank VTB 24” PJSC
– settlement account in rubles in “NMB” JSC
– settlement account in rubles in CB “Interprombank” JSC
– settlement account in rubles in Bank” VTB” PJSC
Deposits with maturity of less than 1 month
– deposit in US dollars in “Alfa-Bank” JSC
– deposit in rubles in “Alfa-Bank” JSC
– deposit in rubles in “Sberbank of Russia” PJSC

Ba2

333 148
308 702

261 323
52

Baa3
*B1
Ba2

15 718
3 939
2 633

62 148
926
2 089

*B1
Ba3
Ba1

2 148
5
3

19 344
5

*B1
Baa3
n/a
B3
Baa3

-

158 413
17 676
637
25
8

Ba2
Ba2
Baa3

1 325 276
1 325 276
-

622 301
610 101
9 000
3 200

1 658 424

883 624

-

-

1 658 424

883 624

Total Cash and cash equivalents

-

31 December 31 December
2018
2017

Expected credit losses

Total Cash and cash equivalents after loss allowance

All cash and cash equivalents are classified in Stage 1 as at 31 December 2018.
The table above sets out the credit quality of cash and cash equivalents, based on a long-term rating
awarded by internationally regarded rating agencies S&P, Fitch or Moody's when available or based on
rating awarded by ACRA (marked with *).
Cash and cash equivalents are not overdue or credit-impaired.
6.

Deposits
Deposits with maturity over 1 month are as follows:
Rating
Moody’s/ACRA*
Deposits with maturity of more than 1 month
– deposit account in US dollars in “Alfa-Bank” JSC

Ba2

Total Deposits

-

Expected credit losses

Total Deposits after loss allowance

31 December 31 December
2018
2017
77 113
77 113

-

77 113

-

-

-

77 113

-

All deposits are classified in Stage 1 as at 31 December 2018.

18

MCC SimpleFinance LLC
Notes to the Financial Statements
for the Year Ended 31 December 2018
(in thousands of Russian rubles)

The table above sets out the credit quality of deposits, based on a long-term rating awarded by internationally
regarded rating agencies S&P, Fitch or Moody's when available or based on rating awarded by ACRA
(marked with *).
Deposits are not overdue or credit-impaired.
7.

Accounts receivable
Accounts receivable are as follows:
31 December 31 December
2018
2017
Financial assets
Other financial receivables
Total financial assets

8.

-

108
108

Non-financial assets
Trade accounts receivable
Income tax receivable
Other taxes receivable
Advances to suppliers and contractors
Other accounts receivable
Total non-financial assets

1 792
13 785
704
2 468
4 871
23 620

122
3 602
3 724

Total accounts receivable

23 620

3 832

- Expected credit losses
Total accounts receivable after loss allowance

23 620

3 832

Factoring receivables
Factoring receivables are presented as follows:
31 December 31 December
2018
2017
Receivables purchased under factoring agreement

1 548 176

1 442 321

- Less accounts payable to factoring clients

(134 765)

(123 148)

Net Factoring receivables

1 413 411

1 319 173

(4 081)

-

1 409 330

1 319 173

-

Expected credit losses

Total Factoring receivables

All factoring receivables are stated at amortized cost calculated using effective interest rates. On conclusion
of factoring agreement the Company transfers to the client 80% - 90% of the total receivables purchased in
accordance with the funding ratios established by the Credit Committee. Second part is transferred after
repayment of receivables from debtors.
Factoring is the principal business of the Company and generated about 25% of total revenues for 2018
(159 882 thousand RUB) and 28% for 2017 (91 899 thousand RUB). Among the main debtors at of
31 December 2018 were Trading House Perekrestok, BestPrice LLC, Tander JSC, Dixie Yug JSC, Agrotorg
LLC, Ashan LLC (as at 31 December 2017 - Agrotorg LLC, BestPrice LLC, Trading House Perekrestok JSC,
Dixie Yug JSC, Metro Cash & Carry LLC).
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Credit quality of factoring receivables
The following table provides information on credit quality of the factoring receivables as at 31 December
2018 and 31 December 2017:
31 December 31 December
2018
2017
-

Not past due
Overdue less than 30 days
Overdue 31-90 days
Overdue 91-360 days
Overdue more than 360 days

1 407 698
4 840
873

1 316 251
420
2 502
-

Total gross factoring receivables

1 413 411

1 319 173

(4 081)

-

1 409 330

1 319 173

Expected credit losses
Total factoring receivables net

The following table provides information on credit quality of the factoring receivables as at 31 December
2018 based on a long-term rating of debtors awarded by internationally regarded rating agencies S&P, Fitch
or Moody's when available or based on rating awarded by ACRA.

Rated BBB
Rated from BB- to BB+
Not rated:
- Standard
Total gross factoring receivables
Expected credit losses
Carrying amount

31 December 2018
Stage 1
Stage 3
60 158
583 964
5 714
763 575
763 575
1 407 698
(1 386)
1 406 312

5 714
(2 696)
3 018

Total
60 158
589 678
763 575
763 575
1 413 411
(4 081)
1 409 330

Credit quality in the table above is based on the scale developed internally by the Company.
Standard receivables – assets with counterparties, which are rated from rating C and above, according to
the internal scale of the company and has no overdue payments, with low probability of default with high
ability to fulfil financial obligations in time.
Movements in the Impairment allowance for the years ended 31 December 2018 and 31 December 2017 is
disclosed in the Note 22.
Changes in estimates used in determining expected credit losses could affect the expected credit losses
amount. For example, if the net present value of estimated future cash flows increases/declines by
plus/minus 1%, expected credit losses will decline/increase by 41 thousand RUB as at 31 December 2018.
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9.

Loans granted
Loans granted to customers are as follows:
31 December 31 December
2018
2017
Loans secured by real estate
Loans for participation in tenders
Microloans issued
Total loans granted to customers

575 976
513 699
421 127

401 443
262 708
39 724

1 510 802

703 875

(38 800)

(13 634)

1 472 002

690 241

- Expected credit losses
Total loans to customers net

The Company offers several loan products on the market in the framework of microfinance activities:
•

financing of small and medium-sized businesses for participation in tender auctions,

•

financing of legal entities, individual entrepreneurs and individuals secured by real estate,

•
microloans to legal entities and individual entrepreneurs.
Credit quality of loans granted
The following table provides information on credit quality of loans granted as at 31 December 2018 and
31 December 2017:
31 December 2018

Loans for participation in
tenders
Not overdue
Overdue less than 30 days
Overdue 30-89 days
Overdue 90-179 days
Overdue 180-360 days
Gross loans for participation
in tenders
Expected credit losses
Carrying amount

Loans secured by real estate
Not overdue
Overdue less than 30 days
Overdue 30-89 days
Overdue 90-179 days
Overdue 180-360 days
Overdue more than 360 days
Gross loans secured by real
estate
Expected credit losses
Carrying amount

Total

31
December
2017

Stage 1

Stage 2

Stage 3

504 430
3 544
-

1 303
-

3 803
619

504 430
3 544
1 303
3 803
619

258 161
4 547
-

507 974
(767)
507 207

1 303
(19)
1 284

4 422
(3 007)
1 415

513 699
(3 793)
509 906

262 708
(4 517)
258 191

383 515
79 734
-

49 064
-

28 451
11 772
23 440

383 515
79 734
49 064
27 322
11 772
23 440

354 769
15 895
2 065
4 486
24 228

463 249
(4 008)
459 241

49 064
(601)
48 463

63 663
(19 023)
44 640

575 976
(23 632)
552 344

401 443
(5 344)
396 099
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31 December 2018
Microloans
Not overdue
Overdue less than 30 days
Overdue 30-89 days
Overdue 90-179 days
Overdue 180-360 days
Overdue more than 360 days
Gross microloans
Expected credit losses
Carrying amount
Total gross loans to
customers
Expected credit losses
Carrying amount

Stage 1

Stage 2

Stage 3

Total

397 735
14 545
412 280
(7 355)
404 925

3 382
3 382
(68)
3 314

1 357
1 949
2 159
5 465
(3 952)
1 513

397 735
14 545
3 382
1 357
1 949
2 159
421 127
(11 375)
409 752

1 383 503

53 749

72 421

1 510 802

(12 130)
1 371 373

(688)
53 061

(24 853)
47 568

(38 800)
1 472 002

31
December
2017
31 234
4 691
3 799
39 724
(3 773)
35 951

703 875
(13 634)
690 241

The Company started using the Expected Loss model from 2018 for estimating impairment allowance for
loans granted based on IFRS 9.
Changes in estimates used in determining expected credit losses could affect the expected credit losses
amount. For example, if the net present value of estimated future cash flows increases/declines by
plus/minus 1%, expected credit losses will decline/increase by 136 thousand RUB as at 31 December 2018
(as at 31 December 2017: 38 thousand RUB).
Movements in the loan impairment allowance for the periods ended 31 December 2018 and 31 December
2017 are presented tin the Note 22.
As at 31 December 2018 interest accrued on overdue and impaired loans amounts to 17 401 thousand RUB
(31 December 2017: 5 722 thousand RUB).
Analysis of collateral
Loans secured by real estate are the loans to individuals and corporate customers secured by a pledge of
real estate of customers or guarantors. Loans for participation in tenders and microloans are not secured.
As at 31 December 2018 the Company received a collateral of real estate for a total of 1 761 766 thousand
RUB (31 December 2017: 1 360 505 thousand RUB) or 552 344 thousand RUB (31 December 2017:
396 099 thousand RUB) excluding effect of overcollaterisation. To assess property, independent appraisers
are employed by the Company and after the receipt of the appraiser's report, a limit of financing is set for
the customer. In addition to the value of the property received as a collateral, the Company performs a check
for already-existing object encumbrances or legal controversies, which affects the approval or refusal to the
customer.
There was no repossessed collateral in 2018 and 2017.
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10. Intangible assets
Intangible assets of the Company are as follows:
Software
and
Licenses

Websites,
trademarks
and signs

Intangible
assets under
development

Other
intangible
assets

Total

Cost
1 January 2017
Acquisitions
Internal transfers
31 December 2017
Acquisitions
Internal transfers
31 December 2018

2 813
3 314
2 240
8 367
3 861
12 228

931
236
1 167
1 167

2 240
(2 240)
-

858
196
1 054
1 054

6 842
3 746
10 588
3 861
14 449

Accumulated amortization
1 January 2017
Amortization charge
31 December 2017
Amortization charge
31 December 2018

(481)
(3 241)
(3 722)
(1 965)
(5 687)

(50)
(157)
(207)
(212)
(419)

-

(307)
(307)
(325)
(632)

(531)
(3 705)
(4 236)
(2 502)
(6 738)

2 332
4 645
6 541

881
960
748

2 240
-

858
747
422

6 311
6 352
7 711

As at 1 January 2017
As at 31 December 2017
As at 31 December 2018

The Company's intangible assets are represented by web-sites, trademarks, and software and
licenses/access rights to use various software products. Along with these intangible assets, the Company
develops its unique IT software for implementation of the electronic P2P lending (person-to-person). For
2018 year 0 thousand RUB were capitalized for the development of this software (in 2017 – 1 230 thousand
RUB).

11. Income tax

Current income tax expense
Movements in deferred tax assets and liabilities
Total income tax benefit / (expense)

2018

2017

(1 269)
3 785

(18 861)
6 688

2 516

(12 173)

In 2018 the applicable tax rate for current and deferred income tax is 20% (2017: 20%).
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Calculation of effective income tax rate for the period ended 31 December 2018 and 31 December
2017:

(Loss) profit before income tax
Income tax at the applicable income tax rate
Tax benefits (DTA)
Other permanent differences including non-deductible interest
expense of loans received from related parties

2018

2017

(135 243)
27 048
-

32 479
(6 495)
(447)

(24 532)

(5 231)

2 516

(12 173)

Deferred tax asset and liability
Tax losses and temporary differences between the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for taxation purposes give rise to net deferred tax liabilities as at 31
December 2018 and 31 December 2017. These deferred tax liabilities are recognized in these financial
statements.
The deductible temporary differences do not expire under current tax legislation of the Russian Federation.
Movements in temporary differences during the period of 2018 are presented as follows:

(23)
(32)

Effect on
transition
to IFRS 9
-

450

1 771

1 842

-

4 063

(41 865)

-

-

4 759

(37 106)

902

-

1 955

-

2 857

(40 568)

1 771

3 785

4 759

(30 253)

Balance as at
1 January 2018
Fixed assets
Intangible assets
Loans granted and
factoring receivables
Borrowings and loans
received
Reserves and
provisions

Recognized Recognized
in profit or
directly in
loss
equity
(17)
5
-

Balance as at
31 December
2018
(40)
(27)

Movements in temporary differences during the years 2017 are presented as follows:

Fixed assets
Intangible assets
Loans granted and factoring
receivables
Borrowings and loans received
Reserves and provisions
Tax loss carry forwards

13
(10)

Recognized
directly in
equity
-

Balance as at
31 December
2017
(23)
(32)

1 516

(1 066)

-

450

(21 836)
447
(19 931)

7 296
902
(447)
6 688

(27 325)
(27 325)

(41 865)
902
(40 568)

Balance as at
1 January 2017

Recognized in
profit or loss

(36)
(22)
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12. Accounts payable
Accounts payable are as follows:
31 December 31 December
2018
2017
Non-financial liabilities
Trade accounts payable

Taxes payable (other than income tax)
Accounts payable to employees
Advances received
Other accounts payable
Total non-financial liabilities

21 074
10 735
2 962
3 097
37 868

8 558
478
2 358
11 394

Total accounts payable

37 868

11 394

13. Loans and borrowings
The Loans and borrowings received are as follows:

Issue Payback Nominal Effective
date
period interest interest
Currency (year)
(year)
rate %
rate %
SF Holdings Company PLC
SF Holdings Company PLC
SF Holdings Company PLC

US dollar
US dollar
US dollar

2017
2018
2018

SF Holdings Company PLC

US dollar

2015

Finteca Holdings Ltd (notes)
Finteca LLC
Finteca LLC
Finteca LLC
Finteca LLC
Finteca LLC
Transcontinental Properties LLC
UURRAA Stock LLC
“SBI Bank” LLC (ex Yar-Bank)
Total loans and borrowings

Rubles
Rubles
Rubles
Rubles
Rubles
Rubles
Rubles
Rubles
US dollar

2017
2017
2017
2017
2017
2017
2016
2016
2017

2022
2028
2024
20202021
2022
2020
2018
2018
2018
2018
2019
2018
2018

Balance
31 December
2018

Balance
31 December
2017

11
6.5
6.5

7.1
6.5
6.5

878 275
273 152
1 181 251

1 311 423
-

2.5

8.6

-

344 175

6
7
18
10
18
10
11
8
6

12.6
11.2
12.6
12.6
12.6
12.6
11
8
6

319 281
673 026
42 240
3 367 224

283 529
341 439
17 916
30 089
62 677
9 873
40 140
35 844
158 634
2 635 739

The loan from SF Holdings Company PLC, a parent company, received in 2017 at an interest rate of 2.5%
per annum are payable in 2020-2021 (originally loan was received from Finteca Holdings Ltd in 2015 and
was transferred by Finteca Holdings Ltd to SF Holdings Company PLC on 1 July 2017 on the same terms).
Since this loan was received at an interest rate below market it was measured at initial recognition at fair
value using market rates at dates of each tranche received. This loan was completely repaid in 2018.
Other loans from SF Holdings Company PLC, Finteca Holdings Ltd and Finteca LLC were also measured
at initial recognition at fair value. This resulted in the adjustment of 58 929 thousand RUB for 2018 (136 625
thousand RUB for 2017) of borrowings and recognized in additionally paid in capital (please see note 15 for
details).
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Reconciliation of movements of liabilities to cash flows arising from financing activities for 2018:
Loans and borrowings
Balance at 1 January 2018
2 635 739
Changes from financing cash flows
Loans received
1 966 209
Repayment of loans
(1 795 883)
Interest paid
(53 087)
Total changes from financing cash flows
117 239
Foreign exchange difference
333 496
Fair value adjustment
58 929
Interest expense
221 821
Balance at 31 December 2018
3 367 224
Reconciliation of movements of liabilities to cash flows arising from financing activities for 2017:

Balance at 1 January 2017
Changes from financing cash flows
Loans received
Repayment of loans
Interest paid
Total changes from financing cash flows
Foreign exchange difference
Fair value adjustment
Interest expense
Balance at 31 December 2017

Loans and borrowings
690 692
2 829 259
(783 870)
(8 322)
2 037 067
(25 001)
(159 474)
92 455
2 635 739

14. Provisions and other liabilities
Provisions are represented by the Company's employees unused vacation and remuneration provisions as
at 31 December 2018 and 31 December 2017 of 12 990 thousand RUB and 4 509 thousand RUB,
respectively.
15. Equity
As at 31 December 2015 the Charter capital was 10 thousand RUB. In 2016 the Company increased the
authorized capital up to 10 000 thousand RUB. As at 31 December 2018, the accumulated losses were
(147 822 thousand RUB, as at 31 December 2017 the accumulated losses were 8 015 thousand RUB. No
dividends were distributed in 2016-2017 years and for 2018.
The Company has no formal policy for capital management but Management seeks to maintain a sufficient
capital base for meeting the Company’s operational and strategic needs, and to maintain confidence of
market participants. This is achieved with efficient cash management, constant monitoring of Company’s
revenues and profit and long-term investment plans.
Under the current capital requirements set by the Central Bank of the Russian Federation, micro-credit
companies have to maintain a ratio of regulatory capital to assets (“statutory capital ratio”) above a
prescribed minimum level (5% for 2018 and 2017). The Company complied with the requirements as at
31 December 2018 and 31 December 2017.
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16. Reserves and other components of equity
Information about reserves are stated below:
Additionally paid in capital is represented by the following:
•
•

Additionally-paid in capital by shareholders. In 2018 shareholders made contribution to the
Additional Capital in amount of 15 000 thousand USD or 1 183 101 thousand RUB in rouble
equivalent.
Gain on Loans Received . Represents measurement of the Loans and borrowings to their fair value.
In 2018 the resulted accumulated difference amounted 202 705 thousand RUB or 155 138
thousand RUB net of tax (47 567) thousand RUB. In 2017 the resulted accumulated difference was
261 634 thousand RUB or 209 307 thousand RUB net of tax of (52 327) thousand RUB.
During 2018 the Company repaid before contractual maturity several loans received from parent
company. Unamortized proportion of the fair value adjustment initially recognized on these loans
was recorded as decrease in additionally-paid-in capital and shown as distribution in the Statement
of Changes in Equity.

17. Interest income calculated using effective interest rate
Direct income from the Company’s main activities is as follows:

Interest income from tender loans
Interest income from factoring
Interest income from secured loans
Interest income from microloans
Income from deposit operations
Total interest income from main activity

2018

2017

271 952
159 882
116 233
62 611
15 662
641 289

135 076
91 899
68 074
17 575
108
323 553

Other income from main activity mainly consist of penalties received from customers for delays of payments
on loans.
18. Direct expenses for main activity
Direct expenses for Company’s main activities are as follows:

Broker and agency services for tender loans
Broker and agency services for factoring
Broker and agency services for microloans
Fees for tender loan platforms
Fees for factoring platform
Total direct expenses for main activity

2018

2017

(65 532)
(6 348)
(3 399)
(32 392)
(4 942)

(36 426)
(1 525)
(17 162)
(3 126)

(112 613)

(58 239)

Fees for tender loan platforms and for factoring platform are paid to attract customers for factoring and
tender financing. Main counterparties are Edisoft Systems Ltd. (factoring platform) and EETP JSC,
ETS JSC, Sberbank AST JSC (tender platform).
Direct costs from operating activities include expenses resulting from the maintenance or expansion of a
particular type of activity and which could be avoided in the absence of this type of activity.
In accordance with accounting policy interest income is recognized on an accrual basis calculated using the
effective interest rate method. The above mentioned direct costs are considered as integral part of the
effective interest rate and used for determination of amortized cost of loans and factoring receivables.
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19. Net (loss) income from operations in foreign currency
Net (loss) income from operations in foreign currency is as follows:
2018

2017

Exchange transactions, net
Exchange differences, net

3 397
(219 551)

(2 214)
28 471

Total net (loss)/ income on transactions with foreign currency

(216 154)

26 257

The costs of buying and selling foreign exchange, as well as positive and negative exchange rate differences
arise due to financing received from a parent company, SF Holdings Company PLC, in foreign currency,
US dollars.
20. Selling expenses
The selling expenses of the Company are as follows:
2018

2017

Wage and social due costs
Marketing and PR expenses
Information database costs
Rent of sale point
Appraiser services
Traveling expenses
Representation expenses
State duties
Materials and supplies
Consulting services
Agent fees
Other expenses

(25 403)
(4 861)
(2 140)
(1 809)
(952)
(549)
(446)
(50)
(15)
(6)
(174)

(17 956)
(4 669)
(4 871)
(25)
(372)
(717)
(31)
(156)
(264)
(554)
(157)

Total selling expenses

(36 405)

(29 772)

2018

2017

Wage and social due costs
Consulting services
Office rent costs
Bank charges
Audit fees
Information and databases costs
Amortization expenses
Medical insurance for employees
Materials and supplies
Office miscellaneous expenses
Other HR expenses
Representation charges
Software and licenses
Courier services
Legal services
Office renovation & repair costs
Notary expenses
Other expenses

(103 251)
(27 942)
(11 268)
(8 389)
(6 428)
(2 568)
(2 502)
(2 197)
(1 016)
(993)
(878)
(826)
(817)
(566)
(320)
(171)
(89)
(156)

(62 995)
(32 271)
(10 509)
(5 329)
(2 940)
(2 667)
(3 864)
(1 273)
(1 841)
(557)
(333)
(336)
(486)
(458)
(998)
(156)
(66)

Total administrative expenses

(170 377)

(127 079)

21. Administrative expenses
The administrative expenses of the Company are as follows:
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22. Financial risk review
This note presents information about the Company’s exposure to financial risks. For information on the
Company’s financial risk management framework, see Note 23.
Credit risk - Amounts arising from ECL
Inputs, assumptions and techniques used for estimating impairment
Inputs, assumptions and techniques used for estimating impairment are described in the note below.
Significant increase in credit risk
When determining whether the risk of default on a financial instrument has increased significantly since
initial recognition, the Company considers reasonable and supportable information that is relevant and
available without undue cost or effort. This includes both quantitative and qualitative information and
analysis, based on the Company’s historical experience and expert credit assessment and including
forward-looking information.
The objective of the assessment is to identify whether a significant increase in credit risk has occurred for
an exposure by comparing:
- the remaining lifetime probability of default (PD) as at the reporting date; with
- the remaining lifetime PD for this point in time that was estimated at the time of initial recognition of
the exposure (adjusted where relevant for changes in prepayment expectations).
The Company uses next criteria for determining whether there has been a significant increase in credit risk:

-

quantitative test based on movement in probability of default (PD);
qualitative indicators (actual or expected significant change in the external credit rating or internal
credit rating); and
backstop of 30 days past due.

Credit risk grades
The Company allocates each exposure to a credit risk grade based on a variety of data that is determined
to be predictive of the risk of default and applying experienced credit judgement. Credit risk grades are
defined using qualitative and quantitative factors that are indicative of risk of default. These factors vary
depending on the nature of the exposure and the type of borrower.
Credit risk grades are defined and calibrated such that the risk of default occurring increases exponentially
as the credit risk deteriorates so, for example, the difference in risk of default between credit risk grades 1
and 2 is smaller than the difference between credit risk grades 2 and 3.
Each exposure is allocated to a credit risk grade at initial recognition based on available information about
the borrower. Exposures are subject to ongoing monitoring, which may result in an exposure being moved
to a different credit risk grade. The monitoring typically involves use of the following data: client’s financial
statements, changes in external credit ratings, overdue status, existing and forecast changes in business,
financial and economic conditions.
Generating the term structure of PD
Credit risk grades are a primary input into the determination of the term structure of PD for exposures. The
Company collects performance and default information about its credit risk exposures analyzed by
jurisdiction or region and by type of product and borrower as well as by credit risk grading.
The Company employs statistical models to analyze the data collected and generate estimates of the
remaining lifetime PD of exposures and how these are expected to change as a result of the passage of
time.
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Determining whether credit risk has increased significantly
The Company assesses whether credit risk has increased significantly since initial recognition at each
reporting period. Determining whether an increase in credit risk is significant depends on the characteristics
on the portfolio and will include a ‘backstop’ for the term of the delay.
In some cases, applying the expert assessment of the quality of a loan and, if applicable, relevant historical
experience, the Company determines that there has been a significant increase in credit risk for a position
subject to credit risk, if this is indicated by specific information available, and these indicators cannot be
timely taken into account fully in the framework of quantitative analysis.
As a backstop, the Company considers that a significant increase in credit risk occurs no later than when
an asset is more than 30 days past due. Days past due are determined by counting the number of days
since the earliest elapsed due date in respect of which full payment has not been received. Due dates are
determined without considering any grace period that might be available to the borrower.
If there is evidence that there is no longer a significant increase in credit risk relative to initial recognition,
then the loss allowance on an instrument returns to being measured as 12-month ECL. Some qualitative
indicators of an increase in credit risk, such as delinquency or forbearance, may be indicative of an
increased risk of default that persists after the indicator itself has ceased to exist. In these cases the
Company determines a probation period during which the financial asset is required to demonstrate good
behavior to provide evidence that its credit risk has declined sufficiently. When contractual terms of a loan
have been modified, evidence that the criteria for recognizing lifetime ECL are no longer met includes
history of up-to-date payment performance against the modified contractual terms. The probation period
for each type of credit product depends on its turnover rate:
- For factoring financing the probation period maybe from 30 to 60 days,
- For loans for participation in tenders the probation period maybe from 20 to 30 days,
- For loans secured by real estate the probation period maybe from 30 to 120 days,
- For microloans the probation period maybe from 30 to 60 days.
The Company monitors the effectiveness of the criteria used to identify significant increases in credit risk
by regular reviews to confirm that:
• the criteria are capable of identifying significant increases in credit risk before an exposure is in default;
• the criteria do not align with the point in time when an asset becomes 30 days past due;
• the average time between the identification of a significant increase in credit risk and default appears
reasonable;
• exposures are not generally transferred directly from 12-month ECL measurement to credit-impaired;
and
• there is no unwarranted volatility in loss allowance from transfers between 12-month ECL (stage 1) and
lifetime ECL measurements (stage 2).
Definition of default
The Company considers a financial asset to be in default when:
• the borrower is unlikely to pay its credit obligations to the Company in full, without recourse by the
Company to actions such as realizing security (if any is held);
• the borrower is past due more than 90 days on any material credit obligation to the Company; or
• it is becoming probable that the borrower will restructure the asset as a result of bankruptcy due to the
borrower’s inability to pay its credit obligations.
In assessing whether a borrower is in default, the Company considers indicators that are:
• qualitative – e.g. breaches of covenant;
• quantitative – e.g. overdue status and non-payment on another obligation of the same issuer to the
Company; and
• based on data developed internally and obtained from external sources.
Inputs into the assessment of whether a financial instrument is in default and their significance may vary
over time to reflect changes in circumstances.
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Incorporation of forward-looking information
The Company incorporates forward-looking information into both the assessment of whether the credit risk
of an instrument has increased significantly since its initial recognition and the measurement of ECL. The
company uses the expert judgment to assess predictive analytics. Such an information is based on the
external data as well.
As an indicator assessed as for the significant fluctuations oil prices are used. This choice is brought up by
the evident correlation of oil prices with corporate loans overdue dynamics in Russia.
The Company regularly assess the significance of predicted oil prices change. If such a change is
significant, the Company calculates the coefficient of oil prices change impact on the predictable level of
customers’ defaults via regression analysis and applies this coefficient to its customers’ PD.
The economic scenarios used as at 31 December 2018 included the following key indicators for Russia
for the years ending 31 December 2019 through 2023.
2018
2019
2020
actual
projected
projected
Urals oil prices forecast, average for the
60
55
69,8
year, $

NPL projected
Growth of NPL

7,71%

7,38%

7,80%

95,77%

105,65%

The increase /decrease of projected NPL growth by 1% will lead to increase/decrease in the total amount
of ECL by 13 RUB thousand.
Modified financial assets
The contractual terms of a loan may be modified for a number of reasons, including changing market
conditions, customer retention and other factors not related to a current or potential credit deterioration of
the customer. An existing loan whose terms have been modified may be derecognized and the renegotiated
loan recognized as a new loan at fair value in accordance with the accounting policy set out in Note 24.
When the terms of a financial asset are modified and the modification does not result in derecognition, the
determination of whether the asset’s credit risk has increased significantly reflects comparison of:
• its remaining lifetime PD at the reporting date based on the modified terms; with
• the remaining lifetime PD estimated based on data at initial recognition and the original contractual
terms.
When modification results in derecognition, a new loan is recognized and allocated to Stage 1 (assuming
it is not credit-impaired at that time).
The Company renegotiates loans to customers in financial difficulties (referred to as ‘forbearance activities’)
to maximize collection opportunities and minimize the risk of default. Under the Company’s forbearance
policy, loan forbearance is granted on a selective basis if the debtor is currently in default on its debt or if
there is a high risk of default, there is evidence that the debtor made all reasonable efforts to pay under the
original contractual terms and the debtor is expected to be able to meet the revised terms.
The revised terms usually include extending the maturity, changing the timing of interest payments and
amending the terms of loan covenants. All credit products are subject to the forbearance policy.
For financial assets modified as part of the Company’s forbearance policy, the estimate of PD reflects
whether the modification has improved or restored the Company’s ability to collect interest and principal
and the Company’s previous experience of similar forbearance action. As part of this process, the Company
evaluates the borrower’s payment performance against the modified contractual terms and considers
various behavioral indicators.
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Generally, forbearance is a qualitative indicator of a significant increase in credit risk and an expectation of
forbearance may constitute evidence that an exposure is credit-impaired (see Note 24). A customer needs
to demonstrate consistently good payment behavior over a period of time before the exposure is no longer
considered to be credit-impaired/ in default or the PD is considered to have decreased such that the loss
allowance reverts to being measured at an amount equal to 12-month ECL.
Measurement of ECL
The key inputs into the measurement of ECL are the term structure of the following variables:
• probability of default (PD);
• loss given default (LGD);
• exposure at default (EAD).
ECL for exposures in Stage 1 is calculated by multiplying the 12-month PD by LGD and EAD. ECL for
exposures in Stages 2 and 3 is calculated by multiplying the lifetime PD by LGD and EAD.
These parameters are generally derived from internally developed statistical models and other historical
data. They are adjusted to reflect forward-looking information as described above.
For factoring receivables PD indicators are calculated basing on the Company’s assessment of debtor’s
credit risk. This assessment is based on externally and internally compiled data comprising both
quantitative and qualitative factors. When it is available Company uses credit ratings from rating agencies
to derive the PD for corporate customers. When external ratings are no available the Company uses internal
risk grading mode. All debtors are rated based on their financial statements and other available information
from the rate 1 to 22 on the scale which is then transited to the analogue of S&P credit rating scale.
If a counterparty or exposure migrates between rating classes, then this will lead to a change in the estimate
of the associated PD. PDs are estimated considering the contractual maturities of exposures and estimated
prepayment rates.
For other loans issued PD indicators are calculated basing on the historical data on actual default rates in
the Company during the accounting period. For such a period the Company uses the interval of 12 months.
The annual interval is chosen in accordance with the average credit cycle which counts 12 months.
The Company estimates LGD parameters based on the history of recovery rates of claims against defaulted
counterparties. The LGD models consider the structure, collateral, seniority of the claim, counterparty
industry and recovery costs of any collateral that is integral to the financial asset. For loans secured by
retail property, LTV ratios are a key parameter in determining LGD. LGD estimates are recalibrated for
different economic scenarios and, for real estate lending, to reflect possible changes in property prices.
They are calculated on a discounted cash flow basis using the effective interest rate as the discounting
factor.
EAD represents the expected exposure in the event of a default. The Company derives the EAD from the
current exposure to the counterparty and potential changes to the current amount allowed under the
contract and arising from amortization. The EAD of a financial asset is its gross carrying amount at the time
of default. For lending commitments, the EAD is potential future amounts that may be drawn under the
contract, which are estimated based on historical observations and forward-looking forecasts.
As described above, and subject to using a maximum of a 12-month PD for Stage 1 financial assets, the
Company measures ECL considering the risk of default over the maximum contractual period (including
any borrower’s extension options) over which it is exposed to credit risk, even if, for credit risk management
purposes, the Company considers a longer period. The maximum contractual period extends to the date
at which the Company has the right to require repayment of an advance or terminate a loan commitment
or guarantee.
Where modelling of a parameter is carried out on a collective basis, the financial instruments are grouped
on the basis of shared risk characteristics that include:
• portfolio;
• credit risk gradings;
• collateral type;
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• LTV ratio for loans secured by real estate;
• date of initial recognition;
• remaining term to maturity.
The groupings are subject to regular review to ensure that exposures within a particular group remain
appropriately homogeneous.
For portfolios in respect of which the Company has limited historical data, external benchmark information
is used to supplement the internally available data. The portfolios for which external benchmark information
represents a significant input into measurement of ECL are as follows.

Cash and cash
equivalents
Deposits

Exposure
1 658 424
77 113

External benchmarks used
PD
LGD
Moody’s default study
S&P recovery studies
Moody’s default study

S&P recovery studies

Loss allowance
The following tables show reconciliations from the opening to the closing balances of the loss allowance
by class of financial instruments. Comparative amounts for 2017 represent allowance account for credit
losses and reflect measurement basis under IAS 39.

Stage 1
Factoring receivables
Balance at 31 December 2017
Impact of adopting IFRS 9
Balance at 1 January 2018
Transfer to Stage 2
Transfer to Stage 3
Net remeasurement of loss allowance
New financial assets originated or purchased
Financial assets that have been repaid
Balance at 31 December 2018

662
662
(5)
1 390
(662)
1 385

2018
Stage 2
Stage 3
5
(5)
-

156
156
5
2 535
2 696

Factoring receivables
Balance at 1 January 2017
Net write-offs
Balance at 31 December 2017

818
818
2 535
1 390
(662)
4 081
2017
4 580
(4 580)
-

Stage 1
Loans for participation in tenders
Balance at 31 December 2017
Impact of adopting IFRS 9
Balance at 1 January 2018
Transfer to Stage 2
Transfer to Stage 3
Net remeasurement of loss allowance
New financial assets originated or purchased
Financial assets that have been repaid
Balance at 31 December 2018

Total

253
(15)
(251)
780
767

2018
Stage 2
Stage 3

15
(8)
12
19

3 072
8
2 999
(3 072)
3 007

Total
4 517
(1 192)
3 325
2 760
780
(3 072)
3 793
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Stage 1
Loans secured by real estate
Balance at 31 December 2017
Impact of adopting IFRS 9
Balance at 1 January 2018
Transfer to Stage 2
Transfer to Stage 3
Net remeasurement of loss allowance
New financial assets originated or purchased
Financial assets that have been repaid
Unwind of discounting
Balance at 31 December 2018

10 417
(1 124)
(123)
3 100
(8 262)

52
1 124
(534)
10
(51)

4 008

601

Stage 1
Microloans
Balance at 31 December 2017
Impact of adopting IFRS 9
Balance at 1 January 2018
Transfer to Stage 2
Transfer to Stage 3
Net remeasurement of loss allowance
New financial assets originated or purchased
Financial assets that have been repaid
Balance at 31 December 2018

2018
Stage 2
Stage 3

Stage 2

2 590
(237)
(1 515)
8 372
(1 855)
7 355

Total
5 344
7 858
13 202
14 514
3 100
(8 313)
1 129
23 632

2 733
534
14 627
1 129
19 023

2018
Stage 3

Total

2 550
138
2 392
(1 128)
3 952

3 773
1 367
5 140
846
8 372
(2 983)
11 375

237
(138)
(31)
68

Loans issued
2017
Balance at 1 January 2017
3 000
Net charge
11 869
Net write-offs
(1 235)
Balance at 31 December 2017
13 634
The following table provides a reconciliation between:
• amounts shown in the above tables reconciling opening and closing balances of loss allowance per class
of financial instrument; and
• the ‘impairment losses on interest bearing assets‘ and line items in the statement of profit or loss and
other comprehensive income.

Balance at 1 January 2018
Net remeasurement of loss
allowance
New financial assets originated
or purchased
Financial assets that have been
repaid
Unwind of discounting
Total movement of loss
allowance
Balance at 31 December 2018

Loans
secured
by real
estate

Factoring
receivables

Loans for
participation
in tenders

818

3 325

13 202

5 140

22 485

2 535

2 760

14 514

846

20 655

1 390

780

3 100

8 372

13 642

(662)

(3 072)

(8 313)

(2 983)

(15 030)

-

-

1 129

-

1 129

3 263

468

10 430

6 235

20 396

4 081

3 793

23 632

11 375

42 881

Microloans

Total
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Collateral held and other credit enhancements
Loans secured by real estate
At 31 December 2018, net carrying amount of credit-impaired loans secured by real estate amounted to
44 640 thousand RUB and the value of identifiable collateral (mainly commercial properties) held against those
loans amounted to 44 640 thousand RUB. For each loan, the value of disclosed collateral is capped to the
nominal amount of the loan that is held against.
The following table stratifies credit exposures from credit-impaired loans secured by real estate by ranges of
loan-to-value (LTV) ratio. LTV is calculated as the ratio of the gross carrying amount of the loan to the value of
the collateral. The valuation of the collateral excludes any adjustments for obtaining and selling the collateral.
For credit-impaired loans the value of collateral is based on the most recent appraisals.
2018
Credit-impaired loans
LTV ratio
Less than 50%
30 725
51-70%
11 311
> 70%
2 604
Total
44 640
At 31 December 2018, the Company did not hold any financial instruments for which no loss allowance is
recognized because of collateral.
During the period, there was no change in the Company’s collateral policies.
23.

Risk management policy

Risk management plays an important role in the Company’s activities. The main risks inherent in the
Company’s activities are:
•

credit risk;

•

liquidity risk;

•

market risk.

The Company acknowledges importance of effective and efficient risk management processes. Main risks
accepted by the Company are risks incidental to the companies carrying out micro-financial activity and
having financial assets and liabilities in foreign currency. Risk management system of MCC SimpleFinance
LLC is aimed at maintenance and further development of internal control systems which are the basic key
to success of the Company in this segment.
Risk management structure. The Company’s Management is ultimately responsible for identifying and
controlling the risks of the Company; at the same time the Company has a special Department of Expertise
& Decision-making, which is responsible for risk management and monitoring.
The Management is responsible for developing a general risk management approach and for development
of risk strategies and principles. It is also responsible for assessing the Company’s internal control system
effectiveness, including the overall risk management system.
The Financial Department is responsible for managing the assets and liabilities of the Company and its
financial structure as a whole. In addition, it has the primary responsibility for managing the liquidity and
financing risks of the Company.
The risk management processes in the Company are annually checked by the Financial Department, which
examines both the adequacy of procedures and the Company’s compliance with procedures. The Finance
Department discusses the results of the assessment with the management.
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Risk assessment and reporting systems. The Company’s risks are estimated using the method that
reflects both the expected loss that can occur in normal circumstances and an unexpected loss; the method
includes calculating the final actual loss on the basis of statistical models. In these models, probability
values based on past experience, adjusted for economic conditions are used. The Company also analyses
scenarios of the worst sequence of events, suggesting that extraordinary events, the probability of which is
very low, will actually occur.
Risk monitoring and control is mainly based on the limits of financing set by the Company. These limits
reflect the business strategy and market conditions of the Company’s environment, as well as the level of
risk that the Company wishes to take, with additional attention paid to individual industries. In addition, the
Company monitors and assesses the overall ability to withstand risks in relation to overall exposure to risks
in all types of risk and business areas.
Information collected in all areas of activity is examined and processed for the purpose of analysis, control
and early detection of risks. This information is presented and explained to the management, as well as to
the head of each business line. The report includes indicators of total credit risk, exceptions to limits, liquidity
ratios, and changes in the risk profile. Detailed risk reporting in terms of industry, customer, and geographic
segments is presented every month. Management assesses the adequacy of the provision for loan losses
on a monthly basis.
Credit risk. The Company is exposed to credit risk, i.e. risk of non-fulfilment of obligations by one party
through a financial instrument and, as a consequence, the occurrence of a financial loss.
Risk management and monitoring is carried out within established limits by the Credit Committee and the
Company Management. Before any direct action by the Credit Committee, all recommendations on credit
processes (restrictions set for borrowers or addendums to a loan agreement, etc.) are reviewed and
approved by the risk management department manager or the Finance Department.
The Company sets the level of its credit risk by determining the maximum amount of risk in respect of one
borrower or a group of borrowers. Limits in respect of the level of credit risk for borrowers, products on a
monthly basis (quarterly) are approved by the Company Management. The risk for each borrower including
banks and brokers is further limited by sublimits covering the balance sheet and off-balance sheet risks set
by the Management. The actual size of risks is monitored daily against the established limits.
If necessary, and with respect to the majority of loans granted, the Company receives collateral, as well as
sureties of organizations.
Collateral retained as guarantee. Requirements for pledged item, registration, and determination of the
fair value of various types of collateral, its liquidity, monitoring procedure are regulated by internal
procedures. At the same time, the availability of a loan support formalized in accordance with the
established procedure does not replace an integrated assessment of the borrower. The fair value of
collateral is assessed at least quarterly. Monitoring of the pledged property is carried out by the employees
of the Department of Expertise & Decision-making and Department of Secured loans.
For purpose of further reduction of risks the collateral in the form of property is required to be insured.
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The maximum amount of credit risk. The Company’s maximum amount of credit risk can vary
significantly, depending on the individual risks inherent in specific assets and general market risks.
The following table presents the maximum amount of credit risk on balance sheet. For financial assets
recorded on balance sheet accounts, the maximum amount of credit risk is equal to the carrying value of
these assets, not including offsets of assets and liabilities or collateral.
31 December 31 December
2018
2017
Accounts receivable
Cash and cash equivalents
Deposits over 30 days
Loans granted
Factoring receivables

1 658 424
77 113
1 472 002
1 409 330

108
883 624
690 241
1 319 173

4 616 869

2 893 146

Liquidity risk
Liquidity risk management. Liquidity risk refers to the availability of sufficient funds to meet financial
commitments associated with financial instruments as they actually fall due.
In order to manage liquidity risk, the Company performs daily verification of the expected future receipts
from operations with customers and banking operations, which is part of the asset and liability management
process. The management sets limits in respect of the minimum proportion of funds due for payment
necessary for repayment of deposits and in respect of the minimum level of funds to provide interbank and
other loans that are necessary to compensate the repayment of deposit in an unforeseen amount.
The following summary presents the analysis of liquidity risk and interest-rate risk:
(a) The remaining contractual maturities of non-derivative financial assets and liabilities.
(b) The undiscounted cash flows on financial liabilities on the basis of their earliest possible contractual
maturity. The total gross outflow disclosed in the tables is the contractual, undiscounted cash flow.
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The analysis of liquidity risk and interest rate risk is presented in the following table based on contractual maturity as at 31 December 2018.
Effective
Less 1 year
interest rate
Financial assets
Cash and cash equivalents
Deposits over 30 days
Factoring receivables
Loans granted

1-2 yrs

2-3 yrs

3-4 yrs

4-5 yrs

Over 5 yrs

Total as at
31 December
2018

Overdue

1 658 424
77 113
1 409 330
897 452

18 365

44 441

34 856

54 828

318 008

104 052

1 658 424
77 113
1 409 330
1 472 002

4 042 319

18 365

44 441

34 856

54 828

318 008

104 052

4 616 869

(715 266)

-

-

(1 120 419)

- (1 531 539)

-

(3 367 224)

Total financial liabilities

(715 266)

-

-

(1 120 419)

- (1 531 539)

-

(3 367 224)

Net liquidity gap on financial
assets and liabilities

3 327 053

18 365

44 441

(1 085 563)

54 828 (1 213 531)

104 052

Cumulative liquidity gap on
financial assets and liabilities

3 327 053

3 345 418

3 389 859

2 304 296

18.19%
24.13%

Total financial assets
Financial liabilities
Loans and borrowings

7.53%

2 359 124

1 145 593

1 249 645
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The analysis of liquidity risk and interest rate risk is presented in the following table based on contractual maturity as at 31 December 2017.
Effective
Less 1 year
interest rate
Financial assets
Cash and cash equivalents
Factoring receivables
Loans granted
Accounts receivable

1-2 yrs

Over 5 yrs

Total as at
31 December
2017

Overdue

6 915
-

152 593
-

2 922
46 501
-

883 624
1 319 173
690 241
108

3 835

6 915

50 844

42 810

152 593

49 423

2 893 146

(315 035)

(40 140)

(374 906)

(310 706)

(1 594 952)

-

-

(2 635 739)

Total financial liabilities

(315 035)

(40 140)

(374 906)

(310 706)

(1 594 952)

-

-

(2 635 739)

Net liquidity gap on financial
assets and liabilities

2 271 691

(36 305)

(367 991)

(259 862)

(1 552 142)

152 593

49 423

Cumulative liquidity gap on
financial assets and liabilities

2 271 691

2 235 386

1 867 395

1 607 533

55 391

207 984

257 407

Financial liabilities
Loans and borrowings

9.35%

2 586 726

-

4-5 yrs

42 810
-

Total financial assets

3 835
-

3-4 yrs

50 844
-

18.29%
23.98%

883 624
1 316 251
386 743
108

2-3 yrs
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The gross undiscounted cash flows of financial liabilities as at 31 December 2018 were as follows:
2018

Cash flows under the agreement
Carrying
amount

Non-derivative financial liabilities
Loans and borrowings

Contractual
cash flows

Within the
period of
one year

1-2 years

2-3 years

3-4 years

4-5 years

5 years or
more

3 367 224

(4 220 750)

(958 339)

(191 319)

(191 319)

(1 210 519)

(96 019)

(1 573 235)

3 367 224

(4 220 750)

(958 339)

(191 319)

(191 319)

(1 210 519)

(96 019)

(1 573 235)

The gross undiscounted cash flows of financial liabilities as at 31 December 2017 were as follows:
2017

Cash flows under the agreement
Carrying
amount

Non-derivative financial liabilities
Loans and borrowings

Contractual
cash flows

Within the
period of
one year

1-2 years

2-3 years

3-4 years

4-5 years

5 years or
more

2 635 739

(3 730 978)

(325 389)

(43 500)

(527 556)

(435 620)

(2 398 913)

-

2 635 739

(3 730 978)

(325 389)

(43 500)

(527 556)

(435 620)

(2 398 913)

-
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Market risk. Market risk is the risk that adverse changes in market prices and interest rates would negatively
affect the earnings or the capital of the Company or the capability of the Company to achieve its business
goals. Market risk covers interest rate risk, currency risk and other pricing risks to which the Company’s
assets and liabilities are exposed.
The Company Management also manages interest rate and market risks by matching the Company’s
interest rate position, which provides the Company with a positive interest margin. The Department of
Financial Control keeps track of the current results of the Company’s financial activities and evaluates the
Company’s vulnerability to changes in interest rates and the impact on the Company’s profits.
Interest rate sensitivity analysis. Interest rate sensitivity analysis estimates the impact of possible fluctuations
in currencies and interest rates during the year. The long-term sensitivity analysis complements evaluation
results of potential financial losses and helps assessing risk across the Company.
The sensitivity to changes in the market interest rates is limited as assets and liabilities of the Company
represent mainly financial instruments with a fixed rate.
Currency exchange risk. Currency risk is the risk that the value of a financial instrument will fluctuate due
to changes in foreign exchange rates. The Company’s cash flows are exposed to fluctuations in the foreign
currency exchange rates.
Management of the Company manages the currency risk by determining an open foreign currency exchange
position on the basis of expected devaluation of the Russian ruble and other macroeconomic indicators,
which allows the Company to minimize losses due to significant fluctuations in the national and foreign
currency exchange rates. The Finance Department of the Company performs daily monitoring of the
Company’s open currency position with the aim to match the requirements of the Central Bank of the Russian
Federation.
The Company’s exposure to currency risk related to trade and other payables is provided below:
31 December 31 December
2018
2017
USD
USD
Assets
Cash and cash equivalents

1 325 276

768 514

Liabilities
Loans and borrowings

(2 332 677)

(1 814 232)

Open currency position

(1 007 401)

(1 045 718)

All other financial assets and liabilities of the Company are denominated in Russian rubles.
Analysis for sensitivity to foreign exchange risk. The following table details the Company’s sensitivity to
foreign exchange risk to increase and decrease of 20 % exchange rates of the U.S. dollar against the
Russian ruble. 20% is a sensitivity level, which is used within the Company for reporting on the foreign
currency risk internally to key management personnel and represents the management’s assessment of
possible changes in exchange rates. The sensitivity analysis includes only outstanding foreign currency
denominated monetary items.
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Below is a description of an impact on changes in currency rates on the net profit and equity on the cost
basis for assets as of 31 December 2018 and 31 December 2017:
20% of the US dollar
exchange rate growth
2018
2017
Loss

(161 184)

(167 315)

Limitations in the sensitivity analysis. The above table demonstrates the effect of a change in a key
assumption while other assumptions remain unchanged. In reality, there is a direct relationship between
assumptions and other factors. It should also be noted that these sensitivities are non-linear, and larger or
smaller impacts should not be interpolated or extrapolated from these results.
The sensitivity analyses does not take into consideration that the Company’s assets and liabilities are
actively managed. Additionally, the financial position of the Company may vary at the time that any actual
market movement occurs. The actual impact of a change in the assumptions may not have any impact on
the liabilities, whereas assets are held at market value reflected on the statement of financial position. In
these circumstances, the different measurement bases for liabilities and assets may lead to volatility in own
funds.
Operational risk. Operational risk is the risk of loss resulting from systems failure, human error, fraud, or
external events. These events may damage the interests or image of the Company, might lead to legislative
and regulatory consequences, or would lead to financial loss for the Company. The Company cannot
eliminate all operational risks, but through a control framework and by monitoring and responding to potential
risks, the Company is able to manage and monitor the risks. The internal controls provide segregation of
duties, access rights, approval and reconciliation procedures, personnel training, as well as assessment
procedures.

24. Significant accounting policies
The principal accounting policies are set out below. These policies are applied consistently to all periods
presented in these financial statements except as explained in Note 3 which addresses changes in
accounting policies.
However, the changes in accounting policy connected with the application of IFRS 9 staring from 1 January
2018 are described below in details.
Interest
Policy applicable from 1 January 2018
Effective interest rate
Interest income and expense are recognized in profit or loss using the effective interest method. The
‘effective interest rate’ is the rate that exactly discounts estimated future cash payments or receipts through
the expected life of the financial instrument to:
• the gross carrying amount of the financial asset; or
• the amortized cost of the financial liability.
When calculating the effective interest rate for financial instruments other than purchased or originated
credit-impaired assets, the Company estimates future cash flows considering all contractual terms of the
financial instrument, but not expected credit losses. For purchased or originated credit-impaired financial
assets, a credit-adjusted effective interest rate is calculated using estimated future cash flows including
expected credit losses.
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The calculation of the effective interest rate includes transaction costs and fees and points paid or received
that are an integral part of the effective interest rate. Transaction costs include incremental costs that are
directly attributable to the acquisition or issue of a financial asset or financial liability.
Amortized cost and gross carrying amount
The ‘amortized cost’ of a financial asset or financial liability is the amount at which the financial asset or
financial liability is measured on initial recognition minus the principal repayments, plus or minus the
cumulative amortization using the effective interest method of any difference between that initial amount and
the maturity amount and, for financial assets, adjusted for any expected credit loss allowance (or impairment
allowance before 1 January 2018).
The ‘gross carrying amount of a financial asset’ measured at amortized cost is the amortized cost of a
financial asset before adjusting for any expected credit loss allowance.
Calculation of interest income and expense
The effective interest rate of a financial asset or financial liability is calculated on initial recognition of a
financial asset or a financial liability. In calculating interest income and expense, the effective interest rate is
applied to the gross carrying amount of the asset (when the asset is not credit-impaired) or to the amortized
cost of the liability. The effective interest rate is revised as a result of periodic re-estimation of cash flows of
floating rate instruments to reflect movements in market rates of interest.
However, for financial assets that have become credit-impaired subsequent to initial recognition, interest
income is calculated by applying the effective interest rate to the amortized cost of the financial asset. If the
asset is no longer credit-impaired, then the calculation of interest income reverts to the gross basis.
For financial assets that were credit-impaired on initial recognition, interest income is calculated by applying
the credit-adjusted effective interest rate to the amortized cost of the asset. The calculation of interest income
does not revert to a gross basis, even if the credit risk of the asset improves.
For information on when financial assets are credit-impaired, see Note 22.
Presentation
Interest income calculated using the effective interest method presented in the statement of profit or loss
and other comprehensive income includes:
• interest on financial assets measured at amortized cost.
Other interest income presented in the statement of profit or loss and other comprehensive income includes
interest income on financial assets measured at amortized cost and represented mainly by penalties and
fines according to the credit agreements.
Interest expense presented in the statement of profit or loss and other comprehensive income includes:
• financial liabilities measured at amortized cost.
Policy applicable before 1 January 2018
Effective interest rate
Interest income and expense were recognized in profit or loss using the effective interest method. The
effective interest rate was the rate that exactly discounted the estimated future cash payments and receipts
through the expected life of the financial asset or financial liability (or, where appropriate, a shorter period)
to the carrying amount of the financial asset or financial liability. When calculating the effective interest rate,
the Company estimated future cash flows considering all contractual terms of the financial instrument, but
not future credit losses.
The calculation of the effective interest rate included transaction costs and fees and points paid or received
that were an integral part of the effective interest rate. Transaction costs included incremental costs that
were directly attributable to the acquisition or issue of a financial asset or financial liability.
Presentation
Interest income calculated using the effective interest method presented in the statement of comprehensive
income includes:
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•

interest on financial assets measured at amortized cost.

Interest expense presented in the statement of comprehensive income includes:
• financial liabilities measured at amortized cost.
Fees and commission
Fee and commission income and expense that are integral to the effective interest rate on a financial asset
or financial liability are included in the effective interest rate.
A contract with a customer that results in a recognized financial instrument in the Company’s financial
statements may be partially in the scope of IFRS 9 and partially in the scope of IFRS 15. If this is the case,
then the Company first applies IFRS 9 to separate and measure the part of the contract that is in the scope
of IFRS 9 and then applies IFRS 15 to the residual.
Other fee and commission expenses relate mainly to transaction and service fees, which are expensed as
the services are received.
Financial assets and financial liabilities
i.

Classification

Financial assets – Policy applicable from 1 January 2018
On initial recognition, a financial asset is classified as measured at: amortized cost, FVOCI or FVTPL.
A financial asset is measured at amortized cost if it meets both of the following conditions and is not
designated as at FVTPL:
• the asset is held within a business model whose objective is to hold assets to collect contractual cash
flows; and
• 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.
A debt instrument is measured at FVOCI only if it meets both of the following conditions and is not designated
as at FVTPL:
• the asset is held within a business model whose objective is achieved by both collecting contractual
cash flows and selling financial assets; and
• 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.
For debt financial assets measured at FVOCI, gains and losses are recognized in other comprehensive
income, except for the following, which are recognized in profit or loss in the same manner as for financial
assets measured at amortized cost:
• interest income using the effective interest method;
• ECL and reversals; and
• foreign exchange gains and losses.
When a debt financial asset measured at FVOCI is derecognized, the cumulative gain or loss previously
recognized in other comprehensive income is reclassified from equity to profit or loss.
On initial recognition of an equity investment that is not held for trading, the Company may irrevocably elect
to present subsequent changes in fair value in other comprehensive income. This election is made on an
investment-by-investment basis.
Gains and losses on such equity instruments are never reclassified to profit or loss and no impairment is
recognized in profit or loss. Dividends are recognized in profit or loss unless they clearly represent a recovery
of part of the cost of the investment, in which case they are recognized in other comprehensive income.
Cumulative gains and losses recognized in other comprehensive income are transferred to retained earnings
on disposal of an investment.
All other financial assets are classified as measured at FVTPL.
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In addition, on initial recognition, the Company may irrevocably designate a financial asset that otherwise
meets the requirements to be measured at amortized cost or at FVOCI as at FVTPL if doing so eliminates
or significantly reduces an accounting mismatch that would otherwise arise.
Business model assessment
The Company makes an assessment of the objective of a business model in which an asset is held at a
portfolio level because this best reflects the way the business is managed, and information is provided to
management.
The information considered includes:
• the stated policies and objectives for the portfolio and the operation of those policies in practice. In
particular, whether management’s strategy focuses on earning contractual interest revenue, maintaining
a particular interest rate profile, matching the duration of the financial assets to the duration of the
liabilities that are funding those assets or realizing cash flows through the sale of the assets;
• how the performance of the portfolio is evaluated and reported to the Company’s management;
• the risks that affect the performance of the business model (and the financial assets held within that
business model) and how those risks are managed;
• how managers of the business are compensated – e.g. whether compensation is based on the fair value
of the assets managed or the contractual cash flows collected; and
• the frequency, volume and timing of sales in prior periods, the reasons for such sales and its
expectations about future sales activity. However, information about sales activity is not considered in
isolation, but as part of an overall assessment of how the Company’s stated objective for managing the
financial assets is achieved and how cash flows are realized.
Financial assets that are held for trading or managed and whose performance is evaluated on a fair value
basis are measured at FVTPL because they are neither held to collect contractual cash flows nor held both
to collect contractual cash flows and to sell financial assets.
Assessment whether contractual cash flows are solely payments of principal and interest
For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset on initial
recognition. ‘Interest’ is defined as consideration for the time value of money and for the credit risk associated
with the principal amount outstanding during a particular period of time and for other basic lending risks and
costs (e.g. liquidity risk and administrative costs), as well as profit margin.
In assessing whether the contractual cash flows are solely payments of principal and interest, the Company
considers the contractual terms of the instrument. This includes assessing whether the financial asset
contains a contractual term that could change the timing or amount of contractual cash flows such that it
would not meet this condition. In making the assessment, the Company considers:
• contingent events that would change the amount and timing of cash flows;
• leverage features;
• prepayment and extension terms;
• terms that limit the Company’s claim to cash flows from specified assets (e.g. non-recourse asset
arrangements); and
• features that modify consideration of the time value of money – e.g. periodical reset of interest rates.
Reclassification
Financial assets are not reclassified subsequent to their initial recognition, except in the period after the
Company changes its business model for managing financial assets.
Financial assets – Policy applicable before 1 January 2018
The Company classified its financial assets into one of the following categories:
• loans and receivables;
• held-to-maturity;
• available-for-sale; and
• at FVTPL, and within this category as:
‒ held for trading; or
‒ designated as at FVTPL.
45

MCC SimpleFinance LLC
Notes to the Financial Statements
for the Year Period 31 December 2018
(in thousands of Russian rubles)

Financial liabilities
The Company reclassifies its financial liabilities, other than financial guarantees and loan commitments, as
measured at amortized cost or FVTPL.
Reclassification
Financial liabilities are not reclassified subsequent to their initial recognition.
ii.

Derecognition

Financial assets
The Company derecognizes a financial asset when the contractual rights to the cash flows from the financial
asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in which
substantially all of the risks and rewards of ownership of the financial asset are transferred or in which the
Company neither transfers nor retains substantially all of the risks and rewards of ownership and it does not
retain control of the financial asset.
On derecognition of a financial asset, the difference between the carrying amount of the asset (or the
carrying amount allocated to the portion of the asset derecognized) and the sum of (i) the consideration
received (including any new asset obtained less any new liability assumed) and (ii) any cumulative gain or
loss that had been recognized in other comprehensive income is recognized in profit or loss.
From 1 January 2018 any cumulative gain/loss recognized in other comprehensive income in respect of
equity investment securities designated as at FVOCI is not recognized in profit or loss on derecognition of
such securities. Any interest in transferred financial assets that qualify for derecognition that is created or
retained by the Company is recognized as a separate asset or liability.
The Company enters into transactions whereby it transfers assets recognized on its statement of financial
position but retains either all or substantially all of the risks and rewards of the transferred assets or a portion
of them. In such cases, the transferred assets are not derecognized. Examples of such transactions are
securities lending and sale-and-repurchase transactions.
In transactions in which the Company neither retains nor transfers substantially all of the risks and rewards
of ownership of a financial asset and it retains control over the asset, the Company continues to recognize
the asset to the extent of its continuing involvement, determined by the extent to which it is exposed to
changes in the value of the transferred asset.
Financial liabilities
The Company derecognizes a financial liability when its contractual obligations are discharged or cancelled
or expire.
From 1 January 2018 any cumulative gain/loss recognized in other comprehensive income in respect of
financial liabilities designated as at FVTPL is not recognized in profit or loss on derecognition of such
financial liabilities,
iii.

Modification of financial assets and financial liabilities

Policy applicable from 1 January 2018
Financial assets
If the terms of a financial asset are modified, the Company evaluates whether the cash flows of the modified
asset are substantially different. If the cash flows are substantially different (referred to as ‘substantial
modification’), then the contractual rights to cash flows from the original financial asset are deemed to have
expired. In this case, the original financial asset is derecognized, and a new financial asset is recognized at
fair value plus any eligible transaction costs. Any fees received as part of the modification are accounted for
as follows:
• fees that are considered in determining the fair value of the new asset and fees that represent
reimbursement of eligible transaction costs are included in the initial measurement of the asset; and
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•

other fees are included in profit or loss as part of the gain or loss on derecognition.

Changes in cash flows on existing financial assets or financial liabilities are not considered as modification,
if they result from existing contractual terms, e.g. changes in interest rates initiated by the Company due to
changes in the CBR key rate, if the loan agreement entitles the Company to do so.
The Company performs a quantitative and qualitative evaluation of whether the modification is substantial,
i.e. whether the cash flows of the original financial asset and the modified or replaced financial asset are
substantially different. The Company assesses whether the modification is substantial based on quantitative
and qualitative factors in the following order: qualitative factors, quantitative factors, combined effect of
qualitative and quantitative factors. If the cash flows are substantially different, then the contractual rights to
cash flows from the original financial asset deemed to have expired. In making this evaluation the Company
analogizes to the guidance on the derecognition of financial liabilities.
The Company concludes that the modification is substantial as a result of the following qualitative factors:
• change the currency of the financial asset;
• change in collateral or other credit enhancement.
If cash flows are modified when the borrower is in financial difficulties, then the objective of the modification
is usually to maximize recovery of the original contractual terms rather than to originate a new asset with
substantially different terms. If the Company plans to modify a financial asset in a way that would result in
forgiveness of cash flows, then it first considers whether a portion of the asset should be written off before
the modification takes place (see below for write-off policy). This approach impacts the result of the
quantitative evaluation and means that the derecognition criteria are not usually met in such cases. The
Company further performs qualitative evaluation of whether the modification is substantial.
If the modification of a financial asset measured at amortized cost or FVOCI does not result in derecognition
of the financial asset, then the Company first recalculates the gross carrying amount of the financial asset
using the original effective interest rate of the asset and recognizes the resulting adjustment as a modification
gain or loss in profit or loss. For floating-rate financial assets, the original effective interest rate used to
calculate the modification gain or loss is adjusted to reflect current market terms at the time of the
modification. Any costs or fees incurred, and fees received as part of the modification adjust the gross
carrying amount of the modified financial asset and are amortized over the remaining term of the modified
financial asset.
If such a modification is carried out because of financial difficulties of the borrower, then the gain or loss is
presented together with impairment losses. In other cases, it is presented as interest income calculated
using the effective interest method.
For fixed-rate loans, where the borrower has an option to prepay the loan at par without significant penalty,
the Company treats the modification of an interest rate to a current market rate using the guidance on
floating-rate financial instruments. This means that the effective interest rate is adjusted prospectively.
Financial liabilities
The Company derecognizes a financial liability when its terms are modified, and the cash flows of the
modified liability are substantially different. In this case, a new financial liability based on the modified terms
is recognized at fair value. The difference between the carrying amount of the financial liability extinguished
and the new financial liability with modified terms is recognized in profit or loss. Consideration paid includes
non-financial assets transferred, if any, and the assumption of liabilities, including the new modified financial
liability.
Company performs a quantitative and qualitative evaluation of whether the modification is substantial
considering qualitative factors, quantitative factors and combined effect of qualitative and quantitative
factors. The Company concludes that the modification is substantial as a result of the following qualitative
factors:
• change the currency of the financial liability;
• change in collateral or other credit enhancement;
• inclusion of conversion option;
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•

change in the subordination of the financial liability.

For the quantitative assessment the terms are substantially different if the discounted present value of the
cash flows under the new terms, including any fees paid net of any fees received and discounted using the
original effective interest rate, is at least 10 per cent different from the discounted present value of the
remaining cash flows of the original financial liability.
If the modification of a financial liability is not accounted for as derecognition, then the amortized cost of the
liability is recalculated by discounting the modified cash flows at the original effective interest rate and the
resulting gain or loss is recognized in profit or loss. For floating-rate financial liabilities, the original effective
interest rate used to calculate the modification gain or loss is adjusted to reflect current market terms at the
time of the modification. Any costs and fees incurred are recognized as an adjustment to the carrying amount
of the liability and amortized over the remaining term of the modified financial liability by re-computing the
effective interest rate on the instrument.
Policy applicable before 1 January 2018
Financial assets
If the terms of a financial asset were modified, then the Company evaluated whether the cash flows of the
modified asset were substantially different. If the cash flows were substantially different, then the contractual
rights to cash flows from the original financial asset were deemed to have expired. In this case, the original
financial asset was derecognized, and a new financial asset was recognized at fair value.
If the terms of a financial asset were modified because of financial difficulties of the borrower and the asset
was not derecognized, then impairment of the asset was measured using the pre- modification interest rate.
Financial liabilities
The Company derecognized a financial liability when its terms were modified, and the cash flows of the
modified liability were substantially different. In this case, a new financial liability based on the modified terms
was recognized at fair value. The difference between the carrying amount of the financial liability
extinguished and consideration paid was recognized in profit or loss. Consideration paid included nonfinancial assets transferred, if any, and the assumption of liabilities, including the new modified financial
liability.
If the modification of a financial liability was not accounted for as derecognition, then any costs and fees
incurred were recognized as an adjustment to the carrying amount of the liability and amortized over the
remaining term of the modified financial liability by re-computing the effective interest rate on the instrument.
iv.

Impairment

See also Note 22.
Policy applicable from 1 January 2018
The Company recognizes loss allowances for expected credit losses (ECL) on the following financial
instruments that are not measured at FVTPL:
• financial assets that are debt instruments.
No impairment loss is recognized on equity investments.
The Company measures loss allowances at an amount equal to lifetime ECL, except for the following, for
which they are measured as 12-month ECL:
• debt investment securities that are determined to have low credit risk at the reporting date; and
• other financial instruments on which credit risk has not increased significantly since their initial
recognition (see Note 22).
The Company considers a debt investment security to have low credit risk when its credit risk rating is
equivalent to the globally understood definition of ‘investment grade’. The Company does not apply the low
credit risk exemption to any other financial instruments.
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12-month ECL are the portion of ECL that result from default events on a financial instrument that are
possible within the 12 months after the reporting date. Financial instruments for which a 12-month ECL is
recognized are referred to as ‘Stage 1’ financial instruments.
Lifetime ECLs are the ECLs that result from all possible default events over the expected life of the financial
instrument. Financial instruments for which a lifetime ECL is recognized are referred to as ‘Stage 2’ financial
instruments (if the credit risk has increased significantly since initial recognition, but the financial instruments
are not credit-impaired) and ‘Stage 3’ financial instruments (if the financial instruments are credit-impaired).
Measurement of ECL
ECL are a probability-weighted estimate of credit losses. They are measured as follows:
• financial assets that are not credit-impaired at the reporting date: as the present value of all cash
shortfalls (i.e. the difference between the cash flows due to the entity in accordance with the contract
and the cash flows that the Company expects to receive);
• financial assets that are credit-impaired at the reporting date: as the difference between the gross
carrying amount and the present value of estimated future cash flows.
See also Note 22.
Restructured financial assets
If the terms of a financial asset are renegotiated or modified or an existing financial asset is replaced with a
new one due to financial difficulties of the borrower, then an assessment is made of whether the financial
asset should be derecognized and ECL are measured as follows.
• If the expected restructuring will not result in derecognition of the existing asset, then the expected cash
flows arising from the modified financial asset are included in calculating the cash shortfalls from the
existing asset (see Note 22).
• If the expected restructuring will result in derecognition of the existing asset, then the expected fair value
of the new asset is treated as the final cash flow from the existing financial asset at the time of its
derecognition. This amount is included in calculating the cash shortfalls from the existing financial asset
that are discounted from the expected date of derecognition to the reporting date using the original
effective interest rate of the existing financial asset.
Credit-impaired financial assets
At each reporting date, the Company assesses whether financial assets carried at amortized cost and debt
financial assets carried at FVOCI, and net investments in finance leases are credit-impaired. A financial
asset is ‘credit-impaired’ when one or more events that have a detrimental impact on the estimated future
cash flows of the financial asset have occurred.
Evidence that a financial asset is credit-impaired includes the following observable data:
• significant financial difficulty of the borrower or issuer;
• a breach of contract such as a default or past due event;
• the restructuring of a loan or advance by the Company on terms that the Company would not consider
otherwise;
• it is becoming probable that the borrower will enter bankruptcy or other financial reorganization; or
• the disappearance of an active market for a security because of financial difficulties.
A loan that has been renegotiated due to a deterioration in the borrower’s condition is usually considered to
be credit-impaired unless there is evidence that the risk of not receiving contractual cash flows has reduced
significantly and there are no other indicators of impairment. In addition, a loan granted that is overdue for
90 days or more is considered credit-impaired.
Presentation of allowance for ECL in the statement of financial position
Loss allowances for ECL are presented in the statement of financial position as follows:
• financial assets measured at amortized cost: as a deduction from the gross carrying amount of the
assets.
Write-offs
Loans and debt securities are written off (either partially or in full) when there is no reasonable expectation
of recovering a financial asset in its entirety or a portion thereof. This is generally the case when the
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Company determines that the borrower does not have assets or sources of income that could generate
sufficient cash flows to repay the amounts subject to the write-off. This assessment is carried out at the
individual asset level.
Recoveries of amounts previously written off are included in ‘impairment losses on interest bearing assets’
in the statement of comprehensive income.
Financial assets that are written off could still be subject to enforcement activities in order to comply with the
Company’s procedures for recovery of amounts due.
Policy applicable before 1 January 2018
Financial assets, other than those at FVTPL, were assessed for indicators of impairment at the end of each
reporting period. Financial assets were considered to be impaired when there was objective evidence that, as a
result of one or more events that occurred after the initial recognition of the financial asset, the estimated future
cash flows of the investment had been affected.
For listed and unlisted equity investments classified as AFS, a significant or prolonged decline in the fair value
of the security below its cost was considered to be objective evidence of impairment.
For all other financial assets, objective evidence of impairment could include:
•

significant financial difficulties of the issuer or counterparty;

•

violation of the contract, for example, refusal or avoidance of payment of interest or principal of loan;

For certain categories of financial asset, such as loans and receivables, assets that were assessed not to
be impaired individually were, in addition, assessed for impairment on a collective basis. Objective evidence
of impairment for a portfolio of loans and receivables could include the Company’s past experience of
collecting payments, an increase in the number of delayed payments in the portfolio, as well as observable
changes in national or local economic conditions that correlate with default on receivables.
For financial assets carried at amortised cost, the amount of the impairment loss recognised was the
difference between the asset’s carrying amount and the present value of estimated future cash flows,
discounted at the financial asset’s original effective interest rate.
For financial assets carried at cost, the amount of the impairment loss was measured as the difference
between the asset’s carrying amount and the present value of the estimated future cash flows discounted at
the current market rate of return for a similar financial asset. Such impairment loss would not be reversed in
subsequent periods.
The carrying amount of the financial asset was reduced by the impairment loss directly for all financial assets
with the exception of loans and receivables, where the carrying amount was reduced through the use of an
allowance account. Changes in the carrying amount of the allowance account were recognised in profit or
loss.
For financial assets measured at amortized cost, if, in a subsequent period, the amount of the impairment
loss decreases and the decrease could be related objectively to an event occurring after the impairment was
recognized, the previously recognized impairment loss was reversed through profit or loss to the extent that
the carrying amount of the investment at the date the impairment was reversed did not exceed what the
amortized cost would have been had the impairment not been recognized.
In respect of AFS equity securities, impairment losses previously recognized in profit or loss were not
reversed through profit or loss. Any increase in fair value subsequent to an impairment loss was recognized
in other comprehensive income in investments revaluation reserve.
In respect of AFS debt securities, impairment losses were subsequently reversed through profit or loss if an
increase in the fair value of the investment can be objectively related to an event occurring after the
recognition of the impairment loss.
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Renegotiated loans. Where possible, the Company sought to restructure loans rather than to take
possession of collateral. This might involve extending the payment arrangements and the agreement of new
loan conditions. Once the terms had been renegotiated any impairment was measured using the original
effective interest rate as calculated before the modification of terms and the loan was no longer considered
past due. Management continually reviewed renegotiated loans to ensure that all criteria were met and that
future payments were likely to occur. The loans continue to be subject to an individual or collective
impairment assessment, calculated using the loan’s original effective interest rate.
Write off of loans and advances. Loans and advances were written off against the allowance for impairment
losses when deemed uncollectible. Loans and advances were written off after management has exercised
all possibilities available to collect amounts due to the Company and after the Company has sold all available
collateral. Subsequent recoveries of amounts previously written off were reflected as an offset to the charge
for impairment of financial assets in profit or loss in the period of recovery.
Derecognition of financial assets. The Company derecognized a financial asset only when the contractual
rights to the cash flows from the asset expired, or when it transferred the financial asset and substantially all
the risks and rewards of ownership of the asset to another party. If the Company neither transferred nor
retained substantially all the risks and rewards of ownership and continues to control the transferred asset,
the Company recognized its retained interest in the asset and an associated liability for amounts it might
have to pay. If the Company retained substantially all the risks and rewards of ownership of a transferred
financial asset, the Company continued to recognise the financial asset and also recognised a collateralised
borrowing for the proceeds received.
On derecognition of a financial asset in its entirety, the difference between the asset’s carrying amount and
the sum of the consideration received and receivable and the cumulative gain of loss that had been
recognized in other comprehensive income and accumulated in equity is recognized in profit or loss.
On derecognition of a financial asset other than in its entirety (e.g. when the Company retains an option to
repurchase part of a transferred asset), the Company allocated the previous carrying amount of the financial
asset between the part it continued to recognize under continuing involvement, and the part it no longer
recognised on the basis of the relative fair values of those parts on the date of the transfer. The difference
between the carrying amount allocated to the part that is no longer recognised and the sum of the
consideration received for the part no longer recognised and any cumulative gain or loss allocated to it that
had been recognised in other comprehensive income is recognized in profit or loss. A cumulative gain or
loss that had been recognised in other comprehensive income is allocated between the part that continues
to be recognised and the part that is no longer recognised on the basis of the relative fair values of those
parts.
Factoring receivables, loans granted and deposits
Policy applicable from 1 January 2018
Factoring receivables, Loans granted and Deposits captions in the statement of financial position are
measured at amortized cost; they are initially measured at fair value plus incremental direct transaction
costs, and subsequently at their amortized cost using the effective interest method.
Policy applicable before 1 January 2018
Factoring receivables, Loans granted and Deposits were non-derivative financial assets with fixed or
determinable payments that were not quoted in an active market and that the Company did not intend to sell
immediately or in the near term.
Factoring receivables, Loans granted and Deposits included:
• those classified as loans and receivables.
Factoring receivables, Loans granted and Deposits were initially measured at fair value plus incremental direct
transaction costs, and subsequently measured at their amortized cost using the effective interest method.
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Investment securities
Policy applicable from 1 January 2018
The ‘investment securities’ caption in the statement of financial position includes:
• debt investment securities measured at amortized cost; these are initially measured at fair value plus
incremental direct transaction costs, and subsequently at their amortized cost using the effective interest
method;
• debt and equity investment securities mandatorily measured at FVTPL or designated as at FVTPL; these
are measured at fair value with changes recognized immediately in profit or loss;
• debt securities measured at FVOCI; and
• equity investment securities designated as at FVOCI.
Policy applicable before 1 January 2018
Investment securities were initially measured at fair value plus, in the case of investment securities not at
FVTPL, incremental direct transaction costs, and subsequently accounted for depending on their classification
as either held-to-maturity, FVTPL or available-for-sale.
Held-to-maturity
Held-to-maturity investments were non-derivative assets with fixed or determinable payments and fixed
maturity that the Company had the positive intent and ability to hold to maturity, and which were not designated
as at FVTPL or as available-for-sale.
Held-to-maturity investments were carried at amortized cost using the effective interest method, less any
impairment losses. A sale or reclassification of a more than insignificant amount of held-to-maturity investments
would result in the reclassification of all held-to-maturity investments as available-for-sale, and would prevent
the Company from classifying investment securities as held-to-maturity for the current and the following two
financial years.
However, sales and reclassifications in any of the following circumstances would not trigger a reclassification:
• sales or reclassifications that were so close to maturity that changes in the market rate of interest would
not have a significant effect on the financial asset’s fair value;
• sales or reclassifications after the Company had collected substantially all of the asset’s original
principal; and
• sales or reclassifications that were attributable to non-recurring isolated events beyond the Company’s
control that could not have been reasonably anticipated.
Fair value through profit or loss
• Trading assets were those assets that the Company acquired or incurred principally for the purpose of
selling or repurchasing in the near term, or held as part of a portfolio that is managed together for shortterm profit or position taking. Trading assets were initially recognized and subsequently measured at
fair value in the statement of financial position, with transaction costs recognized in profit or loss.
• Designated assets. The Company designated some investment securities as at fair value, with fair value
changes recognized immediately in profit or loss.
Available-for-sale
Available-for-sale investments were non-derivative investments that were designated as available-for-sale or
were not classified as another category of financial assets. Available-for-sale investments comprise equity
securities and debt securities. Unquoted equity securities whose fair value could not be measured reliably were
carried at cost. All other available-for-sale investments were measured at fair value after initial recognition.
Interest income was recognized in profit or loss using the effective interest method. Dividend income was
recognized in profit or loss when the Company became entitled to the dividend. Foreign exchange gains or
losses on available-for-sale debt security investments were recognized in profit or loss. Impairment losses
were recognized in profit or loss.
Other fair value changes, other than impairment losses, were recognized in other comprehensive income and
presented in the fair value reserve within equity. When the investment was sold, the gain or loss accumulated
in equity was reclassified to profit or loss.
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A non-derivative financial asset might be reclassified from the available-for-sale category to the loans and
receivables category if it would otherwise have met the definition of loans and receivables and if the Company
had the intention and ability to hold that financial asset for the foreseeable future or until maturity.
Loans and borrowings
Loans and borrowings initially measured at fair value minus incremental direct transaction costs, and
subsequently measured at their amortized cost using the effective interest method, except where the Company
designates liabilities at FVTPL.
Comparative information
As a result of adoption of IFRS 9 the Company changed presentation of certain captions in the primary forms
of financial statements. Comparative information is reclassified to conform to changes in presentation in the
current period.
The effect of main changes in presentation of the statement of financial position is disclosed in Note 4.
No significant changes in presentation of the statement of comprehensive income the statement of cash
flows and statement of changes in equity took place.
Lease. Lease agreements, according to the terms and conditions of which all the essential risks and benefits
arising out of the right of ownership shall be transferred to the lessee and shall be classified as a finance
lease. All the other lease agreements shall be classified as an operating lease.
Company as a lessor. Amounts due from lessees under finance leases are recognized as receivables at the
amount of the Company’s net investment in the leases. Finance lease income is allocated to accounting
periods so as to reflect a constant periodic rate of return on the Company’s net investment outstanding in
respect of the leases.
Rental income from operating leases is recognized on a straight-line basis over the term of the relevant
lease. Initial direct costs incurred in negotiating and arranging an operating lease are added to the carrying
amount of the leased asset and recognized on a straight-line basis over the lease term.
Company as a Lessee. Assets leased under the finance leases are recognized initially at the lower of: the
fair value of the leased property at the beginning of the lease term and the present value of the minimum
lease payments. The relevant liabilities to the Lessor are reflected in the statement of financial position as a
finance lease liability.
The lease amount is distributed between the financial expenses and the reduction of the lease liabilities in
such a way to obtain a constant interest rate on the balance of the liability. Financial expenses are recognized
in profit or loss unless they are directly attributable to the qualifying assets. In the latter case, they are
capitalized in accordance with the general policy of the Company with respect to the borrowing costs.
Payments under operating leases are recognized as expenses on a straight-line basis during the lease term,
except when another method of expenses distribution more closely matches the distribution of economic
benefits from leased assets over time.
The incentive payments received at the conclusion of operating leases are recognized as liabilities and
reduce on a straight-line basis as lease expenses during its term, except for cases when another method of
distribution of expenses more closely corresponds to the distribution of economic benefits from leased assets
over time.
Cash and cash equivalents. Cash and cash equivalents comprise cash on hand, free balances on the
settlement bank accounts, deposits and funds in credit institutions with original maturity of not more than 90
days unencumbered with any contractual liabilities.
Fixed assets. Fixed assets are recognized at their cost less accumulated depreciation and impairment
losses.
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Depreciation is charged to write off value of fixed assets (excluding the land and construction in progress)
less the residual value, on a straight-line basis over the estimated useful life. The estimated useful live,
carrying amount and depreciation method are reviewed at the end of each reporting period, meanwhile all
changes in estimates are reflected in the statements without review of the comparative parameters of the
following annual rates.

Buildings and structures
Furniture and computer equipment
Intangible assets

2%
25%
15%-33.3%

Assets received under finance leases are depreciated over the expected useful life in the same manner as
the assets owned by the Company. However, if there is no reasonable certainty that the Company will
receive the ownership right at the end of the lease term, the asset must be fully depreciated over the shorter
of two terms: the lease term or useful life.
Fixed asset item is written off in case of sale, or when future economic benefits are not expected to arise
from the continued use of the asset. The profit or loss from the sale or other disposal of fixed asset items is
determined as the difference between the sale price and the carrying amount of those items and is
recognized in profit or loss.
Intangible assets
Intangible assets purchased separately. Intangible assets with definite useful life purchased in separate
transactions are recognized at cost value less accumulated amortization and impairment losses.
Amortization is charged on a straight-line basis over the useful life of intangible assets. The estimated useful
live and amortization method are reviewed at the end of each reporting period, meanwhile all changes in
estimates are reflected in the statements without review of the comparative parameters. Intangible assets
with indefinite useful life purchased in separate transactions are recognized at actual costs less accumulated
impairment losses.
Intangible assets created using Company’s own resources. Intangible assets created using Company’s own
resources are research and development (“R&D”) works. Research and development costs are allocated to
expenses in the period in which they arise.
Expenditures for in-house (as an independent project or as part of other work) R&D works are capitalized
as intangible assets only if all of the following conditions are met:
•

technological feasibility of completion of works on creation of an intangible asset suitable for use or
sale;

•

intentions to complete works on creation, use or sale of intangible asset;

•

opportunity to use or sell the intangible asset;

•

high probability of receipt of future economic benefits from the intangible asset;

•

ability to reliably estimate the value of the intangible asset arising from the conduct of R&D works.

Intangible assets created using Company’s own resources are recognized in the amount of expenses made
after the date when the intangible asset for the first time begins to meet the above criteria. If criteria are not
met the development costs are recognized as expenses in the period of their occurrence.
After completion intangible assets created using Company’s own resources are recognized at their actual
cost less accumulated amortization and accumulated impairment loss in the same way as intangible assets
purchased under separate transactions.
Writing off of intangible assets. An intangible asset is written off when it is sold or when future economic
benefits are not expected from its use or disposal. The profit or loss from the writing off of the intangible
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asset representing the difference between the net proceeds from disposal and the carrying amount of the
asset is included in profit or loss.
Impairment of tangible and intangible assets excluding goodwill. The Company checks the existence of
impairment indicators of the carrying amount of tangible and intangible assets on each reporting date. If any
such indicators are revealed, the recoverable amount of the relevant asset is calculated to determine the
amount of the impairment loss (if any). If it is not possible to estimate the recoverable amount of an individual
asset, the Company estimates the recoverable amount of the cash-generating unit, which the asset relates
to. The value of the Company’s assets is also distributed to individual generating units or the smallest groups
of the generating units for which a reasonable and consistent distribution method can be found.
Intangible assets with indefinite useful live and intangible assets not ready for use are estimated for
impairment at least annually and more often if there are signs of possible impairment.
The recoverable amount is the greater of: the asset’s fair value less costs to sell and the value in use. When
estimating the operating value, the estimated future cash flows are discounted to present value using a
discount factor before taxation that reflects the current market assessment of the time value of money and
the risks involved in the asset for which the estimated future cash flows have not been adjusted
Taxation. Income tax expenses are the amount of the current and deferred tax.
Current income tax. The amount of the current tax is determined based on the amount of taxable profit for
the year. Profit before tax differs from the profit recognized in the Statement of comprehensive income
because of the items of income or expense that are taxable or deductible for tax purposes in other reporting
periods, and it does not include items that are not taxable or deductible for tax purposes. Liabilities on current
income tax are calculated using the tax rates set by the legislation until the end of the reporting period.
Deferred income tax. Deferred tax is recognized for temporary differences between the carrying amounts of
assets and liabilities recognized in the Financial statements and the corresponding tax bases used in
calculating taxable profit. Deferred tax liabilities are recognized for all taxable temporary differences.
Deferred tax assets are recognized subject to all deductible temporary differences provided there is a high
probability of availability of the future taxable profit for the use of these temporary differences. Tax assets
and liabilities are not recognized in the Financial statements if the temporary differences arise from the initial
recognition of assets and liabilities within transactions (other than business combination transactions) which
affect neither taxable nor accounting income. In addition, deferred tax liabilities are not recognized in the
Financial statements if temporary differences arise from the initial recognition of goodwill.
The carrying amount of deferred tax assets is reviewed at the end of each reporting period and decreases
if the probability of future taxable profit sufficient for full or partially use of these assets deceases.
Deferred tax assets and income tax liabilities are calculated using tax rates (as well as tax law provisions)
that were enacted or substantially enacted by the legislation at the reporting date and are expected to be
effective when the tax asset is realized or the liability is settled.
The assessment of deferred tax liabilities and assets reflects the tax consequences of the Company’s
intentions (as of the end of the reporting period) in relation to the methods of recovery or payment of the
carrying amount of assets and liabilities.
Current and deferred income tax for the year. Current and deferred income taxes are recognized in profits
or losses unless they relate to items that are directly recognized in other comprehensive income or equity.
In this case, current and deferred taxes are also recognized in other comprehensive income or directly in
equity, respectively. If the current or deferred tax arises as a result of the initial accounting for a business
combination transaction, the tax effect is reflected when these transactions are accounted for.
Operating taxes. In the Russian Federation, there are requirements for the calculation and payment of
various taxes applicable to operating activities in addition to the income tax. These taxes are included in
operating expenses in profit or loss.
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Provisions for future expenses. Provisions for future expenses are recognized when the Company has
legal constructive obligation that has arisen as a result of past events and there is a high probability that the
Company will have to settle these liabilities and the amount of such liabilities can be measured reliable.
The amount of the provision for future expenses recorded is the best estimation of the amount required to
settle the liabilities determined at the end of the reporting period subject to the risks and uncertainties typical
for these liabilities. If the amount of the provision for future expenses is calculated on the basis of the
estimated cash flows for the repayment of liabilities, the provision for future expenses is determined as the
present value of such cash flows (if the influence of the time value of money is significant).
If it is expected that the payments required for payment of the liabilities will be partially or fully recovered by
a third party, the relevant receivables are recognized as asset subject to high probability that the recovery
will be received and can be measured reliably.
Onerous contracts. Existing liabilities under onerous contracts are recognized as a part of the provision for
future expenses and are estimated on the same principles. The contract is considered to be onerous if the
Company has taken contractual liabilities, the fulfilment of which is associated with unavoidable losses, i.e.
the amount of expenses for the fulfilment of liabilities exceeds the economic benefits expected to be received
under the contract.
Restructuring. The provision for restructuring is formed on the date when the Company developed a
detailed official restructuring plan and created reasonable expectations for restructuring, either by starting
to implement this plan or by bringing its content to all interested parties. The provision for restructuring is
created only for the amount of direct costs associated with its implementation, which represent costs that
are necessarily due to restructuring and are not related to current activities.
Contingent liabilities. Contingent liabilities are not recognized in the statement of financial position, but are
disclosed in the Financial statements, except when the outflow of funds due to its repayment is probable. A
contingent asset is not recognized in the statement of financial position, but it is disclosed in the Financial
statements when the inflow of economic benefits is probable.
Foreign currency. When preparing the Financial statements of the Company, transactions in currencies
other than the functional currency (“foreign currencies”) are recorded at the exchange rate at the date of the
transaction. Monetary items denominated in foreign currencies are translated at the relevant exchange rate
as of the balance sheet date. Non-monetary items recorded at fair value in foreign currencies are
recalculated at the exchange rates in effect as of the date the fair value was determined. Non-monetary
items in foreign currency are recorded at historical cost.
Exchange differences on monetary items arising from changes in foreign exchange rates are recognized in
profit or loss in the period in which they arise.
The table below shows the exchange rates at the end of the year used by the Company during the
preparation of its Financial statements:
31 December 31 December
2018
2017
RUB / USD
RUB / EUR

69.4706
79.4605

57.6002
68.8668

Borrowing costs. Borrowing costs directly related to the purchase, construction or creation of assets and
for which preparation for planned use or sale a significant amount of time is required are included in the
value of such assets until they are ready for planned use or sale.
The income received as a result of temporary investment of borrowed funds until they are spent for the
purchase of qualifying assets is deducted from the debt expenses.
All other borrowing costs are recognized in profit or loss as incurred.
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Collateral. The Company receives collateral in respect of customer s’ liabilities in the following cases:
•
•

on the “Collateral” loan product mandatory with assessment made by special appraisal organizations;
on all other loan products in cases when it considers it necessary. Collateral usually has the form of
pledge of the customer’s assets, which entitles the Company to claim such assets with respect to
existing and future customer’s liabilities.

Offsetting. Financial assets and liabilities are offset and the net amount reported in the statement of
financial position only when there is a legally enforceable right to offset the recognized amounts, and there
is an intention to either settle on a net basis, or to realize the asset and settle the liability simultaneously
Such a right of set off 1) must not be contingent on a future event and 2) must be legally enforceable in all
of the following circumstances: (a) in the normal course of business, (b) the event of default and (c) the event
of insolvency or bankruptcy.
Standards issued but not yet effective
A number of new standards and amendments to standards are effective for annual periods beginning after
1 January 2019 with earlier application permitted; however, the Company has not early adopted them in
preparing these financial statements, with the exception of the amendment to IFRS 9 affecting prepayment
features with negative compensation issued in October 2017.
IFRS 16
The Company is required to adopt IFRS 16 Leases from 1 January 2019. The Company has assessed the
estimated impact that initial application of IFRS 16 will have on its financial statements, as described below.
The actual impacts of adopting the standard on 1 January 2019 may change because:
- the Company has not yet finalized the testing and assessment of controls over its new IT systems; and
- the new accounting policies are subject to change until the Company presents its first financial
statements that include the date of initial application.
IFRS 16 introduces a single, on-balance sheet lease accounting model for lessees. A lessee recognizes a
right-of-use asset representing its right to use the underlying asset and a lease liability representing its
obligation to make lease payments. There are recognition exemptions for short-term leases and leases of
low value items. Lessor accounting remains similar to the current standard – i.e. lessors continue to classify
leases as finance or operating leases.
IFRS 16 replaces existing leases guidance, including IAS 17 Leases, IFRIC 4 Determining whether an
Arrangement contains a Lease, SIC-15 Operating Leases – Incentives and SIC-27 Evaluating the Substance
of Transactions Involving the Legal Form of a Lease.
i.

Leases in which the Company is a lessee
The Company has completed an initial assessment of the potential impact on its financial statements but has
not yet completed its detailed assessment. The actual impact of applying IFRS 16 on the financial statements
in the period of initial application will depend on future economic conditions, the development of the
Company’s lease portfolio, the Company’s assessment of whether it will exercise any lease renewal options
and the extent to which the Company chooses to use practical expedients and recognition exemptions.
The Company will recognize new assets and liabilities for its operating leases of office buildings. The nature
of expenses related to those leases will now change because IFRS 16 replaces the straight-line operating
lease expense with a depreciation charge for right-of-use assets and interest expense on lease liabilities.
Previously, the Company recognized operating lease expense on a straight-line basis over the term of the
lease, and recognized assets and liabilities only to the extent that there was a timing difference between
actual lease payments and the expense recognized.
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ii.

Leases in which the Company is a lessor
No significant impact is expected for leases in which the Company is a lessor.

iii.

Transition
The Company plans to apply IFRS 16 initially on 1 January 2019, using a modified retrospective approach.
Therefore, the cumulative effect of adopting IFRS 16 will be recognized as an adjustment to the opening
balance of retained earnings at 1 January 2019, with no restatement of comparative information.
The Company plans to apply the practical expedient to grandfather the definition of a lease on transition.
This means that it will apply IFRS 16 to all contracts entered into before 1 January 2019 and identified as
leases in accordance with IAS 17 and IFRIC 4.
•

Other standards
The following amended standards and interpretations are not expected to have a significant impact on the
Company’s financial statements:

‒
‒
‒
‒
‒
‒

IFRIC 23 Uncertainty over Tax Treatments;
Long-term Interests in Associates and Joint Ventures (Amendments to IAS 28);
Plan Amendment, Curtailment or Settlement (Amendments to IAS 19);
Annual Improvements to IFRS Standards 2015-2017 Cycle – various standards;
Amendments to References to Conceptual Framework in IFRS Standards;
IFRS 17 Insurance Contracts.

25. Fair value of financial instruments
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, apart from liquidation or forced sales
cases.
Assets with fair value approximating carrying value. Fair value of short-term (less than 3 months)
financial assets and liabilities is assumed to be equal to their carrying value. The assumption is also used to
measure demand deposits and current accounts.
Loans granted. Loans granted to individuals have fixed interest rates and are measured using level 3 via
discounted cash flows.
Fair value of financial assets and liabilities is measured in the following way:
•

Fair value of standard traded financial assets and liabilities is measured in accordance with their quoted
market price;

•

Fair value of other financial assets and liabilities (excluding derivatives) is measured in accordance
with generally accepted valuation techniques based on discounting cash flows using quoted market
prices at the measurement date and dealer’s quotes of similar financial instruments.

Fair value measurement of financial instruments shown in the Statement of Financial Position. The table
below show analysis of financial instruments not measured after initial recognition at fair value in accordance
with the fair value hierarchy. Fair value hierarchy categorizes into three levels the inputs to valuation
techniques used to measure fair value:
•

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the
entity can access at the measurement date. A quoted price in an active market provides the most
reliable evidence of fair value and shall be used without adjustment to measure fair value whenever
available.

•

Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly or indirectly.
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•

Level 3 inputs are unobservable inputs for the asset or liability. Unobservable inputs shall be used to
measure fair value to the extent that relevant observable inputs are not available, thereby allowing for
situations in which there is little, if any, market activity for the asset or liability at the measurement date.

Fair value of financial assets and financial liabilities that are not measured at fair value on a recurring
basis (but for which fair value is disclosed). The management of the Company consider that the carrying
amounts of financial assets and financial liabilities recognized in the Financial statements approximate their
fair values.
Classification of financial
assets/liabilities

31 December 2018
Level 1
Level 2
Level 3

Cash and cash equivalents
Deposits over 30 days
Accounts receivable
Factoring receivables
Loans granted

-

Loans and borrowings

31 December 2017
Level 1
Level 2
Level 3

-

1 658 424
77 113
- 1 409 330
- 1 480 648

-

-

3 367 224

- 2 656 132

-

883 624
108
- 1 319 173
706 794
-

26. Operations with related parties
Related parties represented by the management of the Company, the owners of the Company (Finteca
Holdings Limited till 5 July 2017, SF Holdings Company PLC from 5 July 2017) and companies under
common control with owners.
Information of the Company’s related parties transactions:
31 December 2018
Total for the
category in
accordance
Related parties
with Financial
transactions
Statements
Loans and borrowings
Owners
Other
Accounts payable
Other
Loans granted
Other
Accounts receivable
Other

31 December 2017
Total for the
category in
Related
accordance
parties
with Financial
transactions
Statements

(3 324 984)
(2 332 677)
(992 307)

3 367 224

(2 401 121)
(1 655 598)
(745 523)

(2 635 739)

(12 450)
(12 450)

(37 868)

-

(11 394)

904
904

1 409 330

-

690 241

1 792
1 792

23 620

-

3 832

Total Comprehensive income for the years ended 31 December 2018 and 31 December 2017 comprise the
following related parties’ transactions:
2018
2017
Total for the
Total for the
category in
category in
Related
accordance
Related
accordance
parties with Financial
parties with Financial
transactions
Statements
transactions
Statements
Interest expense
Owners
Other

(207 648)
(112 939)
(94 709)

(221 821)

(80 072)
(49 249)
(30 823)

(92 455)
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2018

Selling and administrative expenses
Other
Remuneration to the Company’s key
management personnel
Management
Net income from operations in foreign
currency
Owners

Related
parties
transactions
(36 800)
(36 800)

2017

Total for the
category in
accordance
with Financial
Statements
(206 782)

(10 222)
(10 222)
65 820
65 820

Related
parties
transactions
(37 258)
(37 258)

Total for the
category in
accordance
with Financial
Statements
(156 851)

(8 325)
(8 325)
(216 154)

22 828
22 828

26 257

27. Contingencies
Operating environment of the Company
Insurance. The insurance industry in the Russian Federation is in a developing state and many forms of
insurance protection common in other parts of the world are not yet generally available. The Company does
not have full coverage for its premises and equipment, business interruption, or third party liability in respect
of property or environmental damage arising from accidents on its property or relating to operations. Until
the Company obtains adequate insurance coverage, there is a risk that the loss or destruction of certain
assets could have a material adverse effect on operations and financial position.
Litigations. 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.
Taxation contingencies. The taxation system in the Russian Federation continues to evolve and is
characterized by frequent changes in legislation, official pronouncements and court decisions, which are
sometimes contradictory and subject to varying interpretation by different tax authorities. Taxes are subject
to review and investigation by a number of authorities which have the authority to impose severe fines,
penalties and interest charges. A tax year remains open for review by the tax authorities during the three
subsequent calendar years; however, under certain circumstances, a tax year may remain open for a longer
period. Recent events in the Russian Federation suggest that the tax authorities are taking a more assertive
position in their interpretation and enforcement of tax legislation.
Starting from 1 January 2012 new transfer pricing rules came into force in Russia. These provide the
possibility for tax authorities to make transfer pricing adjustments and impose additional tax liabilities in
respect of controllable transactions if their prices deviate from the market range or profitability range.
According to the provisions of transfer pricing rules, the taxpayer should sequentially apply five market price
determination methods prescribed by the Tax Code.
Tax liabilities arising from transactions between companies are determined using actual transaction prices.
It is possible, with the evolution of the interpretation of transfer pricing rules in the Russian Federation and
changes in the approach of the Russian tax authorities, that such transfer prices could be challenged. Since
the current Russian transfer pricing rules became effective relatively recently, the impact of any such
challenge cannot be reliably estimated; however, it may be significant to the financial position and/or the
overall operations of the Company.
These circumstances may create tax risks in the Russian Federation that are substantially more significant
than in other countries. Management believes that it has provided adequately for tax liabilities based on its
interpretations of applicable Russian tax legislation, official pronouncements and court decisions. However,
the interpretations of the relevant authorities could differ and the effect on the financial position, if the
authorities were successful in enforcing their interpretations, could be significant.
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28. Subsequent events
No significant events took place during the period between the reporting date and the issuance of these
financial statements.
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