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Impairment of assets 
Refer to Note 12 to the consolidated financial 
statements  
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Sensitivity analysis for changes in discount rate: 



ECL measurement.

Significant increase in credit risk (SICR).

Business model assessment.



Assessment whether cash flows are solely payments of principal and interest (“SPPI”).





Trade receivables

       
Other receivables



Not past due

including related parties 1,373 192 1,003 435 

Past due but not individually assessed 
for credit loss allowance     

Individually assessed for credit loss 
allowance (gross)     











Other loans 

Movements with impact on 
credit loss allowance 
charge for 2020:

Movements without impact 
on credit loss allowance 
charge for 2020:



Other loans 

Movements with impact on 
credit loss allowance 
charge for 2019:

Movements without impact 
on credit loss allowance 
charge for 2019:



































Domestic sales 

CIS sales 

Non CIS sales 

















LLC Neste Saint-Petersburg 

Petrochemical complex in Togliatti 









Non-banking operations interest rate risk management 

Banking operations interest rate risk management 

Interest rate risk analysis on banking and non-banking operations of the Group 





Expected credit loss (ECL) measurement. 



Credit risk management.
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Note 29: Financial risk management (continued) 

A default is recognised if one or a combination of the following events occur:  
 financial assets are over 90 days overdue (a rebuttable presumption); 
 a default rating is assigned; 
 restructuring indicative of problems is undertaken;  
 a favourable schedule for repaying interest and principal with payments to be made at the end of the term 

is granted. 

Non-banking activities credit risk management 
 
Credit risk arises from cash and cash equivalents, bank deposits, loans and notes receivables, as well as credit 
exposures to customers including outstanding trade and other receivables. 

Credit risks related to accounts receivable are systematically monitored taking into account the customer’s financial 
position, past experience and other factors. Management systematically reviews ageing analysis of receivables and 
uses this information for calculation of expected credit losses. A significant portion of the Group’s accounts 
receivable is due from domestic and export trading companies. The Group does not always require collateral to limit 
the exposure to loss; however, in most cases letters of credit and prepayments are used, especially with respect to 
accounts receivables from non-CIS sales of crude oil. The Group operates with various customers and a substantial 
part of its sales relate to major customers. Although collection of accounts receivable could be influenced by 
economic factors affecting these customers, management believes there is no significant risk of loss to the Group 
beyond the provisions already recorded. Credit risk analysis for accounts receivable is presented in Note 7. 

The Group performs an ongoing assessment and monitoring of the risk of default. In addition, as part of its cash 
management and credit risk function, the Group regularly evaluates the creditworthiness of financial and banking 
institutions where it deposits cash. The Group deposits available cash mostly with financial institutions in the 
Russian Federation. To manage this credit risk, the Group allocates its available cash to a variety of Russian banks. 
Management periodically reviews the credit worthiness of the banks in which it deposits cash.  

Banking activities credit risk management 

The Group’s credit risk policies prescribe its acceptance only through formalized procedures and only based on 
decisions of the authorized collegial body. The Bank ZENIT has a system of credit committees responsible for 
making credit decisions, the main objective of which is to create a high-quality loan portfolio that ensures the 
implementation of the strategy, credit policies and risk management policies. The credit committees of Bank ZENIT, 
authorized to make credit decisions, have a clear segmentation according to business lines, lending segments and 
the amount of authority.  

Credit committees and their level of responsibility in respect of approval of maximum exposures on a borrower or 
group of related borrowers are as follows: 

Name of committee 
Maximum exposure allowed to be 

approved, RR million 
Assets and liabilities management committee Not limited* 
Credit committee Not limited* 
Credit committee on small and medium-sized business borrowers 400 
Credit committee on retail lending 50 
Personal banking projects committee 90 

* Within the limits of standards N6 and N25 

The Group structures the level of credit risk it undertakes by placing the appropriate limits. Limits are set by the 
Group on an individual (for example, for specific customers and counterparties), group and portfolio basis (for 
example, industry and regional limits, limits on types of operations, etc.). 

Internal regulations on financial analysis and risk assessment are created and applied to each segment of the lending 
activity, including lending to legal entities, individuals, small and medium-sized businesses and other categories of 
borrowers. 

To reduce the level of risk, the Group accepts collateral in the form of pledges, sureties and guarantees. In case of 
acceptance of a surety, the Group performs a financial analysis of the guarantor. The assessment of collateral is 
performed internally by special division responsible for collateral assessment and control. They use several 
methodologies developed for each type of collateral. 

Valuations performed by third parties, including independent appraisal firms authorized by the Group, may serve as 
additional data for such assessment. The Group usually requires collateral to be insured by insurance companies 
authorized by the Group.  



TATNEFT 
Notes to the Consolidated Financial Statements  
(In million of Russian Rubles) 
 

67 

Note 29: Financial risk management (continued) 

Credit risk for off-balance sheet financial instruments is defined as the possibility of sustaining a loss as the result 
of another party to a financial instrument failing to perform in accordance with the terms of the contract. The Group 
uses the same credit policies in assuming conditional obligations as it does for on balance sheet financial instruments, 
through established credit approvals, risk control limits and monitoring procedures. 

Risk management departments monitor compliance with the requirements of external and internal polices of risk 
assessment, credit decision making, authority to make credit decisions, and work with collaterals. 

To quantify the credit risk, the Group uses internal models (rating systems). In the absence of a model, the assessment 
can be carried out in one of the alternative ways: 

 based on the average values obtained on the internal statistics; 
 using external ratings of international rating agencies (S&P, Fitch, Moody`s), mapped to the internal scale 

of the Bank ZENIT. 

The system of internal ratings has been applied by Bank ZENIT since 1999 and is continuously updated and 
developed. The information accumulated over this period provides a sound ground for assessment of ratings 
migration and allows the Group to calibrate corresponding parameters of default probability.  

The Group updates and validates internal models and approaches on a periodic basis, but at least once a year. For 
the purpose of information disclosure, assets are grouped in one of the 5 credit quality rating categories in order of 
credit quality deterioration (credit risk increase) in accordance with the approaches outlined below: 

Rating 
group 

PD interval 
Corresponding 
ratings of S&P 

Description 

I <0.36% «AAA»…«BB+» 
 
Minimal credit risk 

II [0.36%; 1.51%) «BB»…«BB-» 
 
Low credit risk 

III [1.51%; 7.51%) «B+»…«B-» 
 
Medium credit risk 

IV [7.51%; 100%) «CCC+»…«C» 
 
High credit risk 

V 100.00% «D» 
 
Default assets 

 
The Group does not enter into transactions with an initial rating of III, IV and V. 
 
Credit risk monitoring has an important role in maintaining the quality of loans at least as good as at the moment of 
credit limits approval, in preventing losses on the formed portfolio in excess of planned norms and consists in: 

 structured and continuous monitoring of the implementation of financial and non-financial covenants using 
the control register; 

 carrying out, with an established frequency, regular inspections of the volume, type and conditions of 
maintenance of the pledged items, its validity and insurance; 

 conducting a quarterly analysis of the financial and economic activities of the borrower and monitoring its 
financial position; 

 monitoring of proper loan maintenance and repayment (tranches); 

 analysis of actual exposures versus established limits; 

 control over compliance with internal policies, procedures, instructions and orders issued by respective 
management bodies; 

 monitoring of macroeconomic parameters in order to check the adequacy of risk assessment and forecast. 
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Note 29: Financial risk management (continued) 

In order to ensure financial stability, forecast expected losses, plan capital requirements, calculate risk-appetite 
limits, the Group performs periodic stress-testing of credit risk. The stress-testing tool includes regression models 
based on macroeconomic factors. A mandatory condition for the application of regression models is their high 
quality, confirmed by the results of validation. 

The Group’s divisions carry out loan maturity analysis and follow-up control over overdue balances. 

For more detailed analyses please refer to https://www.zenit.ru/en/#investor_en 
 
Credit risk analysis on banking and non-banking operations of the Group 
 
The Group uses the following rating categories for the analysis of credit quality of assets other than loans to 
customers and accounts receivable: 

 investment grade ratings classification referred to as Aaa to Baa3 for Moody’s Investment Services, as 
AAA to BBB- for Fitch Rating and as AAA to BBB- for Standard and Poor’s Rating, respectively; 

 non-investment (speculative) grade ratings classification referred to as Ba1 to C for Moody’s Investment 
Services, as BB+ to B- for Fitch Rating and as BB+ to D for Standard and Poor’s Rating, respectively. 
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Note 29: Financial risk management (continued) 
 

The following table contains an analysis of the credit risk exposure of cash and cash equivalents including mandatory 
reserve deposits with the Bank of Russia. The carrying amount also represents the Group's maximum exposure to 
credit risk on these financial assets. 

 At 31 December 2020 

 

Stage 1  
(12-months 

ECL) 

Stage 2 
(lifetime 
ECL for 

SICR)  

Stage 3 
(lifetime 
ECL for 

credit im-
paired) 

POCI Total 

       
Cash on hand and cash in banks      
      
- Investment grade rating 29,237  - - - 29,237  
- Non-investment grade rating 226  - - - 226  
- Unrated 1,272  - - - 1,272  

Gross carrying amount 30,735  - - - 30,735  

Credit loss allowance -   - - - -   

Carrying amount 30,735  - - - 30,735  
       
Term deposits with original maturity of less than 

three months      
      
- Investment grade rating 911  - - - 911  
- Non-investment grade rating 6,073  - - - 6,073  
- Unrated 258  - - - 258  

Gross carrying amount 7,242  - - - 7,242  

Credit loss allowance - - - - - 

Carrying amount 7,242  - - - 7,242  

       
Due from banks      
      
- Investment grade rating 2,128  - - - 2,128  
- Non-investment grade rating -   - - - -   
- Unrated -   - - - -   

Gross carrying amount 2,128  - - - 2,128  

Credit loss allowance - - - - - 

Carrying amount 2,128  - - - 2,128  

      
Banking: Mandatory reserve deposits with the 

Bank of Russia      
      
- Investment grade rating 1,528  - - - 1,528  
- Non-investment grade rating -   - - - -   
- Unrated -   - - - -   

Gross carrying amount 1,528  - - - 1,528  

Credit loss allowance - - - - - 

Carrying amount 1,528  - - - 1,528  
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Note 29: Financial risk management (continued) 

 At 31 December 2019 

 

Stage 1  
(12-months 

ECL) 

Stage 2 
(lifetime 
ECL for 

SICR)  

Stage 3 
(lifetime 
ECL for 

credit im-
paired) 

POCI Total 

       
Cash on hand and cash in banks      
      
- Investment grade rating 22,999 - - - 22,999 
- Non-investment grade rating 10 - - - 10 
- Unrated 1,721 - - - 1,721 

Gross carrying amount 24,730 - - - 24,730 

Credit loss allowance - - - - - 

Carrying amount 24,730 - - - 24,730 
       
Term deposits with original maturity of less than 

three months      
      
- Investment grade rating 128 - - - 128 
- Non-investment grade rating 222 - - - 222 
- Unrated - - - - - 

Gross carrying amount 350 - - - 350 

Credit loss allowance - - - - - 

Carrying amount 350 - - - 350 
       
Due from banks      
      
- Investment grade rating 77 - - - 77 
- Non-investment grade rating - - - - - 
- Unrated - - - - - 

Gross carrying amount 77 - - - 77 

Credit loss allowance - - - - - 

Carrying amount 77 - - - 77 
      
Banking: Mandatory reserve deposits with the 

Bank of Russia      
      
- Investment grade rating 1,572 - - - 1,572 
- Non-investment grade rating - - - - - 
- Unrated - - - - - 

Gross carrying amount 1,572 - - - 1,572 

Credit loss allowance - - - - - 

Carrying amount 1,572 - - - 1,572 
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Note 29: Financial risk management (continued) 

The following table contains an analysis of the credit risk exposure of other financial assets measured at amortised 
cost and measured at fair value through other comprehensive income for which ECL allowance is recognised other 
than cash and cash equivalents including mandatory reserve deposits with the Bank of Russia, loans to customers 
and accounts receivable. The carrying amount also represents the Group’s maximum exposure to credit risk on these 
financial assets. 

 At 31 December 2020 

 

Stage 1  
(12-months 

ECL) 

Stage 2 
(lifetime 
ECL for 

SICR)  

Stage 3 
(lifetime 
ECL for 

credit im-
paired) 

POCI Total 

       
Notes receivable      
      
- Investment grade rating - - - - - 
- Non-investment grade rating - - - - - 
- Unrated - - 318 - 318 

Gross carrying amount - - 318 - 318 

Credit loss allowance - - (318) - (318) 

Carrying amount - - - - - 

       
Other loans      
      
- Investment grade rating - - - - - 
- Non-investment grade rating - - - - - 
- Unrated 73  1,315  31,739  - 33,127  

Gross carrying amount 73  1,315  31,739  - 33,127  

Credit loss allowance -    (92)  (24,471) -  (24,563) 

Carrying amount 73  1,223  7,268  - 8,564  

       
Loans to employees      
      
- Investment grade rating - - - - - 
- Non-investment grade rating - - - - - 
- Unrated - - 2,698  - 2,698  

Gross carrying amount - - 2,698  - 2,698  

Credit loss allowance - -  (1,717) -  (1,717) 

Carrying amount - - 981 - 981 

      
Bank deposits      
      
- Investment grade rating  -     -     -     -     -    
- Non-investment grade rating 10,000     -     -     -    10,000    
- Unrated  -     -     5,547   -     5,547  

Gross carrying amount 10,000     -     5,547   -     15,547  

Credit loss allowance  -     -     (5,547)  -     (5,547) 

Carrying amount 10,000     -     -     -    10,000  

      
Due from banks      
      
- Investment grade rating 208   -     -     -    208  
- Non-investment grade rating 2,201   -     -     -    2,201  
- Unrated -    -     39   -    39  

Gross carrying amount 2,409   -     39   -    2,448  

Credit loss allowance (18)  -     (39)  -     (57) 

Carrying amount 2,391   -     -     -    2,391  
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Note 29: Financial risk management (continued) 
 

 At 31 December 2020 

 

Stage 1  
(12-months 

ECL) 

Stage 2 
(lifetime 
ECL for 

SICR)  

Stage 3 
(lifetime 
ECL for 

credit im-
paired) 

POCI Total 

 
REPO with banks      
      
- Investment grade rating 1,551 - - - 1,551 
- Non-investment grade rating - - - - - 
- Unrated - - - - - 

Gross carrying amount 1,551 - - - 1,551 

Credit loss allowance - - - - - 

Carrying amount 1,551 - - - 1,551 
      
Debt securities measured at amortised cost      
      
- Investment grade rating 26,929  - - - 26,929  
- Non-investment grade rating 6,863  - - - 6,863  
- Unrated 244  - - - 244  

Gross carrying amount 34,036  - - - 34,036  

Credit loss allowance  (128) - - -  (128) 

Carrying amount 33,908  - - - 33,908  

      
Debt securities measured at fair value through 

other comprehensive income      
      
- Investment grade rating 18,595   -     -     -    18,595  
- Non-investment grade rating 1,723   -     -     -    1,723  
- Unrated 474 -   -     -    474 

Gross carrying amount 20,792  -   -     -    20,792  

Credit loss allowance  (32) - - -  (32) 

Carrying amount 20,760   -   -     -    20,760  
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Note 29: Financial risk management (continued)  

 At 31 December 2019 

 

Stage 1  
(12-months 

ECL) 

Stage 2 
(lifetime 
ECL for 

SICR)  

Stage 3 
(lifetime 
ECL for 

credit im-
paired) 

POCI Total 

       
Notes receivable      
      
- Investment grade rating - - - -  
- Non-investment grade rating - - - -  
- Unrated - 112 240 - 352 

Gross carrying amount - 112 240 - 352 

Credit loss allowance - - (240) - (240) 

Carrying amount - 112 - - 112 

       
Other loans      
      
- Investment grade rating - - - - - 
- Non-investment grade rating - - - - - 
- Unrated 73   1,531  45,911  - 47,515 

Gross carrying amount 
 73   1,531   45,911  

- 47,515 

Credit loss allowance  -     (241)  (25,766) - (26,007) 

Carrying amount  73   1,290   20,145  - 21,508 

       
Loans to employees      
      
- Investment grade rating - - - -  
- Non-investment grade rating - - - -  
- Unrated - - 2,732 - 2,732 

Gross carrying amount - - 2,732 - 2,732 

Credit loss allowance - - (1,804) - (1,804) 

Carrying amount - - 928 - 928 
      
Bank deposits      
      
- Investment grade rating 309 - - - 309 
- Non-investment grade rating 12 - - - 12 
- Unrated 338 - 5,547 - 5,885 

Gross carrying amount 659 - 5,547 - 6,206 

Credit loss allowance - - (5,547) - (5,547) 

Carrying amount 659 - - - 659 
      
Due from banks      
      
- Investment grade rating  1,475  - - -  1,475  
- Non-investment grade rating  3,121  - - -  3,121  
- Unrated  -    - 32 -  32  

Gross carrying amount  4,596  - 32 -  4,628  

Credit loss allowance  (109) - (32) -  (141) 

Carrying amount  4,487  - - -  4,487  
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Note 29: Financial risk management (continued) 
 

 At 31 December 2019 

 

Stage 1  
(12-months 

ECL) 

Stage 2 
(lifetime 
ECL for 

SICR)  

Stage 3 
(lifetime 
ECL for 

credit im-
paired) 

POCI Total 

 
REPO with banks      
      
- Investment grade rating 4,081 - - - 4,081 
- Non-investment grade rating - - - - - 
- Unrated - - - - - 

Gross carrying amount 4,081 - - - 4,081 

Credit loss allowance - - - - - 

Carrying amount 4,081 - - - 4,081 
      
Debt securities measured at amortised cost      
      
- Investment grade rating  16,354  - - -  16,354  
- Non-investment grade rating  5,087  - - -  5,087  
- Unrated  2,359  - - -  2,359  

Gross carrying amount  23,800  - - -  23,800  

Credit loss allowance  (62) - - -  (62) 

Carrying amount  23,738  - - -  23,738  

      
Debt securities measured at fair value through 

other comprehensive income      
      
- Investment grade rating  16,476  - - -  16,476  
- Non-investment grade rating  797  - - -  797  
- Unrated  1,848   20  - -  1,868  

Gross carrying amount  19,121   20  - -  19,141  

Credit loss allowance  (34)  -    - -  (34) 

Carrying amount  19,087   20  - -  19,107  

 
Within short term bank deposits there are RR 5,540 million of deposits placed with Tatfondbank. In March 2017, 
by the order of the Bank of Russia the license to conduct banking operations was withdrawn from Tatfondbank. At 
31 December 2020 and 2019 the Group created a provision for impairment of deposits placed with Tatfondbank in 
the amount of RR 5,540 million. 
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Note 29: Financial risk management (continued) 

Liquidity risk 

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due.  
 
Non-banking operations liquidity risk management 
 
The Group’s approach to managing liquidity is to ensure that it will always have sufficient liquidity to meet its 
liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses or risking 
damage to the Group‘s reputation. In managing its liquidity risk, the Group maintains adequate cash reserves and 
debt facilities, continuously monitors forecast and actual cash flows and matches the maturity profiles of financial 
assets and liabilities on non-banking activities.  

The Group prepares various financial plans (monthly, quarterly and annually) which ensures that the Group has 
sufficient cash on demand to meet expected operational expenses, financial obligations and investing activities for 
a period of 30 days or more. To fund cash requirements of a more permanent nature, the Group will normally raise 
long-term debt in available international and domestic markets. 

Banking operations liquidity risk management 

The objective of liquidity risk management is to ensure the stable operations of all banks of the Group, the possibility 
of uninterrupted operations in accordance with the Group's business plans, including the timely fulfilment of all 
obligations to customers and counterparties related to making payments, as well as minimising the negative impact 
on financial results, own funds (capital), the Group's reputation for a possible liquidity deficit. Also, the priority 
objective of liquidity risk management is to ensure that all banks of the Group comply with the mandatory liquidity 
ratios established by the Central Bank of Russia. 

The Group’s approach to banking operations liquidity management is to ensure, as far as possible, that it will have 
sufficient liquidity to meet its liabilities when due under both ordinary and stressed conditions, without incurring 
unacceptable losses or damaging the Group’s reputation. 

In respect to the banking segment The Group endeavors to maintain a stable and diversified funding base including 
core corporate and individual customer accounts; short-, medium- and long-term loans from other banks; promissory 
notes and bonds issued. On the other hand, the Group tends to keep diversified portfolios of liquid and highly liquid 
assets in order to be able to settle unforeseen liquidity requirements in an efficient and timely manner. 

Key parameters in liquidity risk management such as the structure of assets and liabilities, composition of liquid 
assets and acceptable liquidity risks are established by Assets and Liabilities Management Committee (ALCO). 
ALCO sets and reviews limits on liquidity gaps which are assessed on the basis of liquidity stress-tests in regard to 
medium- and long-term liquidity. These tests are performed using the following information: 

 current structure of assets and liabilities including any known renewal arrangements as at the date of the 
respective test; 

 amounts, maturity and liquidity profiles of transactions projected by business units; 
 current and projected characteristics of liquid assets which include, apart from cash and cash equivalents, 

amounts due from other banks and certain financial assets held-for-trading; and  
 relevant external factors. 

The resulting models allow for the assessment of future expected cash flows due to projected future business and 
different crisis scenarios. While managing liquidity risk treasury departments of the Group distinguish liquidity 
required within a current business day and term liquidity. For managing current liquidity (with a 1-day horizon) the 
following methods are used: 

 reallocation of cash between accounts with other banks; 
 collection of information from business and other supporting units on large transactions (both proprietary 

and customer based);  
 purchase and sale of certain financial assets in liquid portfolios; 
 accelerating closure of trade positions; 
 estimation of minimum expected cash inflow during a business day; and 
 daily control over the balance of cash and estimated liabilities to be settled on demand. 

  



TATNEFT 
Notes to the Consolidated Financial Statements  
(In million of Russian Rubles) 
 

76 

Note 29: Financial risk management (continued) 

In order to optimize liquidity management procedures, Bank ZENIT allocates instant (intraday) and emergency 
liquidity management. The monitoring of the current and forecasted state of urgent liquidity is carried out by the 
Bank's Treasury daily on the basis of calculating the sufficiency of highly liquid assets to cover planned and 
unplanned outflows and meeting resource requirements for a period of up to 30 days. In the normal course of 
business, liquidity reports reflecting the current and projected structure of assets and liabilities, taking into account 
the model of daily minimum balance on current accounts by currency based on an analysis of historical dynamics, 
as well as expected future cash flows are regularly reported to ALCO. Liquidity management decisions made by the 
ALCO are implemented by treasuries as part of their duties. 

The share of liquid assets is maintained at a level sufficient to meet obligations to customers and counterparties of 
Bank ZENIT, which can significantly reduce liquidity risks and non-market funding rates. 

To maintain instant liquidity, limits are open on Bank ZENIT by a significant number of Russian banks. In addition, 
the liquidity risk is minimized by the Bank ZENIT’s ability to raise funds from the Bank of Russia within the 
framework of the refinancing system and state support for the financial sector, as well as established liquidity 
management policies and technologies that provide for stress approaches in estimating future cash flows. 

In accordance with the Group's Liquidity Management Policy, the basic principle of liquidity management is risk 
limiting, in particular, using the required liquid assets limit. If necessary (changing the financial situation in the 
markets or at Bank ZENIT), other limits (for counterparties, financial instruments, etc.) included in the Bank 
ZENIT’s limit structure can be used to manage liquidity. 
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Note 29: Financial risk management (continued) 
Liquidity analysis for banking and non-banking operations of the Group 

The following tables summarise the maturity profile of the Group’s financial liabilities based on contractual 
undiscounted payments, including interest payments: 

 At 31 December 2020 

 Less than 1 year Between 1 and 
5 years 

Over 
5 years 

Total 

Financial liabilities     
Trade and other financial payables     

Trade payables 55,028 - - 55,028 
Dividend payable 823 - - 823 
Current portion of lease liability 2,891 - - 2,891 
Lease obligations, net of current portion - 8,482 9,738 18,220 
Other payables 2,183 433 7 2,623 
Banking: Other financial liabilities at fair 
value through profit and loss 1,764 - - 1,764 

Debt     
Bonds issued 1,470 23,490 - 24,960 
Subordinated debt 21 - - 21 
Debt securities issued 502 120 2 624 
Credit facilities 3,008 2,708 2,239 7,955 
Other debt 3,551 386 9 3,946 

Banking: Due to banks and the Bank of Russia 14,400 1,777 275 16,452 
Banking: Customer accounts 146,149 20,810 2,334 169,293 
Credit related commitments (Note 26) 41,393 5,969 - 47,362 
Total 273,183 64,175 14,604 351,962 
     
 At 31 December 2019 

 Less than 1 year Between 1 and 
5 years 

Over 
5 years 

Total 

Financial liabilities     
Trade and other financial payables     

Trade payables 36,150 - - 36,150 
Dividend payable 55,865 - - 55,865 
Current portion of lease liability 3,024 - - 3,024 
Lease obligations, net of current portion - 9,443 11,078 20,521 
Other payables 1,660 149 - 1,809 
Banking: Other financial liabilities at fair 
value through profit and loss 4,451 - - 4,451 

Debt     
Bonds issued 3,232 22,323 7 25,562 
Subordinated debt 292 3,137 509 3,938 
Debt securities issued 880 40 3 923 
Credit facilities 14,700 - - 14,700 
Other debt 475 2,007  2,482 

Banking: Due to banks and the Bank of Russia 20,727 2,827 3 23,557 
Banking: Customer accounts 134,315 29,486 8 163,809 
Credit related commitments (Note 26) 36,114 5,725 - 41,839 
Total 311,885 75,137 11,608 398,630 
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Note 29: Financial risk management (continued) 

Fair values 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an ordinary transaction 
between market participants at the measurement date. The estimated fair values of financial instruments are 
determined with reference to various market information and other valuation techniques as considered appropriate.  

The different levels of fair value hierarchy have been defined as follows:  

Level 1 – Quoted prices in active markets for identical assets or liabilities that Group has the ability to assess at the 
measurement date.  
 
Level 2 - Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either 
directly or indirectly. 
 
Level 3 – Unobservable inputs for the asset or liability. These inputs reflect the Group‘s own assumptions about the 
assumptions a market participant would use in pricing the asset or liability.   

Recurring fair value measurements 

The levels in the fair value hierarchy into which the recurring fair value measurements are categorised are as follows: 

 At 31 December 2020 
 
 

Fair value  
Level 1 Level 2 Level 3 Carrying value 

Banking: Loans to customers 
measured at fair value through profit 
or loss - - 2,044 2,044 
Securities measured at fair value 
through profit or loss 4,064 1,793 246 6,103 

Other loans measured at fair value 
through profit or loss - - 5,079 5,079 

Securities measured through other 
comprehensive income 20,304 9,865 16,173 46,342 

Investment property - - 1,229 1,229 
Banking: Other financial liabilities 
measured at fair value through profit 
and loss (1,691) (73) - (1,764) 

Total 22,677 11,585 24,771 59,033 
 

 At 31 December 2019 
 
 

Fair value  
Level 1 Level 2 Level 3 Carrying value 

Banking: Loans to customers 
measured at fair value through profit 
or loss - - 12,947 12,947 
Securities measured at fair value 
through profit or loss 7,015 643 293 7,951 

Banking: Due from banks - 1,238 - 1,238 
Securities measured at fair value 
through other comprehensive income 18,325 10,407 16,095 44,827 

Investment property - - 1,323 1,323 
Banking: Other financial liabilities 
measured at fair value through profit 
and loss (4,425) (26) - (4,451) 

Total 20,915 12,262 30,658 63,835 
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Note 29: Financial risk management (continued) 
 

The description of valuation technique and description of inputs used in the fair value measurement for Level 2 and 
Level 3 measurements at 31 December 2020 и 2019: 

 Fair value hierarchy Valuation technique and key input data 

Banking: Loans to customers at FVTPL Level 3 Discounted cash flow models adjusted at 
credit risk 

Securities at FVOCI  Level 2, Level 3 Quoted prices for similar investments in 
active markets, net assets valuation, 

comparative (market) approach /  
Publicly available information, 

comparable market prices/ discounted 
cash flow models adjusted at credit risk  

Other loans measured at FVTPL Level 3 Discounted cash flow models adjusted at 
credit risk 

Securities at FVTPL Level 2, Level 3 Quoted prices for similar investments in 
active markets, net assets valuation, 

comparative (market) approach /  
Publicly available information, 

comparable market prices / discounted 
cash flow models adjusted at credit risk 

Banking: Due from banks Level 2 Quoted prices for similar investments in 
active markets adjusted at credit risk 

Investment property Level 3 Market data on comparable objects 
adjusted in case of differences from  

similar objects 
Banking: Other financial  liabilities at 
FVTPL 

Level 2 Discounted cash flow models adjusted at 
credit risk 

 

There were no changes in valuation technique for Level 2 and Level 3 recurring fair value measurements during the 
years ended 31 December 2020 and 2019.There have been no transfers between Level 1, Level 2 and Level 3 during 
2020 and 2019 year.  
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Note 29: Financial risk management (continued) 
 
Assets and liabilities not measured at fair value but for which fair value is disclosed 

Fair values analysed by level in the fair value hierarchy and carrying value of assets and liabilities not measured at 
fair value are as follows:  

 

At 31 December 2020 At 31 December 2019 

Fair value 

Carrying 
value 

Fair value 

Carrying 
value Level 1 Level 2 Level 3 Level 1 Level 2 Level 3 

Assets          
Cash and cash equivalents         

Cash on hand and in 
banks 5,141 25,594 - 30,735 6,365 18,365 - 24,730 
Term deposits - 7,242 - 7,242 - 350 - 350 
Due from banks - 2,128 - 2,128 - 77 - 77 

Banking: Mandatory 
reserve deposits with the 
Bank of Russia 1,528 - - 1,528 1,572 - - 1,572 
Accounts receivable         

Trade receivables - - 79,872 79,872 - - 79,724 79,724 
Other financial 
receivables - 681 4,502 5,183 - 1,176 11,506 12,682 

Banking: Loans to 
customers  measured at 
amortised cost - - 100,230 99,611 - - 122,842 123,505 
Other financial assets         

Bank deposits - 10,000 - 10,000 - 659 - 659 
Due from banks - 2,460 - 2,391 - 3,283 - 3,249 
REPO with banks - 1,551 - 1,551 - 4,081 - 4,081 
Notes receivable - - - - - - 112 112 
Loans to employees - - 981 981 - - 928 928 
Other loans   measured 
at amortised cost - - 8,564 8,564 - - 21,508 21,508 
Securities  measured at 
amortised cost 25,675 9,455 - 33,908 24,777 - - 23,738 

Total financial assets 32,344 59,111 194,149 283,694 32,714 27,991 236,620 296,915 

Liabilities 
         
Trade and other financial 
payables         

Trade payables - - 55,028 55,028 - 350 35,800 36,150 
Dividend payable - - 823 823 - - 55,865 55,865 
Current portion of lease  
liabilities   - - 2,540 2,540 - - 2,613 2,613 
Other payables - - 2,623 2,623 - 332 1,477 1,809 

Non-current lease 
liabilities - - 10,679 10,679 - - 11,578 11,578 
Debt         

Bonds issued 15,000 7,189 - 22,079 20,032 1,825 - 21,857 
Subordinated debt - 21 - 21 - 1,287 - 1,287 
Debt securities issued - 610 - 612 - 923 - 923 
Credit facilities - - 7,955 7,955 - - 14,700 14,700 
Other debt - - 3,946 3,946 - - 2,482 2,482 

Banking: Due to banks 
and the Bank of Russia 273 14,802 - 15,210 1,527  21,288 - 22,815 
Banking: Customer 
accounts - 148,307 - 148,625 - 156,578 - 160,052 
Total financial liabilities 15,273 170,929 83,594 270,141 21,559 182,583 124,515 332,131 
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Note 29: Financial risk management (continued) 
The fair values in Level 2 fair value hierarchy were estimated using the discounted contractual cash flows and 
observable interest rates for identical instruments. The fair values in Level 3 fair value hierarchy were estimated 
using the discounted cash flows and observable interest rates for similar instruments with adjustment to credit risk 
and maturity. 
Reconciliation of liabilities arising from financing activities  
The table below sets out an analysis of the movements in the Group’s liabilities from financing activities for each 
of the periods presented. The items of these liabilities are those that are reported as financing in the statement of 
cash flows:  

  Liabilities arising as a result of financing activities 
Short-term 

and long-
term debt 

Bonds 
issued 

Subordinated 
debt 

Lease 
liabilities Total 

At 31 December 2018 9,270 1,056 3,580 - 13,906 
      
Cash flow movement, 
including:    

 
 

Proceeds from issuance 
of debt 115,346 - - 

 
- 115,346 

Repayment of debt (107,212) - - - (107,212) 
Issuance of bonds - 21,790 - - 21,790 
Redemption of bonds, 
subordinated debts - (1,053) (2,140) 

 
- (3,193) 

Repayment of principal 
portion of lease liabilities - - - 

 
(1,352) (1,352) 

Interest paid (2,222) (119) (286) (1,571) (4,198) 
Foreign exchange 
adjustments 713 - (160) 

 
- 553 

Interest accrual 755 182 310 1,571 2,818 
Other non-cash flows 532 1 (17) 15,543 16,059 
At 31 December 2019 17,182 21,857 1,287 14,191 54,517 
      
Cash flow movement, 
including:    

 
 

Proceeds from issuance 
of debt 218,758 - - 

 
- 218,758 

Repayment of debt (225,083) - - - (225,083) 
Issuance of bonds - 3,198 - - 3,198 
Redemption of bonds, 
subordinated debts - (3,029) (1,545) 

 
- (4,574) 

Repayment of principal 
portion of lease liabilities - - - 

 
(1,419) (1,419) 

Interest paid (1,009) (1,518) (240) (1,374) (4,141) 
Foreign exchange 
adjustments 1,017 - 276 

 
- 1,293 

Interest accrual 1,033 1,594 243 1,374 4,244 
Other non-cash flows 3 (23) - 447 427 
At 31 December 2020 11,901 22,079 21 13,219 47,220 
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Note 29: Financial risk management (continued) 
 

Management of Capital 

The primary objective of the Group’s capital management is to ensure that it maintains a strong credit rating and 
healthy capital ratios in order to support its business and increase shareholder value. The Group manages its capital 
structure and makes adjustments to it, in light of changes in economic conditions.  

The Group defines capital under management as the total Group shareholders’ equity as shown in the consolidated 
statement of financial position. The amount of capital that the Group managed as at 31 December 2020 was 
RR 827,672 million (2019: RR 745,532 million). The Group manages capital for banking and non-banking 
operations separately. 

Non-banking operations capital management 
The Group considers equity and debt to be the principal elements of capital management. In order to maintain or 
adjust the capital structure, the Group may adjust the dividend payment to shareholders, revise its investment 
program, attract new or settle existing debt or sell certain non-core assets.   

The Group monitors capital on the basis of its gearing ratio. 
 Year ended  

31 December 2020 
Year ended  

31 December 2019 
Consolidated total borrowings excluding borrowings of 
Bank ZENIT: 26,901 32,182 

- Bonds issued 15,000 15,000 
- Credit facilities 7,955 14,700 
- Other debt 3,946 2,482 

Consolidated shareholders’ equity 827,672 745,532 
Debt to capital employed ratio, % (Consolidated total 

borrowings / Consolidated shareholders’ equity) 3.3% 4.3% 

 
Banking operations capital management 

The Bank ZENIT’s objectives when managing capital are (i) to comply with the capital requirements set by the 
Central Bank of the Russian Federation, (ii) to safeguard the Group’s ability to continue as a going concern and (iii) 
to maintain a sufficient capital base to achieve a capital adequacy ratio based on the Basel Accord of at least 8%. 
Compliance with capital adequacy ratios set by the Central Bank of the Russian Federation is monitored by the 
Management of Bank ZENIT on a daily basis. Other objectives of capital management are evaluated annually. 

Under the current capital requirements set by the Central Bank of Russia, banks have to maintain a ratio of regulatory 
capital to risk weighted assets (“statutory capital ratio”) above a prescribed minimum level. Bank ZENIT is also 
subject to minimum capital requirements established by loan covenants, including capital adequacy level of 8% 
calculated in accordance with Basel I and IFRS, and Tier 1 capital adequacy ratio of 6%. Bank ZENIT has complied 
with all externally imposed capital requirements throughout 2020 and 2019.  

In September 2015 Bank ZENIT received five subordinated loans totalling RR 9,933 million from DIA within the 
Russian Federation Government programme for additional capitalisation of Russian banks. Under the terms of these 
subordinated loan agreements DIA paid these loans by securities (OFZ of five series), that should be returned upon 
maturity of the subordinated loans. These subordinated loans mature from January 2025 to November 2034 and bear 
interest equal to OFZ coupon rate plus 1%. In accordance with IFRS 9 and IAS 39 if securities are loaned under an 
agreement to return them to the transferor, they are not derecognised because the transferor retains substantially all 
the risks and rewards of ownership. Accordingly, the obligation to return the securities should not be recognised. 
Therefore, OFZ and the subordinated loan received from DIA are not recognised within assets and liabilities in the 
consolidated statement of financial position. These subordinated loans are accounted for in capital adequacy ratio 
calculation in accordance with Bank of Russia’s Regulation No. 646-P. 


