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Mariner Finance p.l.c

Directors’ report
Year ended 31 December 2019

The directors present their report and the audited financial statements of the group and the holding
company for the year ended 31 December 2019.

Principal activities

The group is engaged in the investment, development and operation of sea terminals, namely in Riga,
Latvia as well as property investment.

The principal activities of the company are mainly those of acting as an investment and holding
company. Furthermore, the company also rents and operates owned real estate in Latvia.

Performance review

The group and company have registered a profit before tax of € 5,220,193 (2018 — € 5,497,944) and €
188,316 (2018 — € 101,292) respectively.

The net assets of the group at the end of the year amounted to € 47,099,747 (2018 — € 44,178,372),
and that of the company € 48,543,364 (2018 — € 12,429,074).

The increase in net assets for the group relates to the profit for the year. Furthermore, the group
registered a further increase in net assets arising from a revaluation of land and buildings.

The increase in net assets for the company relates mainly to the net assets acquired as a result of the
merger, as further described in note 35. Furthermore, the company obtained a profit for the year which
resulted in a further increase in its net assets.

The consolidated profit for the year before tax fell marginally short of the profitability attained in 2018.
The main reasons for this decrease in profitability, when compared to 2018, were higher administrative
expenses, mainly being one off professional fees incurred in the cross-border merger of Mariner Baltic
Holdings SIA into Mariner Finance p.l.c. The group continues to achieve constant healthy profits from its
operations.

The group measures the achievement of its objectives through the use of the following other key
performance indicators:

Financial

The group calculates the level of its free cash flow by reference to the cash generated from continuing
operations less capital expenditure, interest and tax. The group'’s free cash flow at year end amounted
to a shortfall of € 1,472,784 (2018 - surplus of € 3,537,680). This negative free cashflow is solely due to
the significant capital expenditure undertaken in the current year which amounted to € 7,073,065 (2018:
€ 3,926,539). In fact cash inflow from operations before working capital movements amounted to €
8,676,658 (2018: 8,686,054).

The group measures its performance based on EBITDA, which is defined as the group profit before
depreciation, amortisation, net investment income, finance costs and taxation. During the year under
review, EBITDA increased by 1% to € 8,584,196 from € 8,524,240.



Mariner Finance p.l.c

Directors' report
Year ended 31 December 2019

Financial - (continued)

The gearing ratio, which is defined as net debt divided by net debt plus equity, demonstrates the degree
to which the capital employed in a business is funded by external borrowings as compared to
shareholders' funds. The group's gearing leverage at year end stood at 48% implying a 3% increase
from the previous year.

The group aims to deliver a return on average capital employed above the level of its cost of funding.
The return on average capital employed represents the operating profit on ordinary activities divided by
the average of capital employed. The group ensures that this capital is used as effectively as possible.
The return on average capital employed as at year end stood at 8% (2018 - 9%).

Non-financial

Customer satisfaction is monitored by regular meetings with clients and other forms of informal
feedback. The level of customer satisfaction remains at very good levels.

Overall terminal efficiency is calculated at the average number of container moves per hour. This
remained constant from 2018 at 26 moves per hour.

Property rental is measured in accordance to percentage occupancy, which remained constant at 96%
as per the previous year.

Principal risks and uncertainties

The successful management of risk is essential to enable the group to achieve its objectives. The
ultimate responsibility for risk management rests with the group’s directors, who evaluate the group’s
risk appetite and formulate policies for identifying and managing such risks. The principal risks and
uncertainties facing the group are included below:

(a) Market and competition

The group operates in a highly competitive environment and faces competition from various other
entities. An effective, coherent and consistent strategy to respond market dynamics, customer demands
and competitors enables the group to sustain its market share and its profitability. The group continues
to focus on service quality and performance in managing this risk. The group is dependent on certain
customers as disclosed in note 5.

(b) Legislative risks

The group is subject to numerous laws and regulations covering a wide range of matters. Failure to
comply could have financial or reputational implications and could materially affect the group’s ability to
operate. The group has embedded operating policies and procedures to ensure compliance with
existing legislation.



Mariner Finance p.l.c

Directors' report
Year ended 31 December 2019

(c) Economic and market environment

Economic conditions have been challenging in recent years across the market in which the group operates. A
significant economic decline in any of these markets could impact the group’s ability to continue to maintain and
grow throughput. Demand for the group’s services can be adversely affected by weakness in the wider economy
which are beyond the group’s control. This risk is evaluated as part of the group’s annual strategy process
covering the key areas of investment and development and updated regularly throughout the year. The group
continues to make significant investment in innovation. The group regularly reviews its pricing structures to
ensure that its products are appropriately placed within the markets in which it operates.

(d) Customer service

The group’s revenues are at risk if it does not continue to provide the level of service expected by its customers.
The group’'s commitment to customers is embedded in its values. The group continually seeks to make
improvements to the services provided by investing in technology, equipment and infrastructure, through the
ongoing training of employees and enhancements in operational practices.

(e) Political risk

The group operates in a country with stable social and political conditions. Adverse changes in these conditions,
for example, political unrest, strikes, war and other forms of instability including natural disasters, epidemics,
widespread transmission of diseases and terrorist attacks may negatively affect the group’s business, results of
operations, financial conditions or prospects. The group adapts to such risks by incorporating this risk into its
business strategy.

(f) Financial risk management

Note 33 to the financial statements provides details in connection with the group’s use of financial instruments,
its financial risk management objectives and policies and the financial risks to which it is exposed.

Results and dividends

The result for the year ended 31 December 2019 is shown in the statement of profit or loss and other
comprehensive income on page 11. The group registered a profit for the year after tax of € 4,903,990 as
compared to € 5477,403 in 2018. The company registered a profit for the year after tax of € 173,365 as
compared to € 84,019 in 2018. A € 8 million interim dividend was declared and distributed during the reporting
year.

Post balance sheet events

Subsequent to the end of the reporting period, the global economy is experiencing the impact of the COVID-19
pandemic. Such pandemic is unprecedented and therefore at date of signing of these financial statements, one
is not in a position to accurately forecast the extent of the impact such events will have on the Group's
operations. Nonetheless, as at the date of signing of these financial statements, the Group’s activities have
continued to operate normally irrespective of the pandemic. The group’'s senior management team are
constantly monitoring the situation and the impact this is having on the level of operations in comparison with the
historic levels of operations. In fact, management have revised projections for the year ending 31 December
2020 to incorporate the potential impact of such pandemic and based these revisions on a stressed scenario.
Under these revised projections the Group is expected to continue operating at satisfactory profitable levels and
also have sufficient liquidity and financial resources available to meet all its obligations.

The Group has a strong financial position and significant resources at its disposal, which will assist it during the
economic slow down. Furthermore, the group’s container terminal as well as the property in Latvia, are both well-
positioned to continue to be a long-term sustainable businesses.

Likely future business developments

The directors consider that the year end financial position was satisfactory and that the company and the group
are well placed to sustain the present level of activity in the foreseeable future.



Mariner Finance p.l.c

Directors' report
Year ended 31 December 2019

Directors

The directors who served during the period were:

Marin Hili (Chairman)

Michela Borg

Edward Hili (Chief Executive Officer)
Kevin Saliba

Lawrence Zammit

Mark Vella

Anthony Busuttil

In accordance with the company's articles of association all the directors are to remain in office.

Going concern

After reviewing the group's and company's budget for the next financial year and other longer term
plans, the directors are satisfied that, at the time of approving the financial statements, it is appropriate
to adopt the going concern basis in preparing the financial statements.

Auditor

A resolution to reappoint Deloitte Audit Limited as auditor of the company will be proposed at the
forthcoming annual general meeting.

Approved by the board of directors and signed on its behalf on 28 April 2020 by:

P o ‘."\]
“F & . /’ / /
i
Kevin Saliba Lawrence Zammit

Director Director



Mariner Finance p.l.c

Statement of directors' responsibilities

The directors are required by the Companies Act (Cap. 386) to prepare financial statements in
accordance with International Financial Reporting Standards as adopted by the EU which give a
true and fair view of the state of affairs of the company and its group at the end of each financial
year and of the profit or loss of the company and its group for year then ended. In preparing the
financial statements, the directors should:

» select suitable accounting policies and apply them consistently;
make judgements and estimates that are reasonable; and

* prepare the financial statements on a going concern basis, unless it is inappropriate to
presume that the company and the group will continue in business as a going concern,

The directors are responsible for ensuring that proper accounting records are kept which disclose
with reasonable accuracy at any time the financial position of the company and the group and which
enable the directors to ensure that the financial statements comply with the Companies Act (Cap.
386). This responsibility includes designing, implementing and maintaining such internal control as
the directors determine is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error. The directors are also responsible for
safeguarding the assets of the company and the group, and hence for taking reasonable steps for
the prevention and detection of fraud and other irregularities.

Statement of responsibility pursuant to the Listing Rules issued by the Listing Authority

We confirm that to the best of our knowledge:

a. In accordance with the Listing Rules, the financial statements give a true and fair view of
the financial position of the company and its group as at 31 December 2019 and of their
financial performance and cash flows for the year then ended, in accordance with
International Financial Reporting Standards as adopted by the EU; and

b. In accordance with the Listing Rules, the Directors' report includes a fair review of the
performance of the business and the position of the Issuer and the undertakings included
in the consolidation taken as a whole, together with a description of the principal risks and
uncertainties that they face.

& il {
t_,_ =
Kevin Saliba Lawrence Zammit

- . .
- Director Director



Mariner Finance p.l.c

Corporate governance statement

Introduction

Pursuant to the Listing Rules as issued by the Listing Authority of the Malta Financial Services
Authority, Mariner Finance p.l.c, (the '‘company') is hereby reporting on the extent of its adoption of the
Code of Principles of Good Corporate Governance (the 'Principles’) contained in Appendix 5.1 of the
Listing Rules.

The Board acknowledges that the Code does not dictate or prescribe mandatory rules but
recommends principles of good practice. Nonetheless, the Board strongly believes that the Principles
are in the best interest of the shareholders and other stakeholders since they ensure that the
Directors, Management and employees of the group adhere to internationally recognised high
standards of Corporate Governance.

The group currently has a corporate decision-making and supervisory structure that is tailored to suit
the group's requirements and designed to ensure the existence of adequate checks and balances
within the group, whiles retaining an element of flexibility, particularly in view of the size of the group
and the nature of its business. The group adhered to the Principles, except for those instances where
there exist particular circumstances that warrant non-adherence thereto, or at least postponement for
the time being.

Additionally, the Board recognises that, by virtue of the Listing Rules 5.101. the company is exempt
from making available the information required in terms of Listing Rules 5.97.1 to 5.97.3; 5.97.6 and
5.97.7.

The Board of Directors

The Board of Directors of the company is responsible for the overall long-term direction of the group,
in particular in being actively involved in overseeing the systems of control and financial reporting and
that the group communicates effectively with the market.

The Board of Directors meets regularly, with minimum of four times annually, and is currently
composed of seven Members, three of which are completely independent from the company or any
other related companies.

Mr. Lawrence Zammit, Mr. Mark Vella and Mr Anthony Busuttil are independent non-executive
directors of the company.

Directors

Marin Hili - Chairman
Edward Hili - Chief Executive Officer

Non-Executive Directors

Michela Borg
Kevin Saliba
Lawrence Zammit
Mark Vella
Anthony Busuttil



Mariner Finance p.l.c

Corporate governance statement

The Board of Directors (continued)

The Board Meetings are attended by the Chief Financial Officer of the group in order for the Board
to have direct access to the financial operation of the group. This is intended to, inter alia, ensure
that the policies and strategies adopted by the Board are effectively implemented.

The remuneration of the Board is reviewed periodically by the shareholders of the company.

The company ensures that it provides directors with relevant information to enable them to
effectively contribute to board decisions.

The directors are fully aware of their duties and obligations, and whenever a conflict of interest in
decision making arises, they refrain from participating in such decisions.

Audit committee

The Terms of Reference of the Audit Committee, are modelled on the principles set out in the
Listing Rules. The Audit Committee assists the Board in fulfilling its supervisory and monitoring
responsibility by reviewing the group financial statements and disclosures, monitoring the system of
internal control established by management as well as the audit processes.

The Board of Directors established the Audit Committee, which meets regularly, with a minimum of
four times annually, and is currently composed of the following individuals:

Mr. Lawrence Zammit (Chairman)
Mr. Mark Vella
Mr. Anthony Busuttil

Mr. Lawrence Zammit is an independent non-executive director of the company who the Board
considers to be competent in accounting and/or auditing in terms of the Listing Rules. In the
Board's view, the audit committee, as a whole, has the relevant competence in the sector in which
the group operates due to the professional experience of the individual members.

In terms of the Listing Rules, the majority of the members of the audit committee shall be
independent of the issuer. All current members of the audit committee are considered by the Board
to be independent members.

The Audit Committee met four times during the year. Communication with and between the
Secretary, top level management and the Committee is ongoing and considerations that required
the Committee's attention were acted upon between meetings and decided by the Members (where
necessary) through electronic circulation and correspondence.



Mariner Finance p.l.c

Corporate governance statement (continued)

Internal Control

While the Board is ultimately responsible for the group's internal controls as well as their effectiveness,
authority to operate the group is delegated to the Chief Executive Officer.

The group's system of internal controls is designed to manage all the risks in the most appropriate
manner. However, such controls cannot provide an absolute elimination of all business risks or losses.
Therefore, the Board, inter alia, reviews the effectiveness of the group's system of internal controls in
the following manner:

1 Reviewing the group's strategy on an on-going basis as well as setting the appropriate
business objectives in order to enhance value for all stakeholders;

2 Implementing an appropriate organisational structure for planning, executing, controlling and
monitoring business operations in order to achieve Group objectives;

3 Appointing and monitoring the Chief Executive Officer whose function is to manage the
operations of the group;

4  Identifying and ensuring that significant risks are managed satisfactorily; and

5  Company policies are being observed.

Relations with the market

The market is kept up to date with all relevant information, and the company regularly publishes such
information on its website to ensure consistent relations with the market.

Non-compliance with the code

The market is kept up to date with all relevant information, and the company regularly publishes such
information on its website to ensure consistent relations with the market.

Principle 4: Organisation Structure

The company is mainly an investment company which does not require an elaborate management
structure. Its CEO is responsible for day-to-day management of the Group, assisted, when necessary
from time to time, by members of the senior management teams of the Group companies. The
Directors believe the current organisational structures are adequate for current activities of the
company. The Directors will maintain these structures under continuous review to ensure that they
meet the changing demands of the business and to strengthen the checks and balances necessary for
better corporate governance.



Mariner Finance p.l.c

Corporate governance statement (continued)

Non-compliance with the code (continued)

Principle 6: Information and professional judgement

Under the present circumstances, full adherence by the Issuer with the provisions of Principle 6 of the
Code is not deemed necessary taking into account the size, nature and operations of the Issuer. The
Issuer does not feel the need to establish and/or implement a succession plan for senior management
in light of its existing organisational structure. The Directors will maintain the existing arrangement
under continuous review to ensure that it meets the changing demands of the business and to
strengthen the checks and balances necessary for better corporate governance.

Principle 8: Committees

Under the present circumstances, the Board does not consider it necessary to appoint a remuneration
committee and nomination committee as decisions on these matters are taken at shareholder level.
The lIssuer considers that the members of the Board provide the level of skill, knowledge and
experience expected in terms of the Code. Furthermore, the company does not have any employees
other than directors and company secretary.

Principle 11: Conflict of interest

Under present structure, the majority of Directors of the Issuer are Directors of its parent company
Mariner Capital Ltd and ultimate beneficial shareholders of the Group, and as such are susceptible to
conflicts arising between the potentially diverging interests of said shareholders and the Group as well
as conflicts of interest which may arise in relation to transactions involving the Issuer and Mariner
Capital Ltd. Kevin Saliba, a director and company secretary, is also the Chief Financial Officer of
Mariner Capital Ltd. The audit committee of the Issuer has the task of ensuring that any potential
conflicts of interest that may arise at any moment, pursuant to these different roles held by Directors,
are handled in the best interest of the Issuer and according to law. To the extent known or potentially
known to the Issuer, there are no potential conflicts of interest between any duties of the Directors and
their private interests and/or their other duties which require disclosure in terms of the Regulation.

Approved by the board of directors and signed on its behalf on 28 April 2020 by:

’_._/“ --\. 4

Kev:in Saliba Lawrence Zammit
Director Director

R
> — ___,/' e = /
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Mariner Finance p.l.c

Statement of profit or loss and other comprehensive income
Year ended 31 December 2019

Group Holding company
Notes 2019 2018 2019 2018
€ € € €
Revenue 6 16,614,321 16,474,614 - B
Cost of sales (7,695,222) (7,851,246) - -
Gross profit 8,919,099 8,623,368 - -
Administrative expenses (2,367,440) (2,136,747} (185,779) (146,555)
Other operating income 7 588,287 556,118 243,297 -
Other operating expenses (134,804) - (69,373) -
Operating profit/(loss) 7,005,142 7,042,739 (11,855) (146,555)
Investment income 8 348,451 430,669 2,055,171 2,087,373
Finance costs 9 (2,133,400) (1,975,464) (1,855,000) (1,839,526)
Profit before tax 10 5,220,193 5,497,944 188,316 101,292
Income tax expense 13 (316,203) (20,541) (14,951) (17,273)
Profit for the year attributable to
the owners of the holding
company 4,903,990 5,477,403 173,365 84,019
Other comprehensive income
Items that will not be reclassified
subsequently to profit or loss
Gain on revaluation of land and
buildings 15 6,017,384 - - -
Total comprehensive income for
the year attributable to the owners
of the holding company 10,921,374 5,477,403 173,365 84,019

11



Mariner Finance p.l.c

Statement of financial position
31 December 2019

ASSETS AND LIABILITIES
Non-current assets

Goodwill

Intangible asset

Property, plant and equipment
Investment property
Right-of-use assets
Investment in subsidiaries
Loans receivable

Current assets

Inventories

Trade and other receivables
Current tax asset

Cash and cash equivalents

Total assets

Current liabilities

Trade and other payables
Other financial liabilities
Lease liability

Bank loans and overdraft
Current tax liability

Non-current liabilities
Other financial liabilities
Debt securities in issue
Lease liability

Bank loans

Deferred tax liability

Total liabilities

Net assets

Notes

20
21

30

22
24
25
23

24
27
25
23
26

Group Holding Company
2019 2018 2019 2018

€ € € €
13,184,904 13,184,904 . .
613,956 679,480 - -
48,737,317 37,101,089 1,352 -
5,115,000 5,115,000 5,115,000 -
2,538,402 - = -

- - 26,898,805 2,800
20,583,087 22,464,271 51,117,553 47,046,930
90,772,665 78,544,744 83,132,710 47,049,730

465,255 380,926 - -
3,396,813 3,134,979 590,045 530,954
59,914 - - -
615,296 1,162,841 531,524 438,682
4,537,278 4,678,746 1,121,569 969,636
95,309,943 83,223,490 84,254,279 48,019,366
2,340,153 2,899,368 1,032,074 989,797
- 57,381 = :
49,074 . - -
6,323,335 309,270 - -
- 179,137 14,959 17,282
8,712,562 3,445,156 1,047,033 1,007,079
42,843 53,923 15,846 -
34,648,036 34,583,213 34,648,036 34,583,213
2,534,907 . - -
2,040,890 962,826 - -
230,958 - @ .
39,497,634 35,599,962 34,663,882 34,583,213
48,210,196 39,045,118 35,710,915 35,590,292
47,099,747 44,178,372 48,543,364 12,429,074

12



Mariner Finance p.l.c

Statement of financial position

31 December 2019

EQUITY

Equity attributable to the owners

of the holding company
Share capital

Other equity

Other reserves
Revaluation reserves
Retained earnings

Total equity

Notes

28
29
29
29

Group Holding Company
2019 2018 2019 2018
€ € € €
500,000 500,000 500,000 500,000
10,000,000 10,000,000 10,000,000 10,000,000
(1,898,805) (1,898,805) (936,323) -
9,368,400 3,351,015 - -
29,130,152 32,226,162 38,979,687 1,929,074
47,099,747 44,178,372 48,543,364 12,429,074

These financial statements were approved by the board of directors, authorised for issue on the 28 April 2020 and

signed on its behalf by:

-
]

( ’ ,_ " A
L A

Kévin Saliba
Director

v

Lawrence Zammit
Director

13
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Mariner Finance p.l.c

Statement of changes in equity - Holding company

Year ended 31 December 2019

Share Other Other Retained
capital equity reserve earnings Total
€ € € € €

Balance as at
1 January 2018 500,000 10,000,000 - 1,845,056 12,345,056
Profit for the year, total
comprehensive income for
the year - - - 84,019 84,019
Balance as at
1 January 2019 500,000 10,000,000 - 1,929,074 12,429,074
Profit for the year, total
comprehensive income for
the year - - - 173,365 173,365
Reserves taken over upon merger
(Note 35) - - (936,323) 44 877,248 43,940,925
Dividend paid (Note 14) - - - (8,000,000) (8,000,000}
Balance as at
31 December 2019 500,000 10,000,000 (936,323) 38,979,687 48,543,364

15



Mariner Finance p.l.c

Statement of cash flows

Year ended 31 December 2019

Cash flow from operating activities
Profit before tax
Adjustments for:

Depreciation of property, plant and equipment

Depreciation of right-of-use assets
Amortisation

Investment income

Amortisation of bond expenses

Interest expense

Interest expense on lease liability
Investment income

Loss on disposal of property, plant

and equipment

Operating profit/(loss) before working
capital movements

Movement in trade and other receivables
Movement in trade and other payables
Movement in inventories

Cash flow from / (used in) operations
Interest received

Income tax paid

Interest paid

Net cash flow from operating activities

Cash flow from investing activities
Purchase of property plant and equipment
Purchase of intangible assets

Loans advanced to parent company
Loans advanced from parent company
Loans advance to related party
Liquidation proceeds from investments
Loan repayment from related parties
Other loan repayments

Loan advances to subsidiaries
Repayments from subsidiaries

Net cash flows used in investing activities

Group Holding Company
2019 2018 2019 2018
€ € € €
5,220,193 5,497,944 188,316 101,292
1,419,878 1,415,738 150 -
93,153 - 4 <
66,024 65,762 - -
(348,451) (341,056) (2,055,170) (2,086,499)
64,823 61,415 64,823 61,415
2,017,910 1,975,464 1,855,000 1,855,000
115,490 = - -

- (874) - (874)
27,637 11,661 - -
8,676,658 8,686,054 53,119 (69,666)
(305,583) (350,737) (4,040) 43,513

(740,837) 1,039,770 (18,338) (5,184)
(84,328) (9,616) - -
7,545,910 9,365,471 30,741 (31,337)

280,114 341,056 2,055,170 2,086,499
(90,847) (228,328) (17,274) (33,206)
(2,134,897) (2,013,980) (1,855,000) (1,855,000)
5,600,281 7,464,219 213,637 166,956
(7,072,565) (3,891,804) - -
(500) (34,735) - -
(4,459,438) (6,275,815) (1,905,342) (3,868,218)
68,293 68,293 -
(1,727,671) - -
- 874 . 874
- 500,000 . 500,000
- 3,333 . -
4 . 1,431,000 3,255,690
(13,191,880) (9,698,148) (406,049) (111,654)

16



Mariner Finance p.l.c

Statement of cash flows

Year ended 31 December 2019

Cash flow from financing activities
Lease liability paid

Repayment of bank loans

Drawdown of bank loans

Net cash flow from/(used in) financing activities

Net movements in cash and cash
equivalents

Cash and cash equivalents at the
beginning of the year

Cash taken over on merger (note 35)

Cash and cash equivalents at the
end of the year (note 30)

Group Holding Company
2019 2018 2019 2018
€ € € €

(47,574) - -

(306,937) (304,603) - -

7,398,565 - -

7,044,054 (304,603) -
(547,544) (2,538,532) (192,412) 55,302
1,162,841 3,701,373 438,683 383,381

- - 285,254 ~
615,296 1,162,841 531,524 438,683

17



Mariner Finance p.l.c

Notes to the financial statements
31 December 2019

1

Company information and basis of preparation

Mariner Finance p.l.c is a public limited company incorporated in Malta with registration number
C31514 and has its registered address at 37, Censu Tabone Street, St. Julians, Malta.

The company acts as an investment and holding company, whilst the Group is engaged in the
investment, development and operation of sea terminals, namely in Riga, Latvia as well as
property development. As disclosed in note 27, it has issued bonds which are listed on the Malta
Stock Exchange. As a result of the merger with Mariner Baltic Holdings SIA, during the year
under review the company took over investment property in Riga, Latvia.

The financial statements have been prepared under the historical cost basis, except for,
derivative financial instruments and investment property which are stated at their fair value, and
land and buildings which are stated at their revalued amounts, and in accordance with
International Financial Reporting Standards as adopted by the EU. The significant accounting
policies are set out below.

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.

For financial reporting purposes, fair value measurements are categorised into Level 1, 2 or 3
based on the degree to which the inputs to the fair value measurements are observable and the
significance of the inputs to the fair value measurement in its entirety, which are described as
follows:

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities
that the entity can access at the measurement date;

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; and

Level 3 inputs are unobservable inputs for the asset or liability.

For assets and liabilities that are recognised in the financial statements at fair value on a
recurring basis, the Company determines when transfers are deemed to have occurred between
Levels in the hierarchy at the end of each reporting period.

Acquisition of entities and businesses under common control

During the financial year ended 31 December 2013, Mariner Capital Limited became the direct
parent entity of Mariner Finance p.l.c., and acquired and became the ultimate parent of SIA
Baltic Container Terminal and SIA Equinor Riga through its direct subsidiary, SIA Mariner
Finance Baltic. Mariner Finance p.l.c. was not the parent of any entity of the Mariner Capital
Limited Group as at 31 December 2013.

During the first two quarters of 2014 the Mariner Capital Limited group entered into various
linked transactions (“the restructuring transactions”). As a result of the restructuring
transactions, Mariner Finance p.l.c. became the direct parent of SIA Mariner Baltic Holdings. As
part of the restructuring transactions SIA Mariner Baltic Holdings became the direct parent of
SIA Mariner Finance Baltic (and the indirect parent of SIA Baltic Container Terminal) and SIA
Equinor Riga.
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Mariner Finance p.l.c

Notes to the financial statements
31 December 2019

1 Company information and basis of preparation (continued)

Acquisition of entities and businesses under common control (continued)

The restructuring transactions resulted in Mariner Finance p.l.c. gaining control during 2014 of
its direct subsidiary entity SIA Mariner Baltic Holdings and its indirect subsidiary entities SIA
Mariner Finance Baltic, SIA Baltic Container Terminal and SIA Equinor Riga (‘the
subsidiaries”). During the current financial year, Mariner Finance p.l.c acquired its wholly
owned subsidiary Mariner Baltic Holdings SIA.

The acquisition of these subsidiaries by Mariner Finance p.l.c. fell outside the scope of
International Financial Reporting Standard 3 — Business Combinations (‘IFRS 3”) because the
transaction merely represented a group reorganisation and because in terms of paragraph
2(c) of IFRS 3, the acquisition of these entities by Mariner Finance p.l.c. was treated as a
combination of businesses under common control in which all the combining entities are
ultimately controlled by the same party, Mariner Capital Limited, both before and after the
business combination and that control was not transitory.

In accordance with ‘International Accounting Standard 8 — Accounting Policies, Changes in
Accounting Estimates and Errors’ (“IAS 8), in the absence of an IFRS that specifically applies
to a transaction, other event or condition, management should use its judgment in developing
and applying an accounting policy that is relevant to the decision making needs of the users
and is reliable. In relation to this specific transaction, the use of predecessor accounting by
Mariner Finance p.l.c. was considered to be a generally accepted accounting approach to
account for the acquisition of the entities under common control.

The acquisition of the subsidiaries acquired from the direct parent by Mariner Finance p.l.c.
has been accounted for under the principles of predecessor accounting as from the date these
subsidiaries were acquired by its parent, Mariner Capital Limited on 1 January 2013. In terms
of predecessor accounting, an acquirer is not required to be identified. The Company has
incorporated the acquired entities at their previous carrying amounts of assets (including
goodwill) and liabilities included in the consolidated financial statements of its parent, Mariner
Capital Limited.

This accounting treatment gave rise to differences on acquisition between the consideration
given in exchange for the acquired entities and the amounts at which the assets and liabilities
of the acquired entities are initially recognised; any such differences were included within
equity unless they represent amounts payable in the subsequent period, in which case, these
were included within liabilities.

The acquisition of Mariner Baltic Holdings SIA during the current year has also been
accounted for in the separate financial statements under the principles of predecessor
accounting by incorporating the underlying items at their previous carrying amounts. The
difference between the cost of investment and the assets and liabilities acquired were included
within equity.



Mariner Finance p.l.c

Notes to the financial statements
31 December 2019

2

Significant accounting policies

Basis of consolidation

The consolidated financial statements incorporate the financial statements of Mariner
Finance p.l.c. (or the “Company’) and subsidiary entities controlled by the Company.
Control exists when the Company has power over the investee, is exposed or has rights to
variable returns from its involvement with the investee and has the ability to use its power
over the investee to affect the amount of its returns. In assessing control, potential voting
rights that give the Company the current ability to direct the investee’s relevant activities are
taken into account.

Acquisition of subsidiaries

The acquisition of subsidiaries is accounted for by applying the acquisition method. The
consideration is measured at the aggregate of the fair values, at the date of exchange, of
assets given, liabilities incurred or assumed, and equity instruments issued by the acquirer
in exchange for control of the acquiree. Acquisition-related costs are generally recognised
in profit or loss as incurred, except for costs to issue debt or equity securities. The
acquiree’s identifiable assets and liabilities that meet the conditions for recognition are
recognised at their fair values at the acquisition date, except as specifically required by
other EU-IFRSs. A contingent liability assumed in a business combination is recognised at
the acquisition date if there is a present obligation that arises from past events and its fair
value can be measured reliably.

Non-controlling interests in the acquiree that are present ownership interests and entitle
their holders to a proportionate share of the entity’'s net assets in the event of liquidation
may be initially measured either at the present ownership instruments’ proportionate share
in the recognised amounts of the acquiree’s identifiable net assets or at fair value. The
choice of measurement basis is made on an acquisition-by-acquisition basis. All other
components of non-controlling interests shall be measured at their acquisition-date fair
values, unless another measurement basis is required. After initial recognition, non-
controlling interests in the net assets consist of the amount of those interests at the date of
the original business combination and the non-controlling interests’ share of changes in
equity since the date of the combination. Non-controlling interests in the net assets of
consolidated subsidiaries are presented separately from the holding company’s owners'
equity therein. Non-controlling interests in the profit or loss and other comprehensive
income of consolidated subsidiaries are also disclosed separately. Total comprehensive
income is attributed to non-controlling interests even if this results in the non-controlling
interests having a deficit balance.

The financial statements of subsidiaries are included in the consolidated financial
statements from the date that control commences until the date control ceases.
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Mariner Finance p.l.c

Notes to the financial statements
31 December 2019

2 Significant accounting policies (continued)

Basis of consolidation (continued)

Where necessary, in preparing these consolidated financial statements, appropriate
adjustments are made to the financial statements of subsidiaries to bring their accounting
policies in line with those used by group entities. Intra-group balances, transactions, income and
expenses are eliminated on consolidation.

Goodwill is measured as the excess of:
(a) the aggreate of:
(i) the consideration transferred;
(i)  the amount of any non-controliing interests in the acquiree;
(i) in a business combination achieved in stages, the acquisition-date fair value of the
acquirer's previously held equity interest in the acquiree; and
(b) the net of the acquisition-date amounts of the identifiable assets acquired and the liabilities
assumed.

The goodwill is initially recognised as an asset at cost and is subsequently measured at cost
less any accumulated impairment losses. Any gain on a bargain purchase, after reassessment,
is recognised immediately in profit and loss.

On disposal of a subsidiary, the attributable amount of goodwill is included in the determination
of the profit or loss on disposal.

Business combinations achieved in stages

Where a business combination is achieved in stages, the Group’s previously held interests in
the acquired entity are re measured to fair value at the acquisition date and the resulting gain or
loss, if any, is recognised in profit or loss. Amounts previously recognised in other
comprehensive income in relation to the acquiree are accounted for (that is, reclassified to profit
or loss or transferred directly to retained earnings) in the same manner as would be required if
the interests were disposed of.

Property, plant and equipment

Property, plant and equipment are classified into the following classes — land and buildings,
plant and equipment, furniture, fittings and equipment, and fixed assets under construction.

Property, plant and equipment are initially measured at cost. Subsequent costs are included in
the asset’s carrying amount when it is probable that future economic benefits associated with
the item will flow to the group and the cost of the item can be measured reliably. Expenditure on
repairs and maintenance of property, plant and equipment is recognised as an expense when
incurred.



Mariner Finance p.l.c

Notes to the financial statements
31 December 2019

2 Significant accounting policies (continued)

Property, plant and equipment (continued)

Land and buildings held for use in the production or supply of goods or services, or for
administrative purposes are stated in the statement of financial position at their revalued
amounts, being the fair value at the date of the revaluation less any subsequent
accumulated depreciation and any accumulated impairment losses.

Revaluations are made for the entire class of land and buildings and with sufficient
regularity such that the carrying amount does not differ materially from that which would be
determined using fair values at the end of the reporting period. Any accumulated
depreciation at the date of the revaluation is eliminated against the gross carrying amount
of the asset and the net amount is restated to the revalued amount of the asset.

Any revaluation increase arising on the revaluation is recognised in other comprehensive
income and accumulated in equity under the heading of revaluation surplus unless it
reverses a revaluation decrease for the same asset previously recognised in profit or loss,
in which case the increase is credited to profit or loss to the extent of the decrease
previously charged. A decrease in carrying amount arising on the revaluation is recognised
in profit or loss to the extent that it exceeds the balance, if any, held in the revaluation
surplus relating to a previous revaluation of that asset. Every year, the difference between
depreciation based on the revalued carrying amount of the asset and depreciation based
on the asset’s original cost is transferred from the revaluation surplus to retained earnings.
When the asset is derecognised, the attributable revaluation remaining in the revaluation
surplus is transferred to retained earnings.

Other tangible assets are stated at cost less any accumulated depreciation and any
accumulated impairment losses.

Property, plant and equipment are derecognised on disposal or when no future economic
benefits are expected from their use or disposal. Gains or losses arising from derecognition
represent the difference between the net disposal proceeds, if any, and the carrying
amount, and are included in profit or loss in the period of derecognition.

With effect from 1 January 2019, property, plant and equipment also include right-of-use
assets in terms of IFRS 16. The accounting policy for right-of-use assets is included below
in the Section entitled ‘Leases’.

Properties in the course of construction

Properties in the course of construction for production, supply or administrative purposes,
are carried at cost, less any identified impairment loss. Cost includes, for qualifying assets,
borrowing costs capitalised in accordance with the group’s accounting policy on borrowing
costs. Depreciation of these assets, on the same basis as other property assets,
commences when the assets are available for use.



Mariner Finance p.l.c

Notes to the financial statements
31 December 2019

2 Significant accounting policies (continued)

Investment property

Investment property is property held to earn rentals or for capital appreciation or both. Investment
property is recognised as an asset when it is probable that the future economic benefits that are
associated with the investment property will flow to the entity and the cost can be measured
reliably. Investment property is initially measured at cost, including transaction costs. Subsequent
to initial recognition investment property is stated at fair value at the end of the reporting period.
Gains or losses arising from changes in the fair value of investment property are recognised in
profit or loss in the period in which they arise.

Investment property is derecognised on disposal or when it is permanently withdrawn from use and
no future economic benefits are expected from its disposal. Gains or losses on derecognition
represent the difference between the net disposal proceeds, if any, and the carrying amount and
are recognised in profit or loss in the period of derecognition.

Depreciation

Depreciation commences when the depreciable assets are available for use and is charged to
profit or loss so as to write off the cost/revalued amount, less any estimated residual value, over
their estimated useful lives, using the straight-line method, on the following bases:

Land and buildings - 0.8% - 5% per annum
Plant and equipment - 4% - 33.33% per annum
Furniture, fittings and equipment - 10% - 33.33% per annum
Fixed assets under construction - 0% per annum

The depreciation method applied, the residual value and the useful life are reviewed, and adjusted
if appropriate, at the end of each reporting period.

With effect from 1 January 2019, right-of-use assets are depreciated over the shorter period of the
lease term and the useful life of the underlying asset. If a lease transfers ownership of the
underlying asset or the cost of the right-of-use asset reflects that the company expects to exercise
a purchase option, the related right-of-use asset is depreciated over the useful life of the underlying
asset. The depreciation starts at the commencement date of the lease.

Intangible assets

An intangible asset is recognised if it is probable that the expected future economic benefits that
are attributable to the asset will flow to the group’s entities and the cost of the asset can be
measured reliably.

Intangible assets are initially measured at cost, being the fair value at the acquisition date for
intangible assets acquired in a business combination. Expenditure on an intangible asset is
recognised as an expense in the period when it is incurred unless it forms part of the cost of the
asset that meets the recognition criteria or the item is acquired in a business acquisition and
cannot be recognised as an intangible asset, in which case it forms part of goodwill at the
acquisition date.
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Notes to the financial statements
31 December 2019

2

Significant accounting policies (continued)

Intangible assets (continued)

The useful life of intangible assets is assessed to determine whether it is finite or indefinite.
Intangible assets with a finite useful life are amortised. Amortisation is charged to profit or loss so
as to write off the cost of intangible assets less any estimated residual value, over their estimated
useful lives. The amortisation method applied, the residual value and the useful life are reviewed,
and adjusted if appropriate, at the end of each reporting period.

Intangible assets are derecognised on disposal or when no future economic benefits are expected
from their use or disposal. Gains or losses arising from derecognition represent the difference
between the net disposal proceeds, if any, and the carrying amount, and are included in profit or
loss in the period of derecognition.

(i) Computer Software

In determining the classification of an asset that incorporates both intangible and tangible
elements, judgement is used in assessing which element is more significant. Computer
software which is an integral part of the related hardware is classified as property, plant and
equipment and accounted for in accordance with the company's accounting policy on
property, plant and equipment. Where the software is not an integral part of the related
hardware, this is classified as an intangible asset and carried at cost less any accumulated
amortisation and any accumulated impairment losses. Computer software classified as an
intangible asset is amortised on a straight-line basis. Amortisation is calculated based on
the annual rates ranging from 5% to 33.33%.

Investments in subsidiaries

A subsidiary is an entity that is controlled by the company. Investments in subsidiaries are
accounted for on the basis of the direct equity interest and are stated at cost less any accumulated
impairment losses. Dividends from the investment are recognised in profit or loss.

Other financial instruments

Financial assets and financial liabilities are recognised when the company becomes a party to the
contractual provisions of the instrument. Financial assets and financial liabilities are initially
recognised at their fair value plus directly attributable transaction costs for all financial assets or
financial liabilities not classified at fair value through profit or loss.

Financial assets and financial liabilities are offset and the net amount presented in the statement
of financial position when the company has a legally enforceable right to set off the recognised
amounts and intends either to settle on a net basis or to realise the asset and settle the liability
simultaneously.

Financial assets are derecognised when the contractual rights to the cash flows from the financial

assets expire or when the entity transfers the financial asset and the transfer qualifies for
derecognition.
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2

Significant accounting policies (continued)
Other financial instruments (continued)

Financial liabilities are derecognised when they are extinguished. This occurs when the obligation
specified in the contract is discharged, cancelled or expires.

An equity instrument is any contract that evidences a residual interest in the assets of the company
after deducting all of its liabilities. Equity instruments are recorded at the proceeds received, net of
direct issue costs.

Financial assets
Classification and measurement

Financial assets are classified as measured at either amortised cost or fair value based on the
business model for managing the assets and the asset's contractual terms. The Group and the
Company do not have any financial assets classified as fair value through other comprehensive
income (managed under a hold to collect and sell business model).

Financial assets at amortised cost

The following financial assets are classified in this category - loans receivable, trade receivables and
cash at bank.

Financial assets are classified as measured at amortised cost if they are held within a business
model with the objective to hold the financial assets in order to collect contractual cash flows and if
the contractual terms of the financial asset give rise to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

Financial assets at amortised cost are initially recognised at fair value plus transaction costs that are
directly attributable to the issue or acquisition of financial assets and subsequently measured at
amortised cost.

The effective interest method is a method of calculating the amortised cost of a financial asset and
of allocating interest income over the relevant period.

The effective interest rate is the rate that exactly discounts estimated future cash receipts/payments
excluding ECLs through the expected life of the financial asset/financial liability, or, where
appropriate, a shorter period to the gross carrying amount on initial recognition.

Appropriate allowances for expected credit losses (ECLs) are recognised in profit or loss in
accordance with the accounting policy on ECLs.
Trade receivables which do not have a significant financing component are initially measured at their

transaction price and are subsequently stated at their nominal value less any loss allowance for
ECLs.
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2 Significant accounting policies (continued)
Financial liabilities and equity

Bank borrowings

Subsequent to initial recognition, interest-bearing bank loans are measured at amortised cost using
the effective interest method. Bank loans are carried at face value due to their market rate of
interest.

Subsequent to initial recognition, interest-bearing bank overdrafts are carried at face value in view of
their short-term maturities.

Trade and other payables

Trade and other payables are classified with current liabilities and are stated at their nominal value
unless the effect of discounting is material, in which case trade payables are measured at amortised
cost using the effective interest method.

Other borrowings

Subsequent to initial recognition, other borrowings are measured at amortised cost using the
effective interest method unless the effect of discounting is immaterial.

Shares issued by the company

Ordinary shares issued by the company are classified as equity instruments,

Derivative financial investments

Derivative financial assets and derivative financial liabilities are classified as held for trading unless
they are designated and effective hedging instruments. During the year under review and during the
prior year, the company did not designate any of its derivative financial instruments in a hedging
relationship for accounting purposes. After initial recognition, derivative financial instruments are
measured at their fair value. Gains and losses arising from a change in fair value are recognised in
profit or loss in the period in which they arise. The fair value of interest rate swaps at the end of the
reporting period is determined by discounting the future cash flows using the relevant interest rates
at end of the reporting period.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is calculated using the
weighted average method and comprises expenditure incurred in acquiring the inventories and other
costs incurred in bringing the inventories to their present location and condition. The cost of finished
goods and work in progress comprises direct materials and, where applicable, direct labour costs
and an appropriate proportion of production overheads based on the normal level of activity. Net
realisable value represents the estimated selling price in the ordinary course of business less the
estimated costs of completion and the costs to be incurred in marketing, selling and distribution.

26



Mariner Finance p.l.c

Notes to the financial statements
31 December 2019

2 Significant accounting policies (continued)

Other financial instruments (continued)
Financial liabilities and equity (continued)
Impairment of non-financial assets and investments in subsidiaries

All assets are tested for impairment to the extent applicable. At the end of each reporting period,
the carrying amount of assets is reviewed to determine whether there is any indication or
objective evidence of impairment, as appropriate, and if any such indication or objective evidence
exists, the recoverable amount of the asset is estimated.

Intangible assets with an indefinite useful life and intangible assets that are not yet available for
use are tested for impairment annually, irrespective of whether an indication of impairment
exists.

An impairment loss is the amount by which the carrying amount of an asset exceeds its
recoverable amount.

In the case of other assets tested for impairment, the recoverable amount is the higher of fair
value less costs of disposal (which 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)
and value in use (which is the present value of the future cash flows expected to be derived,
discounted using the pre-tax discount rate that reflects current market assessment of the time
value of money and the risks specific to the asset). Where the recoverable amount is less than
the carrying amount, the carrying amount of the asset is reduced to its recoverable amount, as
calculated.

Goodwill arising on the acquisition of subsidiaries is tested for impairment annually and
whenever there is an indication of impairment.

Goodwill is allocated to each of the company's cash-generating units expected to benefit from
the synergies of the combination. Where the recoverable amount of the cash-generating unit is
less than the carrying amount, an impairment loss is recognised. The impairment loss is
allocated first to reduce the carrying amount of any goodwill allocated and then to the other
assets of the unit pro rata on the basis of the carrying amount of each asset in the unit. Where a
cash-generating unit to which goodwill has been allocated is disposed of, the goodwill associated
with the operation disposed of is included in the carrying amount of the operation when
determining the gain or loss on disposal.

Impairment losses are recognised immediately in profit or loss, unless the asset is carried at a
revalued amount, in which case, the impairment loss is recognised in other comprehensive
income to the extent that the impairment loss does not exceed the amount in the revaluation
surplus for that asset.

In the case of other assets tested for impairment, an impairment loss recognised in a prior year
is reversed if there has been a change in the estimates used to determine the asset's
recoverable amount since the last impairment loss was recognised.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased
to the revised estimate of its recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been determined had no impairment loss
been recognised for the asset in prior years.
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2 Significant accounting policies (continued)

Impairment of non-financial assets and investments in subsidiaries (continued)

Where an impairment loss for a cash-generating unit subsequently reverses, the impairment loss
is allocated to the assets of the unit, except for goodwill, pro rata with the carrying amounts of
those assets. An impairment loss recognised for goodwill is not reversed in a subsequent period.

Impairment reversals are recognised immediately in profit or loss, unless the asset is carried at a
revalued amount in which case, the impairment reversal is recognised in other comprehensive
income and increases the revaluation surplus for that asset, unless an impairment loss on the
same asset was previously recognised in profit or loss.

For a cash-generating unit, the carrying amount is not increased above the lower of its
recoverable amount (if determinable) and the carrying amount that would have been determined
(net of amortisation or depreciation) had no impairment loss been recognised for the asset in
prior years. The amount of the reversal of the impairment loss that would otherwise have been
allocated to the asset is allocated pro rata to the other assets of the unit, except for goodwiill.

Impairment of financial assets other than investments in subsidiaries
ECLs

The Group and the Company recognise a loss allowance for ECLs.

The amount of ECLs is updated at each reporting date to reflect changes in credit risk since the
initial recognition.

For trade receivables that do not contain a significant financing component (or for which the IFRS
15 practical expedient for contracts that are one year or less is applied), the Group and the
Company apply the simplified approach and recognises lifetime ECL.

Where a collective basis is applied, the ECLs on these financial assets are estimated using a
provision matrix based on historical credit loss experience based on the past due status of the
debtors, adjusted for factors that are specific to the debtors, general economic conditions of the
industry in which the debtors operate and an assessment of both the current as well as the
forecast direction of conditions at the reporting date.

For all other financial instruments, the Group and the Company use the general approach and
recognises lifetime ECL when there has been a significant increase in credit risk since initial
recognition. If, on the other hand, the credit risk on the financial instrument has not increased
significantly since initial recognition, the Group and the Company measure the loss allowance for
that financial instrument at an amount equal to 12-month ECL ('12m ECL'). The assessment of
whether lifetime ECL should be recognised is based on significant increases in the likelihood or
risk of a default occurring since initial recognition instead of on evidence of a financial asset being
credit-impaired at the reporting date or an actual default occurring.

Lifetime ECL represents the ECLs that will result from all possible default events over the
expected life of a financial instrument. In contrast, 12m ECL represents the portion of lifetime
ECL that is expected to result from default events on a financial instrument that are possible
within 12 months after the reporting date.
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Significant accounting policies (continued)
Impairment of financial assets other than investments in subsidiaries (continued)
ECLs (continued)

The Group and the Company recognise an impairment gain or loss in profit or loss for all
financial assets with a corresponding adjustment to their carrying, except for investments in
debt instruments that are measured at FVTOCI.

Significant increase in credit risk

In assessing whether the credit risk on a financial instrument has increased significantly since
initial recognition, the Group and the Company compare the risk of a default occurring on the
financial instrument as at the reporting date with the risk of a default occurring on the financial
instrument as at the date of initial recognition. In making this assessment, the Group and the
Company consider both quantitative and qualitative information that is reasonable and
supportable, including historical experience and forward-looking information that is available
without undue cost or effort and, where applicable, the financial position of the counterparties.

Forward-looking information considered includes the future prospects of the industries in
which the debtors operate, obtained from economic expert reports, as well as consideration of
various external sources of actual and forecast economic information that relate to the core
operations.

Irrespective of the outcome of the above assessment, the Group and the Company presume
that the credit risk on a financial asset has increased significantly since initial recognition when
contractual payments are more than 30 days past due, unless the Company has reasonable
and supportable information, that is available without undue cost or effort, that demonstrates
otherwise.

Despite the above assessment, the Group and the Company assume that the credit risk on a
financial instrument has not increased significantly since initial recognition if the financial
instrument is determined to have low credit risk at the reporting date. Accordingly, for these
financial assets, the loss allowance is measured at an amount equal to 12m ECL. The low
credit risk assumption has been applied for the majority of the bank balances.

For financial guarantee contracts, the Group considers the changes in the risk that the
specified debtor will default on the contract.

If not measured as a financial liability at FVTPL and if not arising from a transfer of a financial
asset, financial guarantee contracts issued by the Group are subsequently measured at the
higher of the following: (a) the amount of the loss allowance determined in accordance with
IFRS 9; and (b) the amount initially recognised less, where appropriate, cumulative amount of
income recognised in accordance with the revenue recognition policies. In the case of
financial guarantee contracts, the maximum exposure to credit risk is the maximum amount
the entity could have to pay if the guarantee is called on.

Definition of default

The Group and the Company consider the following as constituting an event of default for
internal credit risk management purposes as historical experience indicates that receivables
that meet either of the following criteria are generally not recoverable:
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2 Significant accounting policies (continued)

Definition of default (continued)

- when there is a breach of financial covenants by the counterparty; or

- information developed internally or obtained from external sources indicates that the debtor is unlikely
to pay its creditors, including the Company, in full (without taking into account any collateral held by the
Company).

Irrespective of the above analysis, the Group and the Company consider that default has occurred when
a financial asset is more than 90 days past due unless there is reasonable and supportable information
to demonstrate that a more lagging default criterion is more appropriate.

Credit-impaired financial assels

A financial asset is credit-impaired when one or more events that have a detrimental impact on the
estimated future cash flows of that financial asset have occurred.

Evidence that a financial asset is credit-impaired includes observable data about the following events:

a) significant financial difficulty of the issuer or the borrower;
b) a breach of contract, such as a default or past due event;

c) the lender(s) of the borrower, for economic or contractual reasons relating to the borrower’s financial
difficulty, having granted to the borrower a concession(s) that the lender(s) would not otherwise consider;

d) it is becoming probable that the borrower will enter bankruptcy or other financial reorganisation; or
e) the disappearance of an active market for that financial asset because of financial difficulties.

Write-off policy

The Company writes off a financial asset when there is information indicating that the counterparty is in
severe financial difficulty and there is no realistic prospect of recovery, for example when the
counterparty has been placed under liquidation or has entered into bankruptcy proceedings.

Measurement and recognition of ECLs

For financial assets, the credit loss is the difference between all contractual cash flows that are due in
accordance with the contract and all the cash flows that are expected to be received, discounted at the
original effective interest rate. ECLs represent the weighted average of credit losses with the respective
risks of a default occurring as the weights.

The assessment of the probability of default and loss given default is based on historical data adjusted
by forward-looking information, where applicable. Where applicable, the financial position of the
counterparties is also taken into consideration.

Where applicable, forward-looking information considered includes the future prospects of the industries
in which the debtors operate, obtained from economic expert reports as well as consideration of various
external sources of actual and forecast economic information that relate to the core operations.

For a financial guarantee contract, as the Group is required to make payments only in the event of a
default by the debtor in accordance with the terms of the instrument that is guaranteed, the expected
loss allowance is the expected payments to reimburse the holder for a credit loss that it incurs less any
amounts that the Group expects to receive from the holder, the debtor or any other party. For financial

guarantee contracts, the loss allowance is recognised as a provision. 30
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Collective basis

If evidence of a significant increase in credit risk at the individual instrument level is not yet
available, the Group and the Company perform the assessment of significant increases in
credit risk on a collective basis by considering information on, for example, a group or sub-
group of financial instruments.

Where the Company does not have reasonable and supportable information that is available
without undue cost or effort to measure lifetime ECL on an individual instrument basis, lifetime
ECL is measured on a collective basis.

In such instances, the financial instruments are grouped on the basis of shared credit risk
characteristics, such as behavioural patterns, payment discipline and debt recovery potential.

Revenue recognition

The Group recognises revenue from the following major sources:
- cargo handling
- storage of containers

Revenue is measured based on the consideration specified in a contract with a customer and
excludes amounts collected on behalf of third parties. The Group recognises revenue when
(or as) it satisfies a performance obligation by transferring control of a promised good or
service to the customer.

Cargo handling

This constitutes income from cargo handling, including loading, unloading and transportation
of cargo and similar services, such as mooring, provided at the terminal to the Group’s
customers, being mainly ship liners. The fees which are charged to customers for the services
provided by the Group are based on a number of underlying metrics, such as the weight of
containers, which are monitored by the Group through a detailed coding system and which
become known by the time the services are provided. The customers are generally billed after
the provision of such services and thus no contract liabilities are recognised by the Group in
this respect. Such services are recognised over time as the services are provided and given
the short duration of such services, no significant contract assets are recognised by the Group
at the reporting date. A receivable is recognised by the Group until the actual payment is made
by the respective customers. There is not considered to be a significant financing component
in such arrangements with customers as the period between the recognition of revenue and
the payment by the customer is less than one year.
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Revenue recognition (continued)
Storage of containers

This constitutes revenue generated through the provision of container storage facilities at the
terminal, which revenue falls within the scope of IFRS 15 as opposed to IAS 17. The
performance obligation is to provide storage facilities to the respective customers, including
ship liners, over the required duration. The transaction price is based on a fee structure which
is based on a fixed fee per day subject to certain free days which are generally not considered
to have a material effect on the allocation of the transaction price over the duration of the
contract. The customers are billed monthly in arrears and thus no contract liabilities or contract
assets are recognised by the Group in this respect. Such services are recognised over time. A
receivable is recognised until the actual payment is made by the respective customers. There
is not considered to be a significant financing component in such arrangements with
customers as the period between the recognition of revenue and the payment by the customer
is less than one year.

Interest income

Interest income is accrued on a time basis, by reference to the principal outstanding and at the
effective interest rate applicable, which is the rate that exactly discounts the estimated future
cash receipts through the expected life of the financial asset. Interest income is recognised to
the extent that is probable that future economic benefits will flow to the Group and these can
be measured retiably.

Rent receivable
Rent is recognised as disclosed in the accounting policy on leases.
Dividend income

Dividend income is recognised when the shareholder’s right to receive payment is established.
Dividend income is recognised to the extent that it is probable that future economic benefits
will flow to the Group and these can be measured reliably.

Borrowings costs
Borrowing costs include the costs incurred in obtaining external financing.

Borrowing costs directly attributable to the acquisition, construction or production of qualifying
assets, which are assets that necessarily take a substantial period of time to get ready for their
intended use or sale, are capitalised from the time that expenditure for these assets and
borrowing costs are being incurred and activities that are necessary to prepare these assets
for their intended use or sale are in progress. Borrowing costs are capitalised until such time
as the assets are substantially ready for their intended use or sale. Borrowing costs are
suspended during extended period in which active development is interrupted. All other
borrowing costs are recognised as an expense in profit or loss in the period in which they are
incurred.
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Leases
In the comparative year, the significant accounting policies for leases are as follows:

Comparative year

Leases are classified as finance leases whenever the terms of the lease transfer substantially all
the risks and rewards of ownership to the lessee. All other leases are classified as operating
leases. Lease classification is made at the inception of the lease, which is the earlier of the date
of the lease agreement and the date of commitment by the parties to the principal provisions of
the lease.

Assets held under finance leases are recognised in statement of financial position as assets of
the group at their fair value at the inception of the lease or, if lower, at the present value of the
minimum lease payments and include initial direct costs.

Leased assets are presented in the statement of financial position according to their nature and
are tested for impairment in accordance with the company’s accounting policy on impairment.
Depreciable leased assets are depreciated in accordance with the company’s accounting policy
on property, plant and equipment or intangible assets. Rental income from operating leases, less
the aggregate cost of incentives given to the lessee, is recognised as income in profit or loss on
a straight-line basis over the lease term unless another systematic basis is more representative
of the time pattern in which use benefit derived from the leased asset is diminished. Initial direct
costs incurred in negotiating and arranging an operating lease are added to the carrying amount
of the leased asset and recognised as an expense in profit or loss on a straight-line basis over
the lease term.

Rentals payable under operating leases, less the aggregate benefit of incentives received from
the lessor, are recognised as an expense in profit or loss on a straight-line basis over the lease
term.

In the current year, the significant accounting policies for leases are as follows:

Current year

The company assesses whether the contract is, or contains, a lease at inception of a contract. A
contract is, or contains, a lease if the contract conveys the right to control the use of an identified
asset for a period of time in exchange for consideration.

The lease term is determined as the non-cancellable period of a lease, together with both:
(a) periods covered by an option to extend the lease if the lessee is reasonably certain to
exercise that option; and
(b) periods covered by an option to terminate the lease if the lessee is reasonably certain
not to exercise that option.
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Leases (continued)
Current year (continued)
The company as a lessee:

The Company recognises a right-of-use asset and a corresponding lease liability with respect to all
lease arrangements in which it is the lessee, unless otherwise stated below.

Where a right-of-use asset and a corresponding lease liability is recognised, the lease liability is
initially measured at the commencement date at the present value of the lease payments that are
not paid at that date, discounted by using the rate implicit in the lease. If this rate cannot be readily
determined, the Company uses its incremental borrowing rate.

Lease payments included in the measurement of the lease liability comprise:
(a) fixed lease payments (including in-substance fixed payments), less any lease
incentives receivable;
(b) variable lease payments that depend on an index or a rate, initially measured using the
index or rate at the commencement date;
(c) the amount expected to be payable by the lessee under residual value guarantees;

(d) the exercise price of purchase options, if the lessee is reasonably certain to exercise
the options; and

(e) payments of penalties for terminating the lease, if the lease term reflects the exercise
of an option to terminate the lease.

The lease liability is subsequently measured by increasing the carrying amount to reflect interest on
the lease liability (using the effective interest method) and by reducing the carrying amount to reflect
the lease payments made.

The Company remeasures the lease liability to reflect revised in-substance fixed lease payments or
whenever:
(a) there is a change in the lease term or a change in the assessment of a purchase
option being exercised, in which case the lease liability is remeasured by discounting the
revised lease payments using a revised discount rate; or

(b) there is a change in future lease payments resulting from a change in an index or a
rate or a change in the amounts expected to be payable under a residual value guarantee,
in which cases the lease liability is remeasured by discounting the revised lease payments
using an unchanged discount rate (unless the lease payments change is due to a change
in a floating interest rate, in which case a revised discount rate is used). For such
remeasurements, the amount is recognised as an adjustment to the right-of-use asset,
unless the carrying amount of the right-of-use asset is reduced to zero, in which case the
amount is recognised in profit or loss.

The carrying amount of the lease liability is also remeasured when a lease contract is modified and
the lease modification is not accounted for as a separate lease, in which case the lease liability is
remeasured based on the lease term of the modified lease by discounting the revised lease
payments using a revised discount rate at the effective date of the modification.

The right-of-use assets are initially measured at the commencement date at cost, being the amount
of the initial measurement of the corresponding lease liability, lease payments made at or before
the commencement day, less any lease incentives received and any initial direct costs.
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Current year (continued)

The right-of-use assets are initially measured at the commencement date at cost, being the amount
of the initial measurement of the corresponding lease liability, lease payments made at or before the
commencement day, less any lease incentives received and any initial direct costs.

The right-of-use assets are subsequently measured at cost less accumulated depreciation and
impairment losses.

Right-of-use assets are depreciated over the shorter period of the lease term and the useful life of
the underlying asset. If a lease transfers ownership of the underlying asset or the cost of the right-of-
use asset reflects that the Company expects to exercise a purchase option, the related right-of-use
asset is depreciated over the useful life of the underlying asset. The depreciation starts at the
commencement date of the lease. The Company applies the accounting policy entitled ‘Impairment
of other assets’ to determine and to measure the extent of any impairment losses on the right-of-use
assets.

Variable lease payments that do not depend on an index or rate are not included in the measurement
of the lease liability and the right-of-use asset. The related payments are recognised as an expense
in the period in which the event or condition that triggers those payments occurs and are included in
‘Other operating expenses'’ in profit or loss.

In the statement of financial position, right-of-use assets that do not meet the definition of investment
property are included separately from other assets. In the statement of financial position, right-of-use
assets that meet the definition of investment property are presented with investment property. In the
statement of financial position, lease liabilities are included separately from other liabilities.

In the statement of profit or loss and other comprehensive income, interest expense on the lease
liability is presented separately from the depreciation charge for the right-of-use asset. In the
statement of cash flows, cash payments for the principal portion of the lease liability are presented
within financing activities and cash payments for the interest portion of the lease liability are
presented within financing activities. Short-term lease payments, payments for leases of low value
assets and variable lease payments not included in the measurement of the lease liability are
included within operating activities.

For short-term leases (defined as leases with a lease term of 12 months or less) and leases of low
value assets, the Company applies the recognition exemption. For these leases, the Company
recognises the lease payments as an operating expense on a straight-line basis over the term of the
lease unless another systematic basis is more representative of the pattern of the lessee's benefit.

The company as a lessor:

Leases for which the Company is a lessor continue to be classified as finance or operating leases.
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the
risks and rewards incidental to ownership to the lessee. All other leases are classified as operating
leases. Lease classification is made at the inception of the lease, which is the earlier of the date of
the lease agreement and the date of commitment by the parties to the principal provisions of the
lease.

When the Company is an intermediate lessor, it accounts for the head lease and the sublease as two
separate contracts. The sublease is classified as a finance or operating lease by reference to the

right-of-use asset arising from the head lease.
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Significant accounting policies (continued)

Leases (continued)

Current year (continued)

Leased assets are presented in the statement of financial position according to their nature and
are tested for impairment in accordance with the company’s accounting policy on impairment.
Depreciable leased assets are depreciated in accordance with the company's accounting policy
on depreciation. Rental income from operating leases is recognised on a straight-line basis over
the term of the relevant lease unless another systematic basis is more representative of the
pattern in which benefit from the use of the underlying asset is diminished. Initial direct costs
incurred in obtaining an operating lease are added to the carrying amount of the leased asset.

Amounts due from lessees under a finance lease are presented in the statement of financial
position as receivables at the amount of the Company's net investment in the lease and include
initial direct costs. Finance lease income is allocated to accounting periods so as to reflect a
constant periodic rate of return on the Company's net investment in the finance lease.

When a contract includes lease and non-lease components, the Company applies IFRS 15 to
allocate the consideration under the contract to each component.

Taxation

Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset
is realised or the liability is settled, based on tax rates that have been enacted or substantively
enacted by the end of the reporting period.

Current tax assets and liabilities are offset when the company has a legally enforceable right to
set off the recognised amounts and intends either to settle on a net basis, or to realise the asset
and settle the liability simultaneously.

Deferred tax assets and liabilities are offset when the company has a legally enforceable right to
set off its current tax assets and liabilities and the deferred tax assets and liabilities relate to
income taxes levied by the same taxation authority on either the same taxable entity or different
taxable entities which intend either to settle current tax liabilities and assets on a net basis, or to
realise the assets and settle the liabilities simultaneously, in each future period in which
significant amounts of deferred tax liabilities or assets are expected to be settled or recovered.

Deferred tax liabilities are not recognised for taxable temporary differences arising on
investments in subsidiaries/associates/interests in joint arrangements where the company is able
to control the timing of the reversal of the temporary difference and it is probable that the
temporary difference will not reverse in the foreseeable future. Deferred tax assets are
recognised for deductible temporary differences arising on investments in
subsidiaries/associates/interests in joint arrangements where it is probable that taxable profit will
be available against which the temporary difference can be utilised and it is probable that the
temporary difference will reverse in the foreseeable future.

Corporate income tax expenses in relation to the subsidiaries incorporated in Latvia are included
in financial statement based on management calculations according to laws of Republic of
Latvia.
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Significant accounting policies (continued)

Taxation (continued)

Based on the new Corporate Income tax law of the Republic of Latvia announced in 2017,
starting from 1 January 2018 corporate income tax will be applicable to distributed profits and
several expenses that would be treated as profit distribution. In case of reinvestment of profit,
corporate income tax shall not be applied. The applicable corporate income tax rate has
increased from the 15% to 20%.

In accordance with International Accounting Standard No 12 “Income Taxes” requirements, in
cases where income tax is payable at a higher or lower rate, depending on whether the profit
is distributed, the current and deferred tax assets and liabilities are measured at the tax rate
applicable to undistributed profits. In Latvia the applicable rate for undistributed profits is 0%.

Transitional conditions provide that provisions which increased taxable income in the years fill
2018 will be possible use to reduce taxable income in following years for the amount of their
decrease. These provisions do not create deferred tax assets on 31 December 2017 and
following years due to the fact that in situation when different tax rates are applicable on
distributed and undistributed profit deferred tax has to be calculated using tax rate applicable
to undistributed profit, i.e. 0%.

Starting from year 2018 corporate income tax will be calculated at the profit distribution (20/80
from net amount to be paid to shareholders). Corporate income tax will be disclosed as tax
payable at the period when shareholders decide to distribute profit.

Current and deferred tax is recognised in profit or loss, except when it relates to items
recognised in other comprehensive income or directly to equity, in which case the current and
deferred tax is also dealt with in other comprehensive income or in equity, as appropriate.

Current tax is based on the taxable result for the period. The taxable result for the period
differs from the result as reported in profit or loss because it excludes items which are non-
assessable or disallowed and it further excludes items that are taxable or deductible in other
periods. It is calculated using tax rates that have been enacted or substantively enacted by the
end of the reporting period. Where income taxes are payable at a higher or lower rate, if part
or all of the net profit or retained earnings is paid out as a dividend to shareholders of the
entity then current and deferred tax assets and liabilities are measured at the tax rate
applicable to undistributed profits.

Deferred tax is accounted for using the balance sheet liability method in respect of temporary
differences arising from differences between the carrying amount of assets and liabilities in
the financial statements and the corresponding tax bases used in the computation of taxable
profit.

Deferred tax liabilities are generally recognised for all taxable temporary differences and
deferred tax assets are recognised to the extent that it is probable that taxable profits will be
available against which deductible temporary differences can be utilised.
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Significant accounting policies (continued)

Employee benefits

The company contributes towards the state pension in accordance with local legislation. The
only obligation of the company is to make the required contributions. Costs are expensed in
the period in which they are incurred.

Currency translation

The individual financial statements of each group entity are presented in their functional
currency, being the currency of the primary economic environment in which the entity operates
(its functional currency). For the purposes of the group financial statements, the results and
financial position of each entity are expressed in Euro, which is the functional currency of the
company.

In preparing the financial statements of the individual entities, transactions in currencies other
than the entity's functional currency (foreign currencies) are recorded at rates of exchange
prevailing on the dates of the transactions. At the end of each reporting period, monetary
items denominated in foreign currencies are retranslated at the rates prevailing on the end of
the reporting period. Non-monetary items carried at fair value that are denominated in foreign
currencies are re-translated at the rates prevailing on the date when the fair value was
determined.

Non-monetary items that are measured in terms of historical cost in a foreign currency are not
re-translated. Exchange differences arising on the settlement of monetary items and on the
retranslation of monetary items are included in profit or loss. Exchange differences arising on
the re-translation of non-monetary items carried at fair value are included in profit or loss for
the period except for differences arising on the re-translation of non-monetary items in respect
of which gains or losses are recognised in other comprehensive income. For such non-
monetary items, any exchange component of that gain or loss is also recognised in other
comprehensive income.

For the purpose of presenting group financial statements, the assets and liabilities of the
Group’s foreign operations (including comparatives) are expressed in Euro using exchange
rates prevailing at the end of the reporting period. Income and expenses items (including
comparatives) are translated at the average exchange rates for the period, unless exchange
rates fluctuated significantly during the period, in which case the exchange rates at the dates
of the transactions are used. Exchange differences arising, if any, are recognised in other
comprehensive income and accumulated in equity and transferred to the Group Exchange
Reserves. Such translation differences are recognised in profit or loss in the period in which
the foreign operation is disposed of.

Goodwill and fair value adjustments arising on the acquisition of a foreign operation are
treated as assets and liabilities of the foreign operation and translated at the closing rate.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits. Bank overdrafts
that are repayable on demand and form an integral part of the company's cash management
are included as a component of cash and cash equivalents for the purpose of the statement of
cash flows and are presented in current liabilities on the statement of financial position.
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Significant accounting policies (continued)

Dividends

Dividends to holders of equity instruments are recognised as liabilities in the period in which
they are declared. Dividends to holders of equity instruments are recognised directly to equity.

Judgements in applying accounting policies and key sources of estimation uncertainty

In the process of applying the group’s and company's accounting policies, management has
made no judgements which can significantly affect the amounts recognised in the financial
statements and, at the end of the reporting period, there were no key assumptions concerning
the future, or any other key sources of estimation uncertainty, that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities within the next
financial year other than as disclosed in notes 15, 17 and also as disclosed below:

Assessment for impairment of assets

The group reviews property, plant and equipment, intangible assets, investments, loans
receivable, trade receivables, to evaluate whether events or changes in circumstances indicate
that the carrying amounts may not be recoverable. The company reviews investment in
subsidiaries, loans receivable, trade receivables and other investments for impairment. At the
period-end there was no objective evidence of impairment in this respect.

Furthermore, financial assets measured at amortised cost are tested in terms of the new ECL
model with effect from 1 January 2018.

In addition, the group tests goodwill annually for impairment or more frequently if there are
indications that goodwill might be impaired. Determining whether the carrying amount of
goodwill can be realised requires an estimation of the recoverable amount of the cash
generating units.

Goodwill arising on a business combination is allocated, to the cash-generating units (“CGUs")
that are expected to benefit from that business combination.

The carrying amount of goodwill amounting to € 13,184,904 arises on a business combination
made in 2014 and has been allocated