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INDEPENDENT AUDITOR’S REPORT

To Shareholders and Management of Brooklyn-Kiev Group:
Report on the Audit of the Consolidated Financial Statements
Opinion

We have audited the consolidated financial statements of Limited Liability Company “Brooklyn-Kiev” and
its subsidiaries (the “Group”), which comprise the consolidated statement of financial position as of

31 December 2019, and the consolidated statement of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated statement of cash flows for the year then
ended, and notes to the consolidated financial statements, including a summary of significant accounting
policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as of 31 December 2019, and its consolidated
financial performance and its consolidated cash flows for the year then ended in accordance with
International Financial Reporting Standards (“*IFRSs"”) and the preparation of the financial statements
requirements of the Law of Ukraine “On accounting and financial reporting in Ukraine” (“Law on
accounting and financial reporting”).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing ("ISAs”). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit
of the Consolidated Financial Statements section of our report. We are independent of the Group in
accordance with the International Ethics Standards Board for Accountants’ Code of Ethics for Professional
Accountants (the “IESBA Code"”) together with the ethical requirements that are relevant to our audit of
the financial statements in Ukraine, and we have fulfilled our other ethical responsibilities in accordance
with these requirements and the IESBA Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period. The matter below was addressed in

the context of our audit of the consolidated financial statements as a whole, and in forming our opinion

thereon, and we do not provide a separate opinion on this matter.

Compliance with covenants on borrowings We obtained understanding of the Group’s

and Going Concern processes relating to monitoring of compliance
with the terms of loan agreements and risks

In accordance with terms of agreements for related to the Group’s ability to continue as a

borrowings, the Group should comply with certain going concern.

financial and non-financial covenants. As of

31 December 2019, the Group has breached a We reviewed the terms of loan agreement

certain bank covenant and reclassified long-term including the covenants and event of default

part of debt of UAH 25,254 thousand to short- definition.

term borrowings.
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Non-compliance with covenants may have a
significant impact on the classification of liabilities
in the consolidated statement of financial position,
on the ability of the Group to settle its obligations
in a due course and to continue as a going
concern.

Due to the reasons described above we
determined compliance with covenants and going
concern as a key audit matter.

Refer to notes 3 and 15 in the consolidated
financial statements.

We examined management’s calculations of

the covenant ratios. We checked mathematical
accuracy of covenant calculations and reconciled
input data to the data audited by us.

We checked the appropriateness of classification
of borrowings as current or non-current liabilities
based on the results of analysis of compliance
with covenants on relevant loan.

We critically assessed the key assumptions and
judgements used in the Group’s budget, cash flow
forecasts and scenarios affecting the Group’s
liquidity and its ability to settle obligations,
including, the scenario of early repayment of

the borrowings.

We reviewed the settlement of borrowings
subsequent to the reporting date according to
the schedule and support letter provided by

the immediate participant to check existence of
commitment for prolongation of the borrowing in
case of cash flow shortage.

We assessed completeness and adequacy of
disclosure of loans and covenants compliance and
disclosures in relation to going concern included to
the consolidated financial statements.

Other Information

Management is responsible for the other information. The other information comprises the information
included in the management report, but does not include the consolidated financial statements and our

auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the other information and we do not

express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read

the other information and, in doing so, consider whether the other information is materially inconsistent
with the consolidated financial statements or our knowledge obtained in the audit or otherwise appears to
be materially misstated. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information; we are required to report that fact. We have nothing to report in

this regard.

Responsibilities of Management and Those Charged with Governance for the Consolidated

Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with IFRSs and Law on accounting and financial reporting, and for such internal
control as management determines is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the Group or
to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.



Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control.

o Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Group’s internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

o Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Group to cease
to continue as a going concern.

. Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent
the underlying transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the consolidated financial statements of the current period,
which constitute the key audit matters included herein. We describe these matters in our auditor’s report,
except for the cases when a law or regulation prohibits a public disclosure of a specific matter or, in
extremely adverse circumstances, we determine that such an matter should not be addressed in our
report, as negative consequences from such a disclosure may predictably outweigh its usefulness for
interests of the public.

Report on Other Legal Requirements

We have been appointed as auditor of the Group by the General Participants’ Meeting on 2 September
2019. In view of the previous renewals and reappointments, we conducted audit from 16 July 2012 to
the date of this report.

We confirm that the audit opinion is consistent with the additional report to the audit committee.

We confirm that the prohibited non-audited services referred to ISA or requirements of Article 6,
paragraph 4 of Law of Ukraine “On Audit of Financial Statements and Audit Activities” were not provided
and that the audit engagement partner and audit firm remains independent of the Group in conducting
the audit.
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BROOKLYN-KIEV GROUP

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2019
In Ukrainian Hryvnias and in thousands

Revenue

Cost of sales

Gross profit

Selling and distribution expenses
General and administrative expenses
Finance costs

Finance income

Foreign exchange gain, net

Other expenses

Profit before income tax

Income tax expense

Profit for the year

TOTAL COMPREHENSIVE INCOME FOR THE YEAR

On behalf of Management:

Oleksii Nikulin, General Director

The notes on pages from 9 to 39 form an integral part of these financial statements.

Year ended Year ended
31 December 31 December
Notes 2019 2018
5 862,464 840,531
6 (573,338) (547,120)
289,126 293,411
(4,972) (4,401)
7 (66,651) (102,536)
(59,348) (643)
647 963
29,222 3,238
(17,205) (34,179)
170,819 155,853
8 (30,936) (28,209)
139,883 127,644
139,883 127,644
Liudmyla Shylienkova,/Chief Accountant
5 4 &/



BROOKLYN-KIEV GROUP

CONSOLIDATD STATEMENT OF FINANCIAL POSITION
AS OF 31 DECEMBER 2019
In Ukrainian Hryvnias and in thousands

Assets

Non-current assets

Property, plant and equipment

Right-of-use assets

Intangible assets

Prepayments for property, plant and equipment
Deferred tax assets

Total non-current assets

Current assets

Inventories

Trade accounts receivable

Prepayments to suppliers and other current assets
Value added tax receivable

Cash and cash equivalents

Total current assets

Total assets

Equity and liabilities

Issued capital
Retained earnings

Total equity
Non-current liabilities

Borrowings
Long-term lease liabilities

Total non-current liabilities
Current liabilities

Trade accounts payable
Borrowings

Short-term lease liabilities
Other current liabilities
Corporate income tax payable
Total current liabilities

Total liabilities

Total equity and liabilities

On behalf of Management:

//

/

[

31 December

31 December

Notes 2019 2018
9 1,303,352 1,163,159
10 352,273 -
546 210
28,630 41,627
8 5,419 5,419
1,690,220 1,210,415
18,154 15,983
3k f 40,548 50,437
12 26,509 29,231
4,371 320
13 13,547 64,054
103,129 160,025
1,793,349 1,370,440
14 2,116 2,116
1,111,896 969,413
1,114,012 971,529
15 59,215 -
10 273,301 -
332,516 -
64,195 32,464
15 114,175 263,489
10 84,730 -
16 78,808 92,982
4,913 9,976
346,821 398,911
679,337 398,911
1,793,349 1,370,440

Oleksii Nikulin, General Director

6

Liudmyla Shylienkova, Chief Accountant

The notes on pages from 9 to 39 form an integral part of these financial statements.
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BROOKLYN-KIEV GROUP

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2019
In Ukrainian Hryvnias and in thousands

31 December 2017
Effect of adoption IFRS 9
1 January 2018

Profit for the year

31 December 2018

Profit for the year
Other movements

31 December 2019

On behalf of Management:

/

Issued Retained
capital earnings Total
2,116 852,209 854,325
= (10,440) (10,440)
2,116 841,769 843,885
- 127,644 127,644
2,116 969,413 971,529
- 139,883 139,883
= 2,600 2,600
2,116 1,111,896 1,114,012

Oleksii Nikulin, General Director

Liudmyla Shylienkova, Chief Accountant

7

The notes on pages from 9 to 39 form an integral part of these financial statements.



BROOKLYN-KIEV GROUP

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2019
In Ukrainian Hryvnias and in thousands

Year ended Year ended
31 December 31 December
2019 2018

Cash flows from operating activities
Profit before income tax 170,819 155,853
Adjustments to reconcile profit before income tax to net cash provided by

operations:
Depreciation and amortization of property, plant and equipment and intangible

assets 39,469 35,799
Depreciation of right-of use-asset 55,265 -
Change in provision for unused vacations 4,184 (388)
Loss on disposal of property, plant and equipment 7 33
Net unrealized foreign exchange gain (36,885) (7,653)
Interest expense on lease liabilities 56,157 -
Interest expense on loans 3,191 643
Finance income (647) (963)
Operating profit before working capital changes 291,560 183,324
Change in trade accounts receivable 9,889 3,305
Change in prepayments to suppliers and other assets (11,959) 3,969
Change in inventories (2,171) (3,589)
Change in value added tax recoverable (4,051) 4,900
Change in trade accounts payable 31,731 (14,196)
Change in other current liabilities (5,634) (2,804)
Cash generated by operations 309,365 174,909
Income tax paid (35,999) (28,214)
Interest received 647 921
Interests paid on loans (1,846) -
Interests paid on leases (56,157) -
Net cash generated by operating activities 216,010 147,616
Cash flows from investing activities
Acquisition of property, plant and equipment (154,201) (54,118)
Acquisition of intangible assets (359) (154)
Acquisition of subsidiary (500) -
Interest paid (19,895) (30,592)
Net cash used in investing activities (174,955) (84,864)
Cash flows from financing activities
Proceeds from borrowings 83,106 71,749
Payment of principal amounts on borrowings (144,736) (144,262)
Repayment of lease liabilities (34,411) -
Net cash used in financing activities (96,041) (72,513)
Net decrease in cash and cash equivalents (54,986) (9,761)
Cash and cash equivalents, at the beginning of the year 64,054 72,891
Effect of foreign exchange rates on cash and cash equivalents 4,479 924
Cash and cash equivalents, at the end of the year 13,547 64,054
On behalf of Management:

(/

Oleksii Nikulin, General Director Liudmyla Shylienkova,,éhief Accountant

8

The notes on pages from 9 to 39 form an integral part of these financial statements.
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BROOKLYN-KIEV GROUP

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019
In Ukrainian Hryvnias and in thousands

1.

NATURE OF THE BUSINESS

These consolidated financial statements represent the financial statements of LLC “Brooklyn-Kiev”
and its subsidiaries, LLC “Treksim” and “Odessa port operator” Ltd (hereinafter, the “"Group”).

LLC “Brooklyn-Kiev” (the “Company”) is a limited liability company incorporated in accordance with
the laws of Ukraine.

The Group’s business activities are carried out on the basis of stevedoring complex #5 located in
Khlibna Harbor of the Odessa Sea Commercial Port. LLC “Brooklyn-Kiev” renders stevedoring
services related to cargo handling, carries out stuffing and unstuffing of containers and provides
cargo storage on the customs territory of the Odessa Sea Commercial Port.

The Group is in the process of constructing a grain terminal with the annual cargo turnover of up to
4.5 million tons on the rented land. The projected construction costs were estimated at the start of
the project at about USD 103,800 thousand. Phase 1 of the grain terminal construction was put into
operation in December 2013. Phases 3 and 4 were put into operation in February and November
2016 respectively and phases 2 and 5 are planned to be put into operation by the end of 2020.

The Group’s registered and actual address is: Khlibna Gavan Str., 6, Odessa, 65003, Ukraine.

As of 31 December 2019 and 31 December 2018 principal activities of subsidiaries and the Group’s
ownership interest in it were as follows:

Group's effective ownership
interest as of

Country of 31 December 31 December
Subsidiary Principal activity incorporation 2019 2018
“Odessa port Transportation
operator” Ltd support activities Ukraine 100% 100%
LLC “Treksim” Cargo handling Ukraine 100% -

In March 2019 the Company has acquired 100% interest in Treksim LLC, a stevedore company
engaged in storage and transhipment of cargo, for a total consideration of UAH 500 thousand.

OPERATING ENVIRONMENT

Since 2016, the Ukrainian economy has demonstrated signs of stabilization after years of political
and economic tension. In 2019, the Ukrainian economy continued its recovery and achieved real
GDP growth of around 3.6% (2018: 3.3%), modest annual inflation of 4.1% (2018: 9.8%), and
stabilization of the national currency (appreciation of the national currency by around 5% to USD
and 11% to EUR comparing to previous year averages).

Ukraine continues to limit its political and economic ties with Russia, given annexation of Crimea,

an autonomous republic of Ukraine, and an armed conflict with separatists continued in certain parts
of Luhanska and Donetska regions. As a result of this, the Ukrainian economy is refocusing on

the European Union (the “EU”) market by realizing potentials of established Deep and
Comprehensive Free Trade Area with the EU.

To further facilitate business activities in Ukraine, the National Bank of Ukraine (the "NBU") starting
from 20 June 2019 has lifted the surrender requirement for foreign currency proceeds, cancelled all
limits on repatriation of dividends since July 2019 and gradually decreased its discount rate for

the first time during the recent two years, from 18.0% in April 2019 to 11.0% in January 2020 with
further decrease to 6.0% in June 2020.



BROOKLYN-KIEV GROUP

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019
In Ukrainian Hryvnias and in thousands

The degree of macroeconomic uncertainty in Ukraine in 2019 still remains high due to a significant
amount of public debt scheduled for repayment in 2019-2020, which requires mobilizing substantial
domestic and external financing in an increasingly challenging financing environment for emerging
markets. At the same time, Ukraine has passed through the period of presidential and parliamentary
elections. All newly elected authorities have demonstrated their commitment to introduce reforms in
order to boost economic growth, while maintaining macro-fiscal stability and liberalizing economic
environment. These changes have resulted in, inter alia, improved Fitch’s rating of Ukraine’s Long-
Term Foreign- and Local-Currency Issuer Default Ratings from “B-" to "B”, with a positive outlook.
Further economic growth depends, to a large extent, upon success of the Ukrainian government in
realization of planned structural reforms and effective cooperation with the International Monetary
Fund (the “IMF").

In addition to that, starting from early 2020 a new coronavirus disease (COVID-19) has begun
rapidly spreading all over the world resulting in announcement of the pandemic status by the World
Health Organization in March 2020. Responses put in place by many countries to contain the spread
of COVID-19 are resulting in significant operational disruption for many companies and have
significant impact on global financial markets. As the situation is rapidly evolving it may have a
significant effect on business of many companies across a wide range of sectors, including, but not
limited to such impacts as disruption of business operations as a result of interruption of production
or closure of facilities, supply chain disruptions, quarantines of personnel, reduced demand and
difficulties in raising financing. In addition, the Group may face the increasingly broad effects of
COVID-19 as a result of its negative impact on the global economy and major financial markets.

The significance of the effect of COVID-19 on the Group’s business largely depends on the duration
and the incidence of the pandemic effects on the world and Ukrainian economy.

3. BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING POLICIES
Statement of compliance

These consolidated financial statements have been prepared in accordance with International
Financial Reporting Standards (“"IFRS"”) and the preparation of the financial statements requirements
of the Law of Ukraine “On accounting and financial reporting in Ukraine” (“Law on accounting and
financial reporting”).

Basis of preparation

These consolidated financial statements have been prepared on the assumption that the Group is a
going concern, which contemplates the realization of the Group’s assets and the settlement of
the Group’s liabilities in the normal course of business.

However, as of 31 December 2019, the Group’s current liabilities (UAH 346,821 thousand) exceed
current assets (UAH 103,129 thousand) by UAH 243,692 thousand (31 December 2018: by

UAH 238,886 thousand), from which UAH 25,254 thousand was reclassified from non-current portion
due to breach of a certain bank covenant, that led to loan being repayable on demand. Therefore,
the going concern assumption are to be carefully assessed by management to ensure the Group has
sufficient funding for its business.

Management believes that preparation of the consolidated financial statements on a going concern
basis is appropriate due to the following factors:

e Current liabilities as of 31 December 2019 amounted to UAH 346,821 thousand and were mainly
related to the current borrowings from third parties in amount of UAH 106,668 thousand:
UAH 105,464 thousand of principal amount and interest accrued of UAH 1,204 thousand.
Subsequently to the reporting date, the Group settled UAH 40,670 thousand of principal amount
and interest accrued of UAH 4,863 thousand according to the schedule.

10



BROOKLYN-KIEV GROUP

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019
In Ukrainian Hryvnias and in thousands

e Subsequent to the reporting date the Group has received a supporting letter from its immediate
participant stating that borrowings amounted to UAH 34,134 thousand (including UAH 5,711
thousand of current debt) and payables for property, plant and equipment due to the participant
amounted to UAH 34,629 thousand would not be requested to pay and prolonged in case of cash
flow shortage.

e As of 31 December 2019, the Group had undrawn short-term credit lines amounted UAH 33,082
thousand, including UAH 12,785 thousand from related parties. As at 31 December 2019,
undrawn long-term credit lines from related party amounted to UAH 130,274 thousand.

e Phases 2 (completion of the initial project) are planned to be put into operation by the end of
2020. Phase 5 was put into operation in June 2020. Major part of capital expenditures was
already incurred as at 31 December 2019 and does not require further significant investments. It
is expected, that this will significantly increase a cargo throughput and Group’s revenue.

e In accordance to the budget, the Group expects to generate net profit excluding foreign
exchange loss and finance income/expenses for the year ended 31 December 2020 (unaudited)
amounted to UAH 171,198 thousand. Net profit excluding foreign exchange loss and finance
income/expenses for the 1Q 2020 period ended 31 March 2020 (unaudited) amounted to
UAH 49,518 thousand, that is higher, than budgeted amount for 1Q 2020 amounted to
UAH 42,762 thousand.

These consolidated financial statements of the Group are prepared on the historical cost basis,
except for certain financial instruments that are measured at revalued amounts or fair values at

the end of each reporting period, as explained in the accounting policies below. Historical cost is
generally based on the fair value of the consideration given in exchange for goods and services. 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, regardless of whether that price
is directly observable or estimated using another valuation technique. In estimating the fair value of
an asset or a liability, the Group takes into account the characteristics of the asset or liability if
market participants would take those characteristics into account when pricing the asset or liability
at the measurement date. Fair value for measurement and/or disclosure purposes in these
consolidated financial statements is determined on such a basis, except for leasing transactions that
are within the scope of IFRS 16, and measurements that have some similarities to fair value but are
not fair value, such as net realisable value in IAS 2 or value in use in IAS 36.

In addition, for financial reporting purposes, fair value measurements are categorized 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;

o 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.

The Group’s financial assets are represented by the category of “loans and receivables” and carried
at amortized cost. Such financial assets are not traded in the active market and, due to their short-
term nature, their fair value is estimated to be equal to their carrying amounts as of 31 December

2019 and 2018.

The Group’s financial liabilities are represented by the category of “other financial liabilities” and
carried at amortized cost.

Trade accounts payable and other current liabilities are, as a rule, of short-term nature and

the Group’s management estimates their fair value to be equal to their carrying amounts as of
31 December 2019 and 2018.

11



BROOKLYN-KIEV GROUP

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019
In Ukrainian Hryvnias and in thousands

The fair value of loans was estimated by discounting the estimated cash outflows at market interest
rates. Management believes that the fair value of loans as of 31 December 2019 and 2018
approximates their carrying values.

To measure the fair values of the Group’s financial assets (except of cash and cash equivalents,
which is level 2 of fair value hierarchy) and financial liabilities, inputs of Level 3 were used.

Adoption of new and revised International Financial Reporting Standards

The Group applied IFRS 16 Leases for the first time. The nature and the effect of these changes are
disclosed below.

IFRS 16 superseded IAS 17 Leases, IFRIC 4 Determining whether an Arrangement Contains a Lease,
SIC-15 Operating Leases-Incentives and SIC-27 Evaluating the Substance of Transactions Involving
the Legal Form of a Lease. The standard sets out the principles for the recognition, measurement,
presentation and disclosure of leases and requires lessees to account for all leases under a single on-
balance sheet model. It introduces significant changes to lessee accounting by removing the
distinction between operating and finance lease and requiring the recognition of a right-of-use asset
and a lease liability at commencement for all leases, except for short-term leases and leases of low
value assets when such recognition exemptions are adopted.

Lessor accounting under IFRS 16 is substantially unchanged under IAS 17. Lessors will continue to
classify leases as either operating or finance leases using similar principles as in IAS 17. Therefore,
IFRS 16 did not have an impact for leases where the Group is the lessor.

The Group adopted IFRS 16 using cumulative catch-up approach of adoption with the date of initial
application of 1 January 2019. Under this method, the standard is applied retrospectively with the
cumulative effect of initially applying the standard recognized at the date of initial application.

The Group elected to use the transition practical expedient allowing the standard to be applied only
to contracts that were previously identified as leases applying IAS 17 and IFRIC 4 and not to
reassess whether a contract is, or contains, a lease at the date of initial application.

The effect of adoption IFRS 16 as at 1 January 2019 (increase/(decrease)) is as follows:

1 January
2019

Assets

Right-of-use assets 387,529
Prepayments to suppliers and other current assets (15,096)
Total assets 372,433
Liabilities

Long-term lease liabilities 292,235
Short-term lease liabilities 80,198
Total liabilities 372,433

Nature of the effect of adoption of IFRS 16

The Group has lease contracts for land plots. Before the adoption of IFRS 16, the Group classified
each of its leases (as lessee) at the inception date as an operating lease. The leased items were not
capitalized, and the lease payments were recognized as rent expense in profit or loss on a straight-
line basis over the lease term. Any prepaid rent were recognized under Prepayments to suppliers and
other current assets.

12



BROOKLYN-KIEV GROUP

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019
In Ukrainian Hryvnias and in thousands

Upon adoption of IFRS 16, the Group applied a single recognition and measurement approach for all
leases. The standard provides specific transition requirements and practical expedients, which has
been applied by the Group.

Leases previously accounted for as operating leases

The Group recognized right-of-use assets and lease liabilities for those leases previously classified as
operating leases. The right-of-use assets were recognized based on the amount equal to the lease
liabilities, adjusted for any related prepaid and accrued lease payments previously recognized. Lease
liabilities were recognized based on the present value of the remaining lease payments, discounted
using the incremental borrowing rate at the date of initial application.

The weighted average incremental borrowing rate applied to the lease liabilities as at 1 January 2019
was 15.06%. The average lease term is 12 years.

The Group also applied the available practical expedients wherein it:

. Used a single discount rate to a portfolio of leases with reasonably similar characteristics;

. Relied on its assessment of whether leases are onerous immediately before the date of initial
application;

. Excluded the initial direct costs from the measurement of the right-of-use asset at the date of
initial application.

The lease liabilities as at 1 January 2019 can be reconciled to the operating lease commitments as at
31 December 2018 as follows:

Operating lease commitments as at 31 December 2018 591,394
Incremental borrowing rate as at 1 January 2019 15.06%
Effect of discounting (218,961)
Lease liabilities as at 1 January 2019 372,433

(i) Summary of new accounting policies

Set out below are the new accounting policies of the Group upon adoption of IFRS 16, which have
been applied from the date of initial application:

e Right-of-use assets

The Group recognizes right-of-use assets at the commencement date of the lease (i.e., the date

the underlying asset is available for use). Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and adjusted for any remeasurement of lease
liabilities. The cost of right-of-use assets includes the amount of lease liabilities recognized, initial
direct costs incurred, and lease payments made at or before the commencement date less any lease
incentives received. Unless the Group is reasonably certain to obtain ownership of the leased asset
at the end of the lease term, the recognized right-of-use assets are depreciated on a straight-line
basis over the shorter of its estimated useful life of the underlying assets and the lease term. Right-
of-use assets are subject to impairment as non-current non-financial assets under IAS 36
requirements.

. Lease liabilities

At the commencement date of the lease, the Group recognizes lease liabilities measured at

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

In calculating the present value of lease payments, the Group uses the incremental borrowing rate at
the lease commencement date if the interest rate implicit in the lease is not readily determinable.
Incremental borrowing rate is determined as reference rate adjusted for financing spread of

the Group and lease specific. Yield to maturity per Ukrainian government bonds denominated in

USD, adjusted for the difference between UAH and USD inflation, is used as reference rate. Group’s
financing spread is estimated based on the borrowing rates available to the Group for short-term and
long-term financing denominated in UAH secured by non-current assets. After the commencement
date, the amount of lease liabilities is increased to reflect the unwinding of interest and reduced for
the lease payments made.

In addition, the carrying amount of lease liabilities is remeasured if there is a modification, a change
in the lease term, a change in the in-substance fixed lease payments, a change in rate or index to
which lease payments are linked.

The Group remeasures the lease liability (and makes a corresponding adjustment to the related
right-of-use asset) whenever the lease payments change due to changes in an index or rate or a
change in expected payment under a guaranteed residual value, 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).

Several other amendments and interpretations listed below apply for the first time in 2019, but do
not have a material impact on the consolidated financial statements of the Group:

. IFRIC Interpretation 23 Uncertainty over Income Tax Treatments;

o Amendments to IFRS 9: Prepayment Features with Negative Compensation;

. Amendments to IAS 19: Plan Amendment, Curtailment or Settlement;

o Amendments to IAS 28: Long-term interests in associates and joint ventures;

o Annual Improvements 2015-2017 Cycle (Amendments to IFRS 3, IFRS 11 and IAS 12, IAS 23).

The Group has not yet adopted any standards, interpretations or amendments that have been issued
but are not yet effective.

New standards and interpretations issued but not in effect

A number of new Standards, amendments to Standards and Interpretations have been issued but
are not yet in effect:

Effective for annual
accounting periods

Standards and Interpretations beginning on or after:
Amendments to IFRS 10 Consolidated Financial Statements and The effective date is not

IAS 28 Investments in Associates and Joint Ventures - Sale or contribution of determined. Early

assets between an investor and its associate or joint venture application is allowed.
Amendments to References to the Conceptual Framework in IFRS Standards 1 January 2020
Amendments to IFRS 3 (Oct 2018) - Definition of Business 1 January 2020
Amendments to IAS 1 and IAS 8 (Oct 2018) - Definition of Material 1 January 2020
Amendments to IFR 9, IAS 7 and IFRS 7 - Interest Rate Benchmark Reform 1 January 2020
IFRS 17 Insurance Contracts — Recognition, measurement and disclosure of

insurance contracts 1 January 2023
Amendments to IAS - 1 Classification of Liabilities as Current or Non-Current 1 January 2022
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The Group does not plan to adopt these standards early. Management anticipates that the adoption
of these standards will not have a material effect on the consolidated financial statements of
the Group in future periods.

Functional and presentation currency

The functional currency of the Group is Ukrainian Hryvnia ("UAH"). Transactions in currencies, other
than functional currency of the Group, are treated as transactions in foreign currencies. Monetary
assets and liabilities denominated in such currencies are translated at the rates prevailing at

the reporting date. All realized and unrealized gains and losses arising on exchange differences are
included in consolidated statement of profit or loss and other comprehensive income for the period.

Change in presentation currency

Effective 1 January 2019, the Group changed its presentation currency from US Dollars ("USD") to
Ukrainian Hryvnia ("UAH") in order to comply with local legislation.

In order to satisfy the requirements of IAS 21 with respect to a change in presentation currency,
the statutory financial information as previously reported for the years ended 31 December 2018 has
been restated from USD into UAH using the procedures outlined below:

. Assets and liabilities were translated into UAH at the relevant closing rates of exchange;
o Transactions were translated into UAH at the relevant average rates of exchange;

o The cumulative foreign currency translation reserve was set to nil at 1 January 2019, the date
of change in presentation currency;

o Share capital, and other reserves were translated at the historic rates prevailing at the dates of
transactions; and

o All exchange rates used were extracted from the Group’s underlying financial records.

The relevant exchange rates were as follows:

Average for Average for
the year the year
As of ended As of ended
31 December 31 December 31 December 31 December
2019 2019 2018 2018
UAH/USD 23.6862 25.8373 27.6883 27.2016
UAH/EUR 26.4220 28.9406 31.7141 32.1341

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and
entities controlled by the Company (its subsidiaries) made up to 31 December each year. Control is
achieved when the Company:

. Has the 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 to affects its returns.

The Company reassesses whether or not it controls an investee if facts and circumstances indicate
that there are changes to one or more of the three elements of control listed above.
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When the Company has less than a majority of the voting rights of an investee, it considers that it
has power over the investee when the voting rights are sufficient to give it the practical ability to
direct the relevant activities of the investee unilaterally. The Company considers all relevant facts
and circumstances in assessing whether or not the Company’s voting rights in an investee are
sufficient to give it power, including:

e The size of the Company’s holding of voting rights relative to the size and dispersion of holdings
of the other vote holders;

e Potential voting rights held by the Company, other vote holders or other parties;
e Rights arising from other contractual arrangements; and

e Any additional facts and circumstances that indicate that the Company has, or does not have,
the current ability to direct the relevant activities at the time that decisions need to be made.

Consolidation of a subsidiary begins when the Company obtains control over the subsidiary and
ceases when the Company loses control of the subsidiary. Specifically, the results of subsidiaries
acquired or disposed of during the year are included in profit or loss from the date the Company
gains control until the date when the Company ceases to control the subsidiary.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring

the accounting policies used into line with the Group’s accounting policies.

All intragroup assets and liabilities, equity, income, expenses and cash flows relating to transactions
between the members of the Group are eliminated on consolidation.

Revenue recognition

The Group derives its revenue from contracts with customers for the transfer of services over time
primarily from the cargo transshipment and personnel and equipment assignment services. Revenue
is measured at the fair value of the consideration received or receivable. The Group recognizes
revenue when it transfers control of service to a customer.

Revenue from services is recognized in the accounting period in which the services are rendered in
proportion to the stage of completion of the transaction at the reporting date. Depending on

the nature of the transaction, the stage of completion is assessed by reference to the proportion that
cost incurred to the date bear to estimate total cost of the transaction, or services performed to date
as percentage of total services to be performed.

Property, plant and equipment

Property, plant and equipment are carried in the statement of financial position at their historical
cost, less any accumulated depreciation and accumulated impairment losses. The historical cost of
an item of property, plant and equipment comprises (a) its purchase price, including import duties
and non-refundable purchase taxes, after deducting trade discounts and rebates; (b) any costs
directly attributable to bringing the item to the location and condition necessary for it to be capable
of operating in the manner intended by the Group’s management; (c) the initial estimate of the costs
of dismantling and removing the item and restoring the site on which it is located, the obligation for
which the Group incurs either when the item is acquired or as a consequence of having used

the item during a particular period for purposes other than rendering services during that period.
The cost of self-constructed assets includes the cost of material, direct labor and an appropriate
portion of production overheads. Capitalized costs include major expenditures for improvements and
replacements that extend the useful lives of the assets or increase their revenue generating
capacity. Repairs and maintenance expenditures that do not meet the foregoing criteria for
capitalization are charged to profit and loss when incurred.

Depreciable amount is the cost of the item of property, plant and equipment, less its residual value.
The residual value is the estimated amount that the Group would currently obtain from disposal of
the item of property, plant and equipment, after deducting the estimated costs of disposal, if

the asset was already of the age and in the condition expected at the end of its useful life.
Management estimates the residual values of assets to be equal to nil.
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Depreciation of property, plant and equipment is recognized so as to write off the depreciable
amount, less their residual values, over their useful life, using a straight line method. The estimated
useful lives, residual values and depreciation method are reviewed at the end of each reporting
period, with the effect of any changes in estimate accounted for on a prospective basis. Useful lives
of the groups of property, plant and equipment are as follows:

Buildings and structures 10-50 years
Machinery and equipment 2-20 years
Office equipment and other fixed assets 2-20 years
Vehicles 7-20 years
Leasehold improvements 5-20 years

Properties in the course of construction for production, supply, or administrative purposes are carried
at cost, less any recognized impairment losses. Cost includes professional fees and, for qualifying
assets, borrowing costs capitalized in accordance with the Group’s accounting policies. Such
properties are classified to the appropriate categories of property, plant and equipment when
completed and ready for intended use. Depreciation of these assets, on the same basis as other
property assets, commences when the assets are ready for their intended use.

Leasehold improvements are depreciated at a shorter period of useful lives or on expiry dates of
the related lease agreements for the premises where such improvements have been made.

Property, plant and equipment constructed or installed on the rented land are depreciated at an
expiry dates of the related lease agreements taking into consideration the renewal period of rent and
certainty that it will be exercised.

An item of property, plant and equipment is derecognized upon disposal or when no future economic
benefits are expected to arise from the continued use of the asset. Any gain or loss arising on

the disposal or retirement of an item of property, plant and equipment is determined as the
difference between the sales proceeds and carrying amount of the asset and is recognized in profit
or loss.

Impairment of tangible assets

At the end of each reporting period, the Group reviews the carrying amounts of its tangible assets to
determine whether there is any indication that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is estimated in order to determine

the extent of the impairment loss (if any). Where it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates recoverable amount of the cash-generating unit
to which the asset belongs. Where a reasonable and consistent basis of allocation can be identified,
corporate assets are also allocated to individual cash-generating units, or otherwise they are
allocated to the smallest group of cash-generating units for which a reasonable and consistent
allocation basis can be identified.

Recoverable amount is the higher of fair value, less costs to sell, and value in use. In assessing
value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its
carrying amount, the carrying amount of the asset (or cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognized immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-
generating unit) 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 if no impairment loss had been recognized for the asset (or cash-generating unit) in
prior years. A reversal of an impairment loss is recognized immediately in profit or loss.
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Taxation
Income tax expense represent the sum of the current and deferred taxes.
Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as
reported in statement of profit or loss and other comprehensive income because of items of income
or expense that are taxable or deductible in other years and items that are never taxable or
deductible. The Group’s liability for current tax is calculated using tax rates that have been enacted
or substantively enacted by the end of the reporting period.

Deferred tax

Deferred tax is recognized on temporary differences between the carrying amounts of assets and
liabilities in the financial statements and the corresponding tax bases used in the computation of
taxable profits. Deferred tax liabilities are generally recognized for all taxable temporary differences.
Deferred tax assets are generally recognized for all deductible temporary differences to the extent
that it is probable that taxable profits will be available against which those deductible differences can
be utilized.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and
reduced to the extent that it is no longer probable that sufficient taxable profits will be available to
allow all or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to be applied in
the period in which the liability is settled or the asset realized, based on tax rates (and tax laws) that
have been enacted or substantively enacted by the end of the reporting period. The measurement of
deferred tax liabilities and assets reflects the tax consequences that would follow from the manner in
which the Group expects, at the end of the reporting period, to recover or settle the carrying amount
of its assets and liabilities.

Current and deferred taxes for the year are recognized in profit or loss, except when they relate to
items that are recognized in other comprehensive income or directly in equity, in which case

the current and deferred tax are also recognized in other comprehensive income or directly in equity,
respectively.

Financial instruments

Financial assets and financial liabilities are recognized when the Group becomes a party to
the contractual provisions of the particular instrument.

Financial assets and liabilities are initially measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets and financial liabilities are added to or
deducted from the fair value of the financial assets or financial liabilities, as appropriate, on initial
recognition.

Financial assets

Classification of financial assets

The Group classifies financial assets as subsequently measured at amortized cost, fair value through
other comprehensive income or fair value through profit or loss on the basis of both:

(a) The entity’s business model for managing the financial assets; and
(b) The contractual cash flow characteristics of the financial asset.
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A financial asset is measured at amortized cost if both of the following conditions are met:

(a) The financial asset is held within a business model whose objective is to hold financial assets in
order to collect contractual cash flows; and

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

A financial asset is measured at fair value through other comprehensive income if both of
the following conditions are met:

(a) The financial asset is held within a business model whose objective is achieved by both
collecting contractual cash flows and selling financial assets; and

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

By default, all other financial assets are measured subsequently at fair value through profit or loss
(FVTPL).

Amortized cost and effective interest method

The effective interest method is a method of calculating the amortized cost of a debt instrument and
of allocating interest income over the relevant period.

For financial assets other than purchased or originated credit-impaired financial assets (i.e. assets
that are credit-impaired on initial recognition), the effective interest rate is the rate that exactly
discounts estimated future cash receipts (including all fees and points paid or received that form an
integral part of the effective interest rate, transaction costs and other premiums or discounts)
excluding expected credit losses, through the expected life of the debt instrument, or, where
appropriate, a shorter period, to the gross carrying amount of the debt instrument on initial
recognition. For purchased or originated credit-impaired financial assets, a credit-adjusted effective
interest rate is calculated by discounting the estimated future cash flows, including expected credit
losses, to the amortized cost of the debt instrument on initial recognition.

The amortized cost of a financial asset is the amount at which the financial asset is measured at
initial recognition minus the principal repayments, plus the cumulative amortization using the
effective interest method of any difference between that initial amount and the maturity amount,
adjusted for any loss allowance. The gross carrying amount of a financial asset is the amortized cost
of a financial asset before adjusting for any loss allowance.

Financial assets of the Group are mostly presented by cash and cash equivalents, trade accounts
receivable, interest-free loans issued.

Impairment of financial assets

The Group recognizes a loss allowance for expected credit losses on by cash and cash equivalents
and trade accounts receivable. The amount of expected credit losses is updated at each reporting
date to reflect changes in credit risk since initial recognition of the respective financial instrument.

The Group always recognizes lifetime ECL for trade receivables. The expected credit losses on these
financial assets are estimated using a provision matrix based on the Group’s historical credit loss
experience, adjusted for factors that are specific to the debtors, general economic conditions and an
assessment of both the current as well as the forecast direction of conditions at the reporting date,
including time value of money where appropriate.

For all other financial instruments, the Group recognizes lifetime ECL when there has been a
significant increase in credit risk since initial recognition. However, if the credit risk on the financial
instrument has not increased significantly since initial recognition, the Group measures the loss
allowance for that financial instrument at an amount equal to 12-month ECL.
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Lifetime ECL represents the expected credit losses that will result from all possible default events
over the expected life of a financial instrument. In contrast, 12-month 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.

Significant increase in credit risk

In assessing whether the credit risk on a financial instrument has increased significantly since initial
recognition, the Group compares the risk of a default occurring on the financial instrument at

the reporting date with the risk of a default occurring on the financial instrument at the date of initial
recognition. In making this assessment, the Group considers 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. Forward-looking information considered
includes the future prospects of the industries in which the Group’s debtors operate, obtained from
economic expert reports, financial analysts, governmental bodies, relevant think tanks and other
similar organizations, as well as consideration of various external sources of actual and forecast
economic information that relate to the Group’s core operations.

In particular, the following information is taken into account when assessing whether credit risk has
increased significantly since initial recognition:

o An actual or expected significant deterioration in the financial instrument’s external (if available)
or internal credit rating;

. Significant deterioration in external market indicators of credit risk for a particular financial
instrument, e.g. a significant increase in the credit spread, the credit default swap prices for
the debtor, or the length of time or the extent to which the fair value of a financial asset has
been less than its amortized cost;

o Existing or forecast adverse changes in business, financial or economic conditions that are
expected to cause a significant decrease in the debtor’s ability to meet its debt obligations;

o An actual or expected significant deterioration in the operating results of the debtor;
. Significant increases in credit risk on other financial instruments of the same debtor;

e An actual or expected significant adverse change in the regulatory, economic, or technological
environment of the debtor that results in a significant decrease in the debtor’s ability to meet its
debt obligation.

Definition of default

The Group considers the following as constituting an event of default for internal credit risk
management purposes as historical experience indicates that financial assets that meet either of
the following criteria are generally not recoverable:

. When there is a breach of financial covenants by the debtor; or

e Information developed internally or obtained from external sources indicates that the debtor is
unlikely to pay its creditors, including the Group, in full (without taking into account any
collateral held by the Group);

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

Measurement and recognition of expected credit losses

The measurement of expected credit losses is a function of the probability of default, loss given
default (i.e. the magnitude of the loss if there is a default) and the exposure at default.

The assessment of the probability of default and loss given default is based on historical data
adjusted by forward-looking information as described above. As for the exposure at default, for
financial assets, this is represented by the assets’ gross carrying amount at the reporting date.
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For financial assets, the expected credit loss is estimated as the difference between all contractual
cash flows that are due to the Group in accordance with the contract and all the cash flows that

the Group expects to receive, discounted at the original effective interest rate. The Group recognizes
an impairment gain or loss in profit or loss for all financial instruments with a corresponding
adjustment to their carrying amount through a loss allowance account.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. Loans and receivables (including interest-free loans issued, trade
accounts receivable and other current assets) are measured at amortized cost using effective
interest rate method, less any impairment.

Interest income is recognized by applying the effective interest rate, except for short-term
receivables when the effect of discounting is immaterial.

Cash and cash equivalents

Cash and cash equivalents include deposits with initial maturity of less than three months or deposits
on demand, cash on hand, cash on bank accounts and cash in transit.

Derecognition of financial assets

The Group derecognizes a financial asset only when the contractual rights to the cash flows from

the asset expire, or when it transfers the financial asset and substantially all the risks and rewards of
ownership of the asset to another entity. If the Group neither transfers nor retains substantially all
the risks and rewards of ownershi