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ndependent Auditors Repoart

To the Shareholders of “AMACO Ukraine” Limited Liability
Company

Report on the Audit of the Financial Statements

We have audited the financial statements of “AMACO Ukraine” Limited Liability Company
(the “Company”), which comprise the statement of financial position as at 31 December
2020, the statements of profit or loss and other comprehensive income, changes in equity
and cash flows for the year then ended, and notes, comprising significant accounting
policies and other explanatory information.

In our opinion, the accompanying financial statements present fairly, in all material
respects, the financial position of the Company as at 31 December 2020, and its financial
performance and its cash flows for the year then ended in accordance with International
Financial Reporting Standards (IFRS) and the requirements of the Ukrainian legislation on
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 Auditors’
Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Company in accordance with the International Ethics Standards Board
for Accountants International Code of Ethics for Professional Accountants (including
International Independence Standards) (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.
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Key Audit Matters Incorporating the Most Significant Risks of Material

Misstatements, Including Assessed Risk of Material Misstatements Due to Fraud

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the financial statements of the current period. These matters
were addressed in the context of our audit of the financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on these matters.

Revenue recognition

Please refer to the Notes 16 and 24 in the financial statements.

The key audit matter

How the matter was addressed in our audit

In accordance with ISA, there is
a presumed fraud risk relating to
revenue recognition.

We considered that this risk is
primarily focused on
appropriateness of cut-off on
transactions with customers due
to the volume of sales
recognised close to the year-
end and judgement as to
whether revenue recognition
criteria are met and in which
period.

Our audit procedures related to revenue recognition
included:

— Evaluating the design and implementation of key
internal controls over revenue recognition.

— Analysing the policy for recognition of revenue
from sales of products of the Company to
determine whether it appropriately reflects the
requirements of IFRS 15 Revenue from Contracts
with Customers on recognition of revenue from
satisfying performance obligations in the proper
period.

— Inspecting sale agreements, on a sample basis, to
understand the terms of delivery and assess
whether the revenue was recognised in
accordance with the requirements of IFRS 15
Revenue from Contracts with Customers on
recognition of revenue from  satisfying
performance obligations in the proper period.

— Comparing, on a sample basis, specific revenue
transactions and sales returns recorded near the
year-end with underlying primary documents to
determine whether revenue was recognised in
proper period.
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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 financial
statements and our auditors’ report thereon.

Our opinion on the 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 financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially
inconsistent with the 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

Financial Statements

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

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

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

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue
an auditors’ 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 financial statements.

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

— Identify and assess the risks of material misstatement of the 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
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higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

— 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 Company'’s internal control.

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

— 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 Company’s
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditors’ report to the related disclosures in
the 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
auditors’ report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

— Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the 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 communicate with them
all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, actions taken to eliminate threats or safeguards
applied.

From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the financial statements of the current
period and are therefore the key audit matters. We describe these matters in our auditors’
report unless law or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be communicated in
our report because the adverse consequences of doing so would reasonably be expected
to outweigh the public interest benefits of such communication.
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Report on Other Legal and Regulatory Requirements

Pursuant to the requirements of Article 14(4) of the Law of Ukraine on “Audit of the
Financial Statements and the Audit Activity” we provide the following information in our
Independent Auditors’ Report, which is required in addition to the requirements of ISAs.

Appointment of the Auditor and Period of Engagement

We were appointed by management on 17 February 2021 to audit the financial statements
of the Company as at and for the year ended 31 December 2020. Our total uninterrupted
period of audit engagements is six years, covering the years ended 31 December 2015 to
31 December 2020.

Provision of Non-audit Services

We declare that no prohibited non-audit services referred to in Article 6(4) of the Law of
Ukraine on “Audit of the Financial Statements and the Audit Activity” were provided.

In addition, for the period to which our statutory audit relates, we have not provided any
services to the Company in addition to the audit.

Additional Report to Those Charged with Governance

We confirm that our auditors’ report is consistent with the additional report we have
provided to thetheseeharged with governance of the Company.

[ s 7
ZKTIMI™ Ayuy

lneHT

ikaLiiiHuit kop,
032100

Registration No. 101451 in the Register of Auditors and Audit Organizations
Deputy Director

PJSC “KPMG Audit”

10 August 2021

Kyiv, Ukraine



“AMACO Ukraine” Limited Liability Company
Financial Statements as at and for the year ended 31 December 2020
Statement of financial position as at 3] December 2020

(in thousands of Ukrainian hryvnias) Notes 31 December 2020 31 December 2019

ASSETS

Non-current assets

Property, plant and equipment 5 85,203 55,484

Intangible assets 958 506

Investment property 9,037 9,037

Deferred tax assets 20 24,010 14,447

Lease assets 6 5,322 3,655

Non-current trade and other receivables 8 - 44,402
124,530 127,531

Current assets

Inventories 7 477,142 457,915
Trade and other receivables 8 154,778 251,496
Prepayments made 9 . 40,331 13,659
Taxes receivable 19,504 34
Cash and cash equivalents 10 150,579 12,835
Other current assets - 6,770
842,334 742,709
TOTAL ASSETS 966,864 870,240
EQUITY AND LIABILITIES
EQUITY
Charter capital 11 452,140 452,140
Additional paid-in capital 1,045 1,045
Retained earnings (accumulated deficit) 11 (374,030) (321,944)
TOTAL EQUITY 79,155 131,241
Non-current liabilities
Loans and borrowings 12 - 149,942
Non-current other payables 14 3,123 37,815
Long-term lease liabilities 6 2,906 1,938
6,629 189,695
Current liabilities
Loans and borrowings 12 261,709 162,590
Short-term lease liabilities 6 2,615 1,952
Trade and other payables 14 459,830 324,385
Contract liabilities 13 136,716 33,208
Taxes payable 192 7,383
Current Nions and accruals 15 20,018 19,786
- 881,080 549,304
887,709 738,999
966,864 A 870,240

Dmytro iorodly A@ﬁn{:‘cheva
General Director Chief Acéountant
10 August 2021 5

The accompanying notes form an integral part of these financial statements.



“AMACO Ukraine” Limited Liability Company
Financial Statements as at and for the year ended 31 December 2020
Statement of profit or loss and other comprehensive income for the year ended 31 December 2020

Dmytro %orodiy a Miro u)iheva
General Director Chief Ac ant

10 August 2021

The accompanying notes form an integral part of these financial statements.

(in thousands of Ukrainian hryvnias) Notes 2020 2019
Revenue 16 1,433,941 1,480,848
Cost of sales (1,210,488) (1,241,917)
Gross profit 223,453 238,931
Other income 17 5,013 9,174
General and administrative expenses 18 (67,240) (73,262)
Distribution expenses 19 (80,352) (78,792)
Other expenses (6,683) (2,434)
Impairment losses on trade and other
receivables 8 (14,453) (3,591)
Profit from operating activities 59,738 90,026
Finance income 4,176 3,838
Forex exchange (loss) gain (106,110) 100,431
Interest expenses (19,453) (27,504)
Net finance (costs) income (121,387) 76,765
(Loss) profit before income tax (61,649) 166,791
_ Income tax benefit (expense) 20 9,563 (27,829)
Net (loss) profit and total
comprehensive (loss) income for the
year - (52,086) 138,962




“AMACO Ukraine” Limited Liability Company
Financial Statements as at and for the year ended 31 December 2020
Statement of changes in equity for the year ended 31 December 2020

Retained

Additional earnings/

Charter paid-in (accumulated
(in thousands of Ukrainian hryvnias) capital capital deficit) Total
Balance as at 1 January 2019 452,140 1,045 (460,906) (7,721)

Total comprehensive income for the

year - - 138,962 138,962
Balance as at 31 December 2019 452,140 1,045 (321,944) 131,241
Total comprehensive loss for the year = . (52,086) (52,086)
Balance as December 2020 452,140 1,045 (374,030) 79,155

mytro B

10 August 2021

The accompanying notes form an integral part of these financial statements.

I

= - ; ."
L—/[( Nih, T 54 Anna Mironyc va’
General Director 7 Chief Accountant
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“AMACO Ukraine” Limited Liability Company
Financial Statements as at and for the year ended 31 December 2020
Statement of cash flows for the year ended 31 December 2020

(in thousands of Ukrainian hryvnias) Notes 2020 2019
Operating activities
(Loss) profit before income tax (61,649) 166,791
Adjustments for:
Depreciation and amortisation expenses 12,445 11,676
Write-down of inventories 7 11,815 -
Net loss on disposal of property, plant
and equipment 540 112
Interest income (4,176) (3,838)
Interest expense 19,453 27,504
Net foreign exchange loss (gain) 106,110 (100,431)
Impairment losses on trade and other
receivables 8 14,453 3,591
Impairment losses on prepayments made 9 ’ 328 -
Other adjustments (301) 1,189
Cash from operating activities before
changes in working capital 99,018 106,594
Change in inventories (31,042) (37,201)
Change in trade and other receivables 140,509 (169,195)
Change in prepayment made (27,019) 20,833
Change in taxes receivable and payable (26,661) 16,993
Change in trade and other payables 38,445 104,631
Change in contract liabilities 103,508 (1,828)
.Cash flows from operations before income
taxes paid 296,758 40,827
Income tax paid = %
Net cash from operating activities 296,758 40,827
Investing activities
Acquisition of property, plant and equipment
and other non-current assets (40,030) (26,027)
Proceeds from sale of property, plant and
equipment and other non-current assets
Repayments of loans granted 6,770 33,230
Loans granted - (17,520)
Interest received 1.873 1,550
Net cash used in investing activities (31,687) (8,767)

The accompanying notes form an integral part of these financial statements.
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(in thousands of Ukrainian hryvnias)
Financing activities

Proceeds from borrowings
Repayment of borrowings

Interest paid
Payment of lease liabilities

Net cash used in financing activities

Net increase (decrease) in cash and cash
equivalents

Effect of foreign exchange rate fluctuations
Cash and cash equivalents at 1 January

Cash and cash

=
Dmytro Bo‘tdiy

General Director

10 August 2021

“AMACO Ukraine” Limited Liability Company

Financial Statements as at and for the year ended 31 December 2020
Statement of cash flows for the year ended 31 December 2020

' (continued)

Notes 2020 2019
27,900 13,228

(134,518) (32,241)

(17,880) (15,518)

(3,173) (3,167)

(127,671) (37,698)

137,400 (5,638)

344 (1,099)

12,835 19,572

150,579 12,835

// |

Ann ironJcLeva
Chief Accountant

The accompanying notes form an integral part of these financial statements.
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“AMACO Ukraine” Limited Liability Company
Financial Statements as at and for the year ended 31 December 2020
Notes to the Financial Statements

Notes Page Notes Page
Contents ) 14. Trade and other accounts payable 23
1. Reporting entity 14 15. Current provisions and accruals 23
2. Basis of accounting 14 16. Revenue 24
3. Functional and presentation currency 15 17. Other income 24
4. Use of estimates and judgments 15 18. General and administrative expenses 24
5. Property, plant and equipment 17 19. Distribution expenses 25
6. Lease 17 20. Income tax expense 25
7 nventories 19 21. Contingencies 26
8. Trade and other receivables 19 22. Related party transactions 26
9. Prepayments made 71 23. Financial instruments and risk management 27
10. Cash and cash equivalents 71 24. Significant accounting policies 32
11. Equity 21 25. ile;;titgndards and interpretations not yet i
12. Loans and borrowings 22 26. Subsequent events 43
13. Contract liabilities 22

13



“AMACO Ukraine” Limited Liability Company
Financial Statements for the year ended 31 December 2020
Notes to the Financial Statements

1. Reporting entity

(a) Organisation and operations

Limited Liability Company “AMACO Ukraine” (the “Company”) was established in 1992 under the
laws of Ukraine.

The ownership structure of the Company is as follows:

31 December 2020 31 December 2019
American Machinery Company Limited (Isle of Man) 98.7% 98.7%
Mr. Saad A.Al.Khorayef (Saudi Arabia) 1.3% 1.3%
Total 100.0% 100.0%

The Company is ultimately controlled by two members of Al.Khorayef family, who have the power
to direct the transactions of the Company at their own discretion and for their own benefit. None of
them can direct the Company at his own discretion individually.

The principal operations of the Company are distribution of agricultural machinery and spare parts
supported by services and consulting.

The principal place of business of the Company is located at the following address: 2, Brovarska
street, Prolisky village, Kyivska oblast, Ukraine.

(b) Business environment

The Company performs its operations predominantly in Ukraine. Accordingly, business activity of
the enterprise is affected by Ukraine’s economy and financial markets that demonstrate
characteristics of an emerging market. The political and economic situation in Ukraine has been
subject to significant turbulence in recent years. Legal, tax and administrative systems continue to
evolve but are subject to the risk of ambiguity in the interpretation of their requirements, which (the
requirements) are also subject to frequent changes, which in combination with other legal and fiscal
barriers creates additional problems for businesses doing business in Ukraine. In addition, the armed
conflict in certain parts of Lugansk and Donetsk regions, which started in spring 2014, has not been
resolved and part of the Donetsk and Lugansk regions remains under control of the self-proclaimed
republics, and Ukrainian authorities are not currently able to fully enforce Ukrainian laws on this
territory. Various events in March 2014 led to the accession of the Republic of Crimea to the Russian
Federation, which was not recognised by Ukraine and many other countries. Consequently,
operations in the country involve risks that do not typically exist in other markets. COVID-19
coronavirus pandemic has further increased uncertainty in the business environment.

Whilst management believes it is taking appropriate measures to support the sustainability of the
Company’s business in the current circumstances, current unstable business environment could
negatively affect the Company’s results and financial position in a manner not currently
determinable. These financial statements reflect management’s current assessment of the impact of
the Ukrainian business environment on the operations and the financial position of the Company.
The future business environment may differ from management’s assessment.

2. Basis of accounting

(a) Statement of compliance

These financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) and the requirements of the legislation of Ukraine on financial reporting.

14



“AMACO Ukraine” Limited Liability Company
Financial Statements as at and for the year ended 31 December 2020
Notes to the Financial Statements

(b) Basis of measurement

The financial statements have been prepared on the historical cost basis except for investment
property that has been measured at its fair value.

3. Functional and presentation currency

The national currency of Ukraine is the Ukrainian hryvnia (“UAH”), which is the functional currency
of the Company and the currency in which these financial statements are presented.

All financial information presented in UAH has been rounded to the nearest thousands, except when
otherwise indicated.

The principal UAH exchange rates used in the preparation of these financial statements are as

follows:
Reporting date 31 December 2020 31 December 2019
UAH/EUR 34.74 26.42
UAH/USD 28.28 23.69

4. Use of estimates and judgments

The preparation of financial statements in conformity with IFRSs requires management to make
judgments, estimates and assumptions that affect the application of accounting policies and
the reported amounts of assets, liabilities, income and expenses. Actual results may differ from those
estimates. Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimates are revised and in any future
periods affected.

Information about critical judgments in applying accounting policies that have the most significant
effect on the amounts recognised in the financial statements is as follows:

o Net realisable value of inventory. Management estimates the necessity of write down of
inventory to its net realisable value taking into consideration selling prices subsequent to
the period end, the physical condition of inventories and the purpose for which inventory is held.
Should the cost of inventory not be fully recoverable, the Company would be required to record
expenses to adjust inventory to net realisable value (refer to Note 7).

e Recognition of deferred tax assets. Management estimates an availability of future taxable profit
against which carry-forward tax losses can be used. A deferred tax asset is recognised for unused
tax losses, tax credits and deductible temporary differences, to the extent that it is probable that
future taxable profits will be available against which they can be utilised. Deferred tax assets are
reviewed at each reporting date and are reduced to the extent that it is no longer probable that
the related tax benefit will be realised (refer to Note 20).

o Presentation of participants’ interests in charter capital. The Company was incorporated as
a limited liability company, implying that each of the participants has a legally enforceable right
to claim the withdrawal of its interest from the Company. In this case, the Company is obligated
to repay the amount of such interest within twelve months after the date of the claim.

The amendment Puttable Financial Instruments and Obligations Arising on Liquidation to
IAS 32 Financial Instruments: Presentation and 1AS 1 Presentation of Financial Statements
require participants' interests in limited liability companies to be classified as equity, rather than
liabilities, if, along with other criteria, the total expected cash flows attributable to the instrument
over the life of the instrument are based substantially on the profit or loss, change in
the recognised net assets or change in the fair value of the recognised and unrecognized net assets
over the life of the instrument, and there are no other instruments issued that have cash flows

15
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Financial Statements as at and for the year ended 31 December 2020
Notes to the Financial Statements

based substantially on the above items or restrict or fix the residual return to the puttable
instrument holders. Although the exercise price for puttable instruments is based on
the Company’s statutory financial statements, management believes that the difference between
the IFRS and statutory financial statements are temporary and expected to converge over time.
Consequently, in the view of management, the above criteria are met. Management concluded
that the participants’ interests in the Company comply with all criteria for recognition of equity
instruments under IFRS and as such are presented as equity as at 31 December 2020 and 2019.

o  Measurement of ECL allowance for trade accounts receivable and contract assets — Notes §,
23(b), and 24(j)(1).
Measurement of fair values

A number of the Company’s accounting policies and disclosures require the measurement of fair
values, for both financial and non-financial assets and liabilities.

When measuring the fair value of an asset or a liability, the Company uses market observable data
as far as possible. Fair values are categorised into different levels in a fair value hierarchy based on
the inputs used in the valuation techniques as follows:

e Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities;

e Level 2: inputs other than quoted prices included in Level 1 that are observable for the asset or
liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices);

e Level 3: inputs for the asset or liability that are not based on observable market data
(unobservable inputs).

If the inputs used to measure the fair value of an asset or a liability might be categorised in different
levels of the fair value hierarchy, then the fair value measurement is categorised in its entirety in
the same level of the fair value hierarchy as the lowest level input that is significant to the entire
measurement.

The Company recognises transfers between levels of the fair value hierarchy at the end of
the reporting period during which the change has occurred.

There were no transfers between levels of the fair value hierarchy during the years ended
31 December 2020 and 2019.

Further information about the assumptions made in measuring fair values is included in Note 23(e).

16



“AMACO Ukraine” Limited Liability Company
Financial Statements as at and for the year ended 31 December 2020
Notes to the Financial Statements

Property, plant and equipment

Machinery
and Construction
(in thousands of Ukrainian hryvnias) Buildings equipment Vehicles Other  in progress Total
Cost
At 31 December 2018 47,384 4,640 32,399 23,493 1,963 109,879
Additions - 1,144 - 2,010 22,440 25,594
Internal transfers 1,797 4 659 27 (2,487) -
Disposals - (24) - (569) - (593)
At 31 December 2019 49,181 5,764 33,058 24,961 21,916 134,880
Additions - 17,126 874 2,349 18,981 39,330
Internal transfers 31,930 265 46 175 (32,416) -
Disposals (15) (58) ®77)  (2,395) - (3,345)
At 31 December 2020 81,096 23,097 33,101 25,090 8,481 170,865
Accumulated depreciation and
impairment losses
At 31 December 2018 (25,820) (2,869)  (21,785)  (20,487) - (70,961)
Depreciation for the year (2,989) (702) (2,603)  (2,622) - (8,916)
Disposals - 12 - 469 - 481
At 31 December 2019 (28,809) (3,559) (24,388)  (22,640) - (79,396)
Depreciation for the year (3,129) (1,152) (2,537)  (2,253) - 9,071)
Disposals 12 50 359 2,384 - 2,805
At 31 December 2020 (31,926) (4,661)  (26,566)  (22,509) - (85,662)
Net book value
At 31 December 2018 21,564 1,771 10,614 3,006 1,963 38,918
At 31 December 2019 20,372 2,205 8,670 2,321 21,916 55,484
At 31 December 2020 49,170 18,436 6,535 2,581 8,481 85,203

Depreciation expenses for the year ended 31 December 2020 of UAH 116 thousand were allocated
to cost of sales (2019: UAH 69 thousand), UAH 4,157 thousand to general and administrative
expenses (2019: UAH 3,500 thousand) and UAH 4,798 thousand to distribution expenses (2019:
UAH 5,347 thousand).

Lease

The Company leases offices, warehouses and land. The leases, except for land, typically run for a
period less than 3 years, with an option to renew the lease after that date. Lease payments are
renegotiated every year to reflect market rentals.

17



“AMACO Ukraine” Limited Liability Company
Financial Statements as at and for the year ended 31 December 2020
Notes to the Financial Statements

Information about leases for which the Company is a lessee is presented below.

(i)  Right-of-use assets

(in thousands of Ukrainian hryvnias) Buildings Land Total
Balance at 1 January 2019 4,532 141 4,673
Depreciation charge for the year (2,626) 3) (2,629)
Additions to right-of-use assets 1,611 - 1,611
(in thousands of Ukrainian hryvnias) Buildings Land Total
(continued)

Balance at 31 December 2019 3,517 138 3,655
Depreciation charge for the year (3,119) (6) (3,125)
Disposals of right-of-use assets - (132) (132)
Modification of right-of-use assets 775 - 775
Additions to right-of-use assets 4,149 - 4,149
Balance at 31 December 2020 5,322 - 5,322

Depreciation expenses for the year ended 31 December 2020 of UAH 3,125 thousand have been
charged to general and administrative expenses (2019: UAH 2,629 thousand).

(ii)  Lease liabilities

(in thousands of Ukrainian hryvnias) Buildings Land Total
Balance at 1 January 2019 (4,640) (161) (4,801)
Interest expenses for the year (623) (22) (645)
Payments for the year 3,143 24 3,167
Additions to lease liabilities (1,611) - (1,611)
Balance at 31 December 2019 (3,731) (159) (3,890)
Interest expenses for the year (563) - (563)
Payments for the year 3,163 10 3,173
Additions to lease liabilities (4,149) - (4,149)
Disposals of lease liabilities - 149 149
Modification of lease liabilities (241) - (241)
Balance at 31 December 2020 (5,521) - (5,521)

Lease liabilities as at 31 December 2020 is separated into long-term lease liabilities of
UAH 2,906 thousand and short-term lease liabilities of UAH 2,615 thousand (31 December 2019:
UAH 1,938 thousand and UAH 1,952 thousand, respectively).

The Company also leases several municipal land plots. In accordance with IFRS 16, variable
payments that are independent of an index or rate, ie do not reflect changes in market rental rates,
should not be included in the calculation of the lease liability. Regarding the lease of municipal land
plots, where the lease payments are based on the cadastral value of the land plot and do not change
until the next potential revision of this value or payments (or both) by the authorities, the Company
has determined that such lease payments are neither variable (which depend on any index or rate or

18



“AMACO Ukraine” Limited Liability Company
Financial Statements as at and for the year ended 31 December 2020
Notes to the Financial Statements

reflect changes in market lease rates) nor are they substantially fixed, and therefore these payments
are not included in the lease liability estimate.

The future cash outflows to which the Company is potentially exposed that are not reflected in the
measurement of lease liabilities are as follows:

(in thousands of Ukrainian hryvnias)

2020 2019
Less than one year 1,122 1,122
Between one and five years 4,489 4,489
More than five years 34,455 35,596
Total 40,066 41,207

Inventories

(in thousands of Ukrainian hryvnias) 31 December 2020 31 December 2019

Goods for resale 442,920 410,560
Goods in transit 31,186 44,063
Raw materials 3,036 3,292

477,142 457,915

During the year ended 31 December 2020, inventory write-down was made by the Company in the
amount of UAH 11,815 thousand (2019: no inventory write-downs).

Trade and other receivables

(in thousands of Ukrainian hryvnias) 31 December 2020 31 December 2019

Non-current trade and other receivables

Trade accounts receivable due from third parties, net - 44,402

Total non-current trade and other receivables - 44,402

Current trade and other receivables

Trade accounts receivable due from third parties, net 138,845 226,086
Trade accounts receivable due from related parties (Note 22 (b)) 1,863 13,279
Warranty reimbursement receivables 11,084 10,863
Other receivables 2,986 1,268
Total current trade and other receivables 154,778 251,496

154,778 295,898

As at 31 December 2020, non-current and current trade receivables due from third parties in total
amount of UAH 44,882 thousand (2019: UAH 89,066 thousand) represent trade receivables with
financing component for machinery sold. Payments are paid by the customer according to the
schedule with last payment in November 2021. The amount of the Company’s remuneration is 3.9%
to be paid in a half year arrears. In 2020, the Company recognised related interest income in amount
of UAH 2,603 thousand as finance income (2019: UAH 2,288 thousand).
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Impairment losses

The credit quality of trade and other receivables as at 31 December is as follows:

(in thousands of Ukrainian hryvnias)
31 December 2020 31 December 2019

Not credit  Credit- Loss Carrying Not credit Credit- Loss Carrying
impaired impaired allowance amount impaired impaired allowance amount

Not past due 90,246 - (108) 90,138 235,631 - (1,852) 233,779
Past due:

0-3 months 58,475 - (1,241) 57,234 35,695 - (760) 34,935
3-12 months - 12,194 (4,788) 7,406 - 15,947 (2,992) 12,955
More than 1 year - 24,304 (24,304) - - 26,124 (11,895) 14,229

148,721 36,498 (30,441) 154,778 271,326 42,071 (17,499) 295,898

For current receivables expected credit losses were calculated based on lifetime expected-credit
losses model, for non-current trade receivables with financing component — based on
12-month expected-credit losses model as the credit risk has not increased significantly from their
initial recognition.

For circumstances considered by the Company in order to assess a financial asset as credit-impaired
refer to Note 24(j)(1).

During the year ended 31 December movements in allowance for impairment for trade and other
receivables were as follows:

(in thousands of Ukrainian hryvnias)

2020 2019
Balance as at 1 January 17,499 15,441
Increase in allowance 14,453 3,591
Write-offs (1,511) (1,533)
Balance as at 31 December 30,441 17,499

The Company’s exposure to credit risk and impairment losses related to trade and other receivables
is disclosed in Note 23(b)(ii).

For transactions with related parties refer to Note 22.
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Prepayments made

(in thousands of Ukrainian hryvnias) 31 December 2020 31 December 2019
Prepayments made 41,310 14,310
Allowance for impairment 979) (651)

40,331 13,659

During the year ended 31 December movements in allowance for impairment for prepayments made
were as follows:

(in thousands of Ukrainian hryvnias) 2020 2019
Balance as at 1 January 651 8,582
Increase in allowance 328 -
Write-offs - (7,931)
Balance as at 31 December 979 651

Cash and cash equivalents

(in thousands of Ukrainian hryvnias) 31 December 2020 31 December 2019
Cash in local currency 150,232 12,768
Cash in foreign currency 347 67

150,579 12,835

The Company’s exposure to credit and currency risks related to cash and cash equivalents is disclosed
in Note 23.

Equity

Charter capital

Participants in a limited liability company have voting, profit distribution, and capital repayment
rights proportionally to the size of their contribution to the charter capital, including the right of
unilateral withdrawal of their share of the company’s assets.

Retained earnings

In accordance with the Ukrainian legislation, entities can distribute all profits as dividends or transfer
them to reserves as specified in their charters. Subsequent use of amounts transferred to reserves may
be legally restricted; amounts transferred to reserves typically must be used for the purpose
designated when the transfer is made. Profit distributions by the Company are normally only declared
from current or retained earnings as shown in the financial statements and not out of amounts
previously transferred to reserves.

Capital management

The Company has no formal policy for capital management but management seeks to maintain
a sufficient capital base for meeting the Company’s operational and strategic needs, and to maintain
confidence of market participants. This is achieved with efficient cash management, constant
monitoring of Company’s revenues and EBITDA, and long-term investment plans. With these
measures the Company aims for steady growth. There were no changes in capital management policy
during the year ended 31 December 2020.
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12. Loans and borrowings

As at the end of the reporting years, the terms and debt repayment schedule of loans and borrowings
are as follows:

Year of Carrying
(in thousands of Ukrainian hryvnias) maturity Effective rate Currency value
31 December 2020
Current liabilities
Due to related party 2021 2.74%  USD 261,709
Total current loans and borrowings 261,709
Total 261,709
31 December 2019
Non-current liabilities
Due to related party 2021 9.41% USD 149,942
Total non-current loans and borrowings 149,942
Current liabilities
Ukrainian bank in local currency 2020 14.9% UAH 8,000
Ukrainian bank in foreign currency 2020 5.58% EUR 4,235
Due to related party 2020 9.41% USD 150,355
Total current loans and borrowings 162,590
Total 312,532

As at 31 December 2020, loan in amount of UAH 82,974 thousand due to related party was overdue
and payable on demand (31 December 2019: UAH 102,917 thousand).

As at 31 December 2020, the Company had undrawn UAH 67,306 thousand (equivalent of
USD 2,380 thousand) of credit line facility, which matures in July 2022 (31 December 2019:
UAH 46,478 thousand, equivalent USD 1,962 thousand).

As at 31 December 2019, guarantee granted by National Commercial Bank, a legal entity registered
and operating under the laws of Saudi Arabia, with a total carrying amount of
USD 2,500 thousand is issued to secure the Company’s obligations under loans and borrowings due
to Ukrainian bank.

The Company’s exposure to interest rate, currency and liquidity risks related to loans and borrowings
is disclosed in Note 23.

The balances and transactions with related parties are disclosed in Note 22.

13. Contract liabilities

As at 31 December 2020 and 2019, the contract liabilities primarily relate to the advance
consideration received from domestic customers for dispatching of machinery and spare parts, which
is expected to occur over the next year. The amount of UAH 33,208 thousand recognised in contract
liabilities at the beginning of the year has been recognised as revenue for the year ended
31 December 2020.
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14. Trade and other accounts payable

(in thousands of Ukrainian hryvnias) 31 December 2020 31 December 2019
Non-current other accounts payable

Other payables due to related parties 3,723 37,815
Total non-current other accounts payable 3,723 37,815

Current trade and other accounts payable

Trade accounts payable due to third parties 272,284 227,152
Trade accounts payable due to related parties 42,230 36,720
Other payables due to related parties 128,874 52,558
Other payables 16,442 7,955
Total current trade and other accounts payable 459,830 324,385
Total 463,553 362,200

As at 31 December 2020, other payables due to related parties represent payables with carrying value
of UAH 118,894 thousand thousand (EUR 3,422 thousand) (31 December 2019: UAH 90,373
thousand or EUR 3,455 thousand) for irrevocable documentary commercial letter of credit opened
with a foreign bank and payable by related party in favour of the Company’s supplier. Under the
arrangement, the bank agrees to pay amounts to the supplier in respect of invoices owed by the
Company and receives settlement from the related party at a later date. From the Company’s
perspective, the arrangement extends payment terms beyond the normal terms. The Company incurs
additional interest towards the related party on the amounts due.

These payables are payable according to the schedule with last payment due in December 2021. The
amount of the related party’s remuneration is 3.9% of the value of the letter of credit to be paid in
February 2022. As at 31 December 2020, UAH 69,103 thousand (EUR 1,989 thousand) is overdue
(31 December 2019: UAH 17,518 thousand (EUR 663 thousand)).

The Company discloses the amounts factored by suppliers within trade and other payables because
the nature of the financial liability remain the same as those of other trade payables..

Other payables due to related parties with carrying amount of UAH 14,000 thousand represent
interest free unsecured financial aid.

The Company’s exposure to currency and liquidity risks related to trade and other accounts payable
is disclosed in Note 23. The balances and transactions with related parties are disclosed in Note 22.

15. Current provisions and accruals

(in thousands of Ukrainian hryvnias) 31 December 2020 31 December 2019
Warranty provision 11,084 10,861
Unused vacation 8,934 8,925

20,018 19,786
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16. Revenue

(in thousands of Ukrainian hryvnias) 2020 2019
Revenue from machinery sale 839,916 844,098
Revenue from spare parts sale 563,668 596,570
Revenue from services 29,685 39,609
Other 672 571
Total revenue from contracts with customers 1,433,941 1,480,848

Majority of the Company’s revenues is earned in Ukraine.

17. Other income

(in thousands of Ukrainian hryvnias) 2020 2019
Inventories received free of charge 2,349 1,886
Rent income 1,320 1,513
Write-off trade and other accounts payable 641 4,729
Penalties 482 45
Other 221 1,001

5,013 9,174

18. General and administrative expenses

(in thousands of Ukrainian hryvnias) 2020 2019
Salaries and related charges 40,502 38,305
Depreciation 7,282 6,260
Utilities, office supply 3,677 3,870
Professional services 2,712 6,113
Repairs and maintenance 2,654 3,274
Security services 2,594 1,897
Fuel 1,462 2,275
Other taxes 1,278 1,451
Lease payments not included in the measurement of lease liabilities 1,266 3,357
Bank charges 979 929
Business trips 351 2,160
Other 2,483 3,371

67,240 73,262

In 2020, total employee benefits comprised UAH 103,459 thousand (2019: UAH 91,286 thousand)
and are mainly charged to general and administrative expenses and distribution expenses.
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19. Distribution expenses

(in thousands of Ukrainian hryvnias) 2020 2019
Salaries and related charges 62,779 52,010
Depreciation 4,798 5,347
Advertising and marketing 4,293 6,629
Fuel 3,183 5,432
Repairs and maintenance 1,876 4,115
Business trips 959 2,793
Other 2,464 2,466

80,352 78,792

20. Income tax benefit (expense)
The applicable income tax rate for the Company is 18%.

Income tax benefit (expense) for the years ended 31 December is as follows:

(in thousands of Ukrainian hryvnias) 2020 2019
Current tax expense - -
Deferred tax benefit (expense) 9,563 (27,829)
Total income tax benefit (expense) 9,563 (27,829)

(a) Reconciliation of effective tax rate

The difference between the total expected income tax benefit (expense) computed by applying the
statutory income tax rate in Ukraine to the (loss) profit before taxation and the reported income tax
benefit (expense) is as follows:

(in thousands of Ukrainian hryvnias) 2020 % 2019 %
(Loss)/Profit before income tax (61,649) 100% 166,791 100%
Income tax benefit (expense) at applicable tax rate 11,097 18.0% (30,022) (18.0%)
(Non-deductible) non-taxable items (1,534) (2.5%) 2,193 1.3%
Effective income tax benefit (expense) 9,563 15.5% (27,829) (16.7%)
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(b) Recognised deferred tax assets

Recognised deferred tax assets as at 31 December are attributable to the following:

Assets Liabilities Net

(in thousands of Ukrainian hryvnias) 2020 2019 2020 2019 2020 2019
Inventories 9,912 9,731 - - 9,912 9,731
Trade and other receivables 6,708 2,717 - - 6,708 2,717
Prepayments made 175 117 - - 175 117
Property, plant and equipment 149 - - “4) 149 4)
Trade and other payables - - (184) (556) (184) (556)
Investment property - - (1,627) (1,627) (1,627) (1,627)
Contract liability - 707 (303) - (303) 707
Current provisions - 1,428 - - - 1,428
Other - 249 - - - 249
Tax losses carried forward (do not

expire under current legislation) 9,180 1,685 - - 9,180 1,685
Deferred tax assets/ (liabilities) 26,124 16,634 2,114) (2,187) 24,010 14,447

All movements in recognised deferred tax assets (liabilities) are recognised in profit or loss.

21. Contingencies
(a) Litigations

The Company is subject to legal actions and complaints in its ordinary course of business.
Management believes that it is unlikely that a significant settlement or loss of assets will arise out of
such lawsuits and no respective provision is required in the Company’s financial statements as at
the reporting dates.

(b) Taxation contingencies

The Company performs most of its operations in Ukraine and therefore within the jurisdiction of the
Ukrainian tax authorities. The Ukrainian tax system can be characterized by numerous taxes and
frequently changing legislation which may be applied retroactively, open to wide interpretation and
in some cases are conflicting. Instances of inconsistent opinions between local, regional, and national
tax authorities and between the Ministry of Finance and other state authorities are not unusual. Tax
declarations are subject to review and investigation by a number of authorities that are enacted by
law to impose severe fines, penalties and interest charges. A tax year remains open for review by
the tax authorities during the three subsequent calendar years, however under certain circumstances
a tax year may remain open longer.

These facts create tax risks substantially more significant than typically found in countries with more
developed systems. Management believes that it has adequately provided for tax liabilities based on
its interpretation of tax legislation, official pronouncements and court decisions. However,
the interpretations of the relevant authorities could differ and the effect on these financial statements,
if the authorities were successful in enforcing their interpretations, could be significant.

22. Related party transactions

The Company performs transactions with related parties in the ordinary course of business. Parties
are considered to be related if one party has the ability to control the other party or exercise significant
influence over the other party when making financial and operational decisions. Related parties
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comprise the participant, companies that are controlled or significantly influenced by the participants,
key management personnel of the Company, their close family members. Prices for related party
transactions are determined on an ongoing basis and may differ from market terms.

(a) Transactions with key management personnel

Remuneration to key management personnel for the year ended 31 December 2020 is represented by
salaries and bonuses payable in cash amounting to UAH 9,912 thousand (2019:
UAH 5,267 thousand).

The key management personnel are those having authority and responsibility for planning, directing
and controlling the activities of the Company.

(b) Transactions and balances with entities under common control

The balances with entities under common control as at 31 December are shown at their carrying
values and are as follows:

(in thousands of Ukrainian hryvnias) 31 December 2020 31 December 2019
Assets
Trade and other accounts receivable (Note 8) 1,863 13,279
Loans granted to related party - 6,770
1,863 20,049
Liabilities
Loans and borrowings (Note 12) (261,709) (300,297)
Trade and other accounts payable (Note 14) (174,827) (127,093)
(436,536) (427,390)

Transactions with entities under common control for the years ended 31 December are as follows:

(in thousands of Ukrainian hryvnias) 2020 2019
Revenue 13,212 17,007
Other income 296 -
Purchases (79,350) (142,048)
Foreign exchange (loss)/gain (70,616) 54,471
Interest expense (15,035) (26,838)

Balances with entities under common control are not secured.

Trade and other receivables and payables are to be settled in cash. The terms and debt repayment
schedule of loans are disclosed in Note 12.

23. Financial instruments and risk management
(a) Overview
The Company has exposure to the following risks from its use of financial instruments:
e Credit risk;
e Liquidity risk;
e Market risk.

This note presents information about the Company’s exposure to each of the above risks, the
Company’s objectives, policies and processes for measuring and managing risk, and the Company’s
management of capital. Further quantitative disclosures are included throughout these financial
statements.
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Risk management framework

Management has overall responsibility for the establishment and oversight of the Company’s risk
management framework. The Participant oversees how management monitors compliance with risk
management policies and procedures and reviews the adequacy of the risk management framework
in relation to the risks.

The Company’s risk management policies are established to identify and analyse the risks faced by
the Company to set appropriate risk limits and controls, and to monitor risks and adherence to limits.
Risk management policies and systems are reviewed regularly to reflect changes in market conditions
and the Company’s activities.

(b) Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial
instrument fails to meet its contractual obligations, and arises principally from receivables from
customers.

(i)  Exposure to credit risk

The maximum exposure to credit risk is represented by the carrying amount of each financial asset
in the statement of financial position.

(ii) Trade and other accounts receivable

The Company’s exposure to credit risks is influenced mainly by the individual characteristics of each
customer. In monitoring customer credit risk, the Company separates customers that are part of the
big agroholdings and have specific contract terms as individually significant customers.

Usually, the Company does not require collateral in respect of trade and other receivables.

The Company establishes an allowance for impairment that represents its estimate of expected credit
losses in respect of trade and other receivables. The main component of this allowance is a specific
loss component that relates to collectively assessed exposures.

No customer comprises more than 10% from the total revenue of the Company for the year ended
31 December 2020 (2019: one customer which comprises 10.3% from the total revenue).

For individually significant customers the Company applied general approach in measurement of
ECL that includes the following key inputs:

e probability of default (PD);
e loss given default (LGD); and
e exposure at default (EAD).

The Company measured ECL for current receivables as lifetime ECLs and for receivables with
significant financing component as 12-months ECLs, if no significant increase of credit risk took
place from their initial recognition. Lifetime ECL is calculated by multiplying the lifetime PD by
LGD and EAD and 12-months — by multiplying the 12-months PD by LGD and EAD.

As at 31 December 2020, from the total amount of trade and other receivables UAH 71,914 thousand
(2019: UAH 166,477 thousand) represent individually assessed debtors, for the remaining debtors
Company applied collective matrix approach.

PD for individually significant debtors was assessed by transforming key financial ratios of the
debtors into PD based on information recently published by Moody’s. The majority of individually
assessed debtors was located in Ukraine and their credit rating was assessed as medium credit risk.
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EAD represents the expected exposure in the event of a default. The Company derives the EAD from
the current exposure to the counterparty and potential changes to the current amount allowed under
the contract and arising from amortisation. The EAD of a financial asset is its gross carrying amount
at the time of default.

For other individually non-significant customers, the Company uses an allowance matrix to measure
the ECLs of trade and other receivables from individual customers, which comprise a large number
of small balances. Loss rates are calculated using a ‘roll rate’ method based on the probability of a
receivable progressing through successive stages of delinquency to write-off. Loss rates are based on
actual credit loss experience over the past 3 years.

Trade receivables with a contractual amount of UAH 1,511 thousand were written off during 2020
as uncollectible (2019: UAH 1,533 thousand).

For circumstances considered by the Company in order to assess a financial asset as credit-impaired
refer to Note 24 (j)(ii).

(iii) Cash and cash equivalents

The Company held cash and cash equivalents of UAH 150,579 thousand at 31 December 2020
(31 December 2019: UAH 12,835 thousand), which represents its maximum credit exposure on these
assets. As at 31 December 2020 and 2019 all cash and cash equivalents balances were held within
Ukrainian banks not rated by the international rating agencies. Nevertheless, these Ukrainian banks
are the part of the international financial groups. As at 31 December 2020, majority of the balances
are held with Ukrsibbank. As at 31 December 2020 and 2019, cash and cash equivalents are neither
impaired nor past due and have low credit risk (Stage 1 of credst risk).

(¢) Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations
associated with its financial liabilities that are settled by delivering cash or another financial asset.
The Company’s approach to managing liquidity is to ensure, as far as possible, that it will always
have sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions,
without incurring unacceptable losses or risking damage to the Company’s reputation.

The Company ensures that it has sufficient cash on demand to meet expected operational expenses,
including the servicing of financial obligations.
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The contractual maturities of non-derivative financial liabilities including estimated interest
payments are as follows:

(in thousands of Ukrainian hryvnias) Carrying Contractual Less than 1 From1to5
amount cash flows year and years
overdue

31 December 2020

Loans and borrowings 261,709 262,610 262,610 -
Trade and other accounts payable 463,553 464,322 459,830 4,492
Lease liabilities 5,521 5,920 3,008 2,912
730,783 732,852 725,448 7,404

(in thousands of Ukrainian hryvnias) Less than 1
Carrying Contractual year and From1to5
amount cash flows overdue years

31 December 2019

Loans and borrowings 312,532 321,365 156,663 164,702
Trade and other accounts payable 362,200 364,213 324,385 39,828
Lease liabilities 3,890 4,299 2,703 1,596

678,622 689,877 483,751 206,126

Contractual cash flows in the table above are based on the contractual maturities of underlying
financial instruments.

(d) Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates
and equity prices will affect the Company’s income or the carrying value of its financial instruments.
The objective of market risk management is to manage and control market risk exposures within
acceptable parameters, while optimising the return. The Company’s exposure to applicable market
risks is presented below.

(i) Currency risk

The Company is primarily exposed to currency risk through loans and borrowings, trade accounts
receivable and payable, cash and cash equivalents denominated in USD and EUR.

Exposure to currency risk

The Company is exposed to currency risk to the extent that there is a mismatch between currencies
in which sales, purchases and borrowings are denominated and UAH. The Company has primary
exposure to the USD and EUR exchange rate fluctuations.

In respect of monetary assets and liabilities denominated in foreign currencies, the Company’s policy
is to ensure that its net exposure is kept to an acceptable level by buying or selling foreign currencies
at spot rates when necessary to address short-term imbalances.

The exposure to foreign currency risk is as follows:

(in thousands of Ukrainian hryvnias) 31 December 2020 31 December 2019
EUR USD EUR USD

Assets

Trade and other accounts receivable 5,736 - 11,818 -

Cash and cash equivalents 347 - 67 -
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Liabilities

Loans and borrowings - (261,709) (4,235) (300,297)
Trade and other accounts payable (199,045) (73,703) (183,234) (48,669)
Net short position (192,962) (335,412) (175,584) (348,966)

Sensitivity analysis

A change of UAH exchange rates, as indicated below, against the EUR and USD at the reporting
dates would have decreased or increased the Company’s net profit or loss and equity by the amounts
presented below. This analysis is based on foreign currency exchange rate variances that the
Company considered to be reasonably possible at the end of each reporting period. The analysis
assumes that all other variables, in particular interest rates, remain constant.

Effect on net profit or loss and
equity

(in thousands of Ukrainian hryvnias) Change of foreign currency rate

Decrease of net
loss/Increase of
net profit and

Increase of net
loss/ Decrease of
net profit and

Increase Decrease equity equity
31 December 2020
EUR 10% -10% (15,823) 15,823
USD 10% -10% (27,504) 27,504
31 December 2019
EUR 10% -10% (14,398) 14,398
USD 10% -10% (28,615) 28,615

Interest rate risk

Changes in interest rates impact primarily loans and borrowings, other payables to related party and
trade accounts receivable by changing either their fair value (fixed rate debt) or their future cash
flows (variable rate debt). At the time of raising new borrowings management uses its judgment to
decide whether it believes that a fixed or variable rate would be more favourable to the Company
over the expected period until maturity. The information about maturity dates and interest rates of
loans and borrowings is disclosed in Note 12, other payables to related party — in Note 14 and trade
receivables — in Note 8.

As at 31 December the interest rate profile of the Company’s interest bearing financial instruments
was as follows:

(in thousands of Ukrainian hryvnias)

31 December 2020 31 December 2019

Fixed rate instruments

Loans due to Ukrainian bank - 8,000
Other payables due to related party 118,894 90,373
Trade accounts receivable due from third parties, net 44,882 89,066
Variable rate instruments

Borrowings due to related party 261,709 300,297
Ukrainian leasing company - 4,235

The Company does not account for any financial instruments as fair value through profit or loss or
fair value through other comprehensive income. Therefore a change in interest rates at the reporting
dates would not have any effect on profit or loss or on equity. Reasonably possible changes in interest
rates will not have a significant impact on profit or loss.
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Fair values

As at 31 December 2020 and 2019 the fair values of all financial assets and liabilities are estimated
to approximate their carrying values due to their short-term nature and/or market interest rates at
period end.

Reconciliation of movements of liabilities to cash flows arising from financing activities (loans
and borrowings)

(in thousands of Ukrainian hryvnias)

2020 2019
Balance at 1 January 312,532 377,727
Changes from financing cash flows
Proceeds from borrowings 27,900 13,228
Repayment of borrowings (134,518) (32,241)
Interest paid (17,880) (15,518)
Total changes from financing cash flows (124,498) (34,531)
The effect of changes in foreign exchange rates 54,909 (54,471)
Liability-related other changes
Interest expense 18,766 23,807
Total liability-related other changes 18,766 23,807
Balance as at 31 December 261,709 312,532

24. Significant accounting policies

(@

The accounting policies set out below have been applied consistently to all periods presented in these
financial statements.

Revenue

The Company accounts for revenue in accordance with IFRS 15 Revenue From Contracts with
Customers.

The Company defines the contract with the customer as an agreement between two or more parties
that creates enforceable rights and obligations, where customer is a party that has contracted with
an entity to obtain goods or services that are an output of the entity's ordinary activities in exchange
for consideration. Enforceability of the rights and obligations in a contract is a matter of law. The
contracts of the Company are concluded in written form. The Company has no complex sales
arrangements, customers’ contracts are expected to have single performance obligation and
the contracts have neither variable nor non-cash consideration.

The Company determined that there is one performance obligation under contracts with customers
on sale of goods. Performance obligation under these contracts is satisfied when goods are dispatched
to customer from the supplier’ premises, which was taken to be the point in time at which
the customer accepted the goods and the related risks and rewards of ownership transferred. There is
no related shipping and handling activities related to sale of goods and contract prescribes pre/post
payment for goods sold without any sales incentives.

The Company has concluded that it is the principal in all of its revenue arrangements since it is
the primary obligor, has pricing latitude and is also exposed to inventory and credit risks.
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(i)  Sale of machinery and spare parts

Revenue from the sale of machinery and spare parts is recognised in profit or loss at a point in time,
when control of the goods is transferred to the customer.

The indicators that control has passed are assessed by the management for each contract and include
the customer having:

e apresent obligation to pay;

e physical possession;

o legal title;

e the risks and rewards of ownership; and
e accepted the asset.

Revenue is measured based on the consideration specified in a contract with a customer.
The Company recognises revenue when it transfers control over a good to a customer.

Customers obtain control when the goods are delivered to and have been accepted by the customer.
Invoices are generated at that point in time. Invoices are usually payable within 30-60 days.
No discounts are provided.

Control is passed when the goods are physically transferred/dispatched to customers.
(ii)  Sale of services

Revenue is recognised over time as those services are provided. As the Company has a right to
consideration from a customer in an amount that corresponds directly with the value to the customer
of the Company’s services provided to date, the Company uses practical expedient available in
IFRS 15 and recognises revenue in the amount to which the Company has a right to invoice. Invoices
for services provided are issued on a monthly basis.

Under IFRS 15, the total consideration in the service contracts is allocated to all services based on
their stand-alone selling prices. The stand-alone selling price is determined based on the list prices
at which the Company sells the services in separate transactions.

(iii)  Financing component

As a practical expedient, for those contracts where the period between the transfer of the promised
goods or services to the customer and payment by the customer does not exceed one year, the
Company does not adjust the promised amount of consideration for the effects of
a significant financing component if the Company expects, at contract inception, that the period
between when the Company transfers a promised good or service to a customer and when
the customer pays for that good or service will be one year or less.

(b) Finance income and costs

Finance income comprises interest income on funds invested and is recognised as it accrues in profit
or loss, using the effective interest method. Finance costs comprise interest expense on financial
liabilities measured at amortised cost.

Borrowing costs, directly attributable to purchase, construction or production of an asset that
necessarily takes a substantial period of time to get ready for its intended use or sale are capitalised
as part of the cost of the asset. All other borrowing costs are expensed in the period in which they
occur using the effective interest method. Borrowing costs consist of interest and other costs that
an entity incurs in connection with the borrowing of funds.
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(¢c) Foreign currency

Transactions in foreign currencies are translated to the functional currency of the entities of
the Company at exchange rates at the dates of the transactions.

Monetary assets and liabilities denominated in foreign currencies at the reporting date are translated
to the functional currency at the exchange rate at that date. The foreign currency gain or loss on
monetary items is the difference between amortised cost in the functional currency at the beginning
of the period, adjusted for effective interest and payments during the period, and the amortised cost
in foreign currency translated at the exchange rate at the end of the reporting period.

Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value
are translated to the functional currency at the exchange rate at the date that the fair value was
determined. Non-monetary items in a foreign currency that are measured based on historical cost are
translated using the exchange rate at the date of the transaction.

Foreign currency differences arising in translation are recognised in profit or loss.

Foreign currency gains and losses are reported on a net basis as either finance income or finance cost
depending on whether foreign currency movements are in a net gain or net loss position.

(d) Employee benefits

The Company makes contributions for the benefit of employees to the State Fiscal Authorities of
Ukraine that are responsible for administration of such benefits.

Those amounts comprise defined contribution plans and are recognised as an employee benefit
expense in profit or loss, when they are due. The Company has no further payment obligations once
the contributions have been paid. Prepaid contributions are recognised as an asset to the extent that
a cash refund or a reduction in the future payments is available. The Company has no other liabilities
in respect of pensions or employee retirement benefits.

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as
the related service is provided

In addition, a liability is recognised for the amount expected to be paid under cash bonus if
the Company has a present legal or constructive obligation to pay this amount as a result of past
service provided by the employee, and the obligation can be estimated reliably.

(e) Income tax

Income tax expense comprises current and deferred tax. It is recognised in profit or loss except to
the extent that it relates to items recognised directly in equity or in other comprehensive income.

(i) Current tax

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using
tax rates enacted or substantively enacted at the reporting date, and any adjustment to tax payable in
respect of previous years.

(ii) Deferred tax

Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred
tax is not recognised for temporary differences on the initial recognition of assets or liabilities in
a transaction that is not a business combination and that affects neither accounting nor taxable profit
or loss.

Deferred tax assets are recognised for unused tax losses, unused tax credits and deductible temporary
differences to the extent that it is probable that future taxable profits will be available against which
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they can be used. Future taxable profits are determined based on the reversal of relevant taxable
temporary differences. If the amount of taxable temporary differences is insufficient to recognise
a deferred tax asset in full, then future taxable profits, adjusted for reversals of existing temporary
differences, are considered, based on the business plan of the Company. Deferred tax assets are
reviewed at each reporting date and are reduced to the extent that it is no longer probable that
the related tax benefit will be realised; such reductions are reversed when the probability of future
taxable profits improves.

Unrecognised deferred tax assets are reassessed at each reporting date and recognised to the extent
that it has become probable that future taxable profits will be available against which they can be
used.

Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences
when they reverse, based on the laws that have been enacted or substantively enacted by the reporting
date.

The measurement of deferred tax reflects the tax consequences that would follow the manner in
which the Company expects, at the end of the reporting period, to recover or settle the carrying
amount of its assets and liabilities.

(f) Inventories

Inventories are measured at the lower of cost and net realisable value. The cost of inventories is based
on the first-in, first-out principle, and includes expenditure incurred in acquiring the inventories,
production or conversion costs and other costs incurred in bringing them to their existing location
and condition.

Net realisable value is the estimated selling price in the ordinary course of business, less the estimated
costs of completion and selling expenses.

(g) Property, plant and equipment
(i)  Recognition and measurement

Items of property, plant and equipment, except for land are measured at cost less accumulated
depreciation and any accumulated impairment losses. Land is measured of cost less any accumulated
impairment losses.

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of self-
constructed assets includes the cost of materials and direct labour, any other costs directly attributable
to bringing the asset to a working condition for their intended use, the costs of dismantling and
removing the items and restoring the site on which they are located, and capitalised borrowing costs.
Purchased software that is integral to the functionality of the related equipment is capitalised as part
of that equipment.

If significant parts of an item of property, plant and equipment have different useful lives, they are
accounted for as separate items (major components) of property, plant and equipment.

Any gain or loss on disposal of an item of property, plant and equipment is determined by comparing
the proceeds from disposal with the carrying amount of property, plant and equipment, and is
recognised net within other income/other expenses in profit or loss.

When items of property, plant and equipment that were previously held for rentals to others are
routinely sold in the normal course of the Company’s business, then such items are transferred to
inventory when they cease to be rented and become held for sale. The items are transferred at their
carrying amount at the date of transfer. Proceeds from sale of such assets are recognised as revenues.
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(ii) Subsequent expenditure

Subsequent expenditure is capitalised only if it is probable that the future economic benefits
associated with the expenditure will flow to the Company.

The costs of the day-to-day servicing of property, plant and equipment are recognised in profit or
loss as incurred.

(iii) Depreciation

Items of property, plant and equipment are depreciated from the date that they are installed and are
ready for use, or in respect of internally constructed assets, from the date that the asset is completed
and ready for use. Depreciation is based on the cost of an asset less its estimated residual value.

Depreciation is generally recognised in profit or loss on a straight-line basis over the estimated useful
lives of each part of an item of property, plant and equipment, since this most closely reflects
the expected pattern of consumption of the future economic benefits embodied in the asset. Leased
assets are depreciated over the shorter of the lease term and their useful lives unless it is reasonably
certain that the Company will obtain ownership by the end of the lease term. Land is not depreciated.

The estimated useful lives of significant Company’s of property, plant and equipment for the current
and comparative periods are as follows:

e buildings 20-50 years;
e machinery and equipment  2-5 years;
e vehicles 3-5 years;
e tools and other 1-5 years.

Depreciation methods, useful lives and residual values are reviewed at each reporting date and
adjusted if appropriate.

(h) Investment property

Investment properties are those that are held either to earn rental income or for capital appreciation
or for both, and are carried at fair value. Investment properties principally comprise properties leased
to other companies and private entrepreneurs.

Investment properties are measured initially at cost, including related costs. Investment properties
are derecognised on disposal or when they are permanently withdrawn from use and no future
economic benefits are expected from their disposal. The gain or loss on disposal is calculated as
the difference between the net disposal proceeds and the carrying amount of the asset and is
recognised as gain or loss in profit or loss.

Subsequent to initial recognition investment properties are stated at fair value. Any gain or loss
arising from changes in fair value is included in profit or loss in the period in which it arises.

(i) Financial instruments

Trade receivables are initially recognised when they are originated. All other financial assets and
financial liabilities are initially recognised when the Company becomes a party to the contractual
provisions of the instrument.

A financial asset (unless it is a trade receivable without a significant financing component) or
financial liability is initially measured at fair value plus, for an item not at FVTPL, transaction costs
that are directly attributable to its acquisition or issue. A trade receivable without a significant
financing component is initially measured at the transaction price.
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Non-derivative financial assets and financial liabilities — recognition and derecognition

On initial recognition, a financial asset is classified as measured at: amortised cost; FVOCI — debt
investment; FVOCI — equity investment; or FVTPL.

Financial assets are not reclassified subsequent to their initial recognition unless the Company
changes its business model for managing financial assets, in which case all affected financial assets
are reclassified on the first day of the first reporting period following the change in the business
model.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not
designated as at FVTPL:

e it is held within a business model whose objective is to hold assets to collect contractual cash
flows; and

e its contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

A debt investment is measured at FVOCI if it meets both of the following conditions and is not
designated as at FVTPL:

e itis held within a business model whose objective is achieved by both collecting contractual cash
flows and selling financial assets; and

e its contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

On initial recognition of an equity investment that is not held for trading, the Company may
irrevocably elect to present subsequent changes in the investment’s fair value in OCI. This election
is made on an investment-by-investment basis.

All financial assets not classified as measured at amortised cost or FVOCI as described above are
measured at FVTPL. This includes all derivative financial assets. On initial recognition,
the Company may irrevocably designate a financial asset that otherwise meets the requirements to
be measured at amortised cost or at FVOCI as at FVTPL if doing so eliminates or significantly
reduces an accounting mismatch that would otherwise arise.

The Company’s financial assets comprise trade and other receivables and cash and cash equivalents
and are classified as measured at amortised cost category. These assets are subsequently measured
at amortised cost using the effective interest method. The amortised cost is reduced by impairment
losses. Interest income, foreign exchange gains and losses and impairment are recognized in profit
or loss. Any gain or loss on derecognition is recognised in profit or loss.

Cash and cash equivalents comprise cash balances, call deposits and highly liquid investments with
maturities of three months or less from the acquisition date that are subject to insignificant risk of
changes in their fair value.

Financial liabilities — Classification, subsequent measurement and gains and losses

Financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability is
classified as at FVTPL if it is classified as held-for-trading, it is a derivative or it is designated as
such on initial recognition. Financial liabilities at FVTPL are measured at fair value and net gains
and losses, including any interest expense, are recognised in profit or loss. Other financial liabilities
are subsequently measured at amortised cost using the effective interest method. Interest expense
and foreign exchange gains and losses are recognised in profit or loss. Any gain or loss on
derecognition is also recognised in profit or loss.

The Company measures all of its financial liabilities at amortised cost.
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(ii) Derecognition
Financial assets

The Company derecognises a financial asset when the contractual rights to the cash flows from
the financial asset expire, or it transfers the rights to receive the contractual cash flows in a transaction
in which substantially all of the risks and rewards of ownership of the financial asset are transferred
or in which the Company neither transfers nor retains substantially all of the risks and rewards of
ownership and it does not retain control of the financial asset.

The Company enters into transactions whereby it transfers assets recognised in its statement of
financial position, but retains either all or substantially all of the risks and rewards of the transferred
assets. In these cases, the transferred assets are not derecognised.

Financial liabilities

The Company derecognises a financial liability when its contractual obligations are discharged or
cancelled, or expire. The Company also derecognises a financial liability when its terms are modified
and the cash flows of the modified liability are substantially different, in which case a new financial
liability based on the modified terms is recognised at fair value.

On derecognition of a financial liability, the difference between the carrying amount extinguished
and the consideration paid (including any non-cash assets transferred or liabilities assumed) is
recognised in profit or loss.

(iii)  Offsetting

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

(j) Impairment
(i)  Non-derivative financial assets
The Company recognises loss allowances for expected credit losses (“ECLs”) on:

e financial assets measured at amortised cost;
e debt investments measured at FVOCI; and
e contract assets.

The Company measures loss allowances at an amount equal to lifetime ECLs, except for
the following, which are measured at 12-month ECLs:

e debt securities that are determined to have low credit risk at the reporting date; and
e other debt securities and bank balances for which credit risk (i.e. the risk of default occurring
over the expected life of the financial instrument) has not increased significantly since initial
recognition.
Loss allowances for current trade receivables and contract assets are always measured at an amount
equal to lifetime ECLs.

When determining whether the credit risk of a financial asset has increased significantly since initial
recognition and when estimating ECLs, the Company considers reasonable and supportable
information that is relevant and available without undue cost or effort. This includes both quantitative
and qualitative information and analysis, based on the Company’s historical experience and informed
credit assessment and including forward-looking information.
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The Company assumes that the credit risk on a financial asset has increased significantly if it is more
than 30 days past due.

The Company considers a financial asset to be in default when:

e the borrower is unlikely to pay its credit obligations to the Company in full, without recourse
by the Company to actions such as realising security (if any is held); or
o the financial asset is more than 90 days past due (if not rebutted).

Lifetime ECLs are the ECLs that result from all possible default events over the expected life of
a financial instrument.

12-month ECLs are the portion of ECLs that result from default events that are possible within
the 12 months after the reporting date (or a shorter period if the expected life of the instrument is less
than 12 months).

The maximum period considered when estimating ECLs is the maximum contractual period over
which the Company is exposed to credit risk.

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present
value of all cash shortfalls (i.e. the difference between the cash flows due to the entity in accordance
with the contract and the cash flows that the Company expects to receive).

ECLs are discounted at the effective interest rate of the financial asset.
Credit-impaired financial assets

At each reporting date, the Company assesses whether financial assets carried at amortised cost are
credit-impaired. A financial asset is “credit-impaired” when one or more events that have
a detrimental impact on the estimated future cash flows of the financial asset have occurred.

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

e significant financial difficulty of the borrower or issuer;

e  abreach of contract such as a default or being more than 90 days past due;

e the restructuring of a loan or advance by the Company on terms that the Company would not
consider otherwise; or

e itis probable that the borrower will enter bankruptcy or other financial reorganisation.

(i)  Non-financial assets

The carrying amounts of the Company’s non-financial assets, other than inventories and deferred tax
assets, are reviewed at each reporting date to determine whether there is any indication of
impairment. If any such indication exists, then the asset’s recoverable amount is estimated.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its
fair value less costs to sell. 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 the purpose of impairment testing,
assets that cannot be tested individually are grouped together into the smallest group of assets that
generates cash inflows from continuing use that are largely independent of the cash inflows of other
assets or groups of assets (the “cash-generating unit”).

An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit
exceeds its recoverable amount. Impairment losses are recognised in profit or loss. Impairment losses
recognised in respect of cash-generating units are allocated first to reduce the carrying amount of any
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goodwill allocated to the units and then to reduce the carrying amount of the other assets in the unit
(group of units) on a pro rata basis.

Impairment losses recognised in prior periods are assessed at each reporting date for any indications
that the loss has decreased or no longer exists. An impairment loss is reversed if there has been
a change in the estimates used to determine the recoverable amount. An impairment loss is reversed
only to the extent that the asset’s carrying amount does not exceed the carrying amount that would
have been determined, net of depreciation or amortisation, if no impairment loss had been recognised.

(k) Provisions

A provision is recognised if, as a result of a past event, the Company has a present legal or
constructive obligation that can be estimated reliably, and it is probable that an outflow of economic
benefits will be required to settle the obligation. Provisions are determined by discounting
the expected future cash flows at a pre-tax rate that reflects current market assessments of the time
value of money and the risks specific to the liability. The unwinding of the discount is recognised as
finance cost.

(I) Warranties

A provision for warranties is recognised when the underlying products or services are sold.
The provision is based on historical warranty data and a weighting of all possible outcomes against
their associated probabilities.

The Company provides product warranties on all new machinery sales. Provisions are generally
recognised when machinery are sold. Based on historical warranty claim experience, assumptions
have to be made on the type and extent of future warranty claims and customer goodwill (representing
the Company’s constructive obligation to its customers when managing those warranty claims), as
well as on possible recall campaigns.

These assessments are based on experience of the frequency and extent of machinery faults and
defects in the past. In addition, the estimates also include assumptions on the amounts of potential
repair costs per machinery and the effects of possible time or hoursage limits. The provisions are
regularly adjusted to reflect new information.

The Company also has back-to-back contractual arrangements with its suppliers in the event that a
machinery fault is proven to be a supplier’s fault. Estimates are made of the expected reimbursement
claims based upon historical levels of recoveries by supplier, adjusted for inflation and applied to the
population of machinery under warranty at the balance sheet date. Supplier reimbursement claims
are presented as separate assets within “Warranty reimbursement receivables” (Note 8).

(m) Leases

At inception of a contract, the Company assesses whether a contract is, or contains, a lease. 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. To assess whether a contract conveys the right to
control the use of an identified asset, the Company uses the definition of a lease in I[FRS 16.

As a lessee

At commencement or on modification of a contract that contains a lease component, the Company
allocates the consideration in the contract to each lease component on the basis of its relative stand-
alone prices. However, for the leases of property the Company has elected not to separate non-lease
components and account for the lease and non-lease components as a single lease component.

The Company recognises a right-of-use asset and a lease liability at the lease commencement date.
The right-of-use asset is initially measured at cost, which comprises the initial amount of the lease
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liability adjusted for any lease payments made at or before the commencement date, plus any initial
direct costs incurred and an estimate of costs to dismantle and remove the underlying asset or to
restore the underlying asset or the site on which it is located, less any lease incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method from the
commencement date to the end of the lease term, unless the lease transfers ownership of the
underlying asset to the Company by the end of the lease term or the cost of the right-of-use asset
reflects that the Company will exercise a purchase option. In that case the right-of-use asset will be
depreciated over the useful life of the underlying asset, which is determined on the same basis as
those of property and equipment. In addition, the right-of-use asset is periodically reduced by
impairment losses, if any, and adjusted for certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at
the commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot
be readily determined, the Company’s incremental borrowing rate. Generally, the Company uses its
incremental borrowing rate as the discount rate.

The Company determines its incremental borrowing rate by obtaining interest rates from various
external financing sources and makes certain adjustments to reflect the terms of the lease and type of
the asset leased.

Lease payments included in the measurement of the lease liability comprise the following:
e fixed payments, including in-substance fixed payments;

e variable lease payments that depend on an index or a rate, initially measured using the index or
rate as at the commencement date;

e amounts expected to be payable under a residual value guarantee; and

e the exercise price under a purchase option that the Company is reasonably certain to exercise,
lease payments in an optional renewal period if the Company is reasonably certain to exercise
an extension option, and penalties for early termination of a lease unless the Company is
reasonably certain not to terminate early.

The lease liability is measured at amortised cost using the effective interest method. It is remeasured
when there is a change in future lease payments arising from a change in an index or rate, if there is
a change in the Company’s estimate of the amount expected to be payable under a residual value
guarantee, if the Company changes its assessment of whether it will exercise a purchase, extension
or termination option or if there is a revised in-substance fixed lease payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying
amount of the right-of-use asset, or is recorded in profit or loss if the carrying amount of the right-
of-use asset has been reduced to zero.

The Company presents right-of-use assets that do not meet the definition of investment property in
‘lease assets’ and lease liabilities in ‘lease liabilities’ in the statement of financial position.

The Company has elected not to recognise right-of-use assets and lease liabilities for leases of low-
value assets and short-term leases. The Company recognises the lease payments associated with these
leases as an expense on a straight-line basis over the lease term.

(ii) As a lessor

At inception or on modification of a contract that contains a lease component, the Company allocates
the consideration in the contract to each lease component on the basis of their relative stand-alone
prices.
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When the Company acts as a lessor, it determines at lease inception whether each lease is a finance
lease or an operating lease.

To classify each lease, the Company makes an overall assessment of whether the lease transfers
substantially all of the risks and rewards incidental to ownership of the underlying asset. If this is the
case, then the lease is a finance lease; if not, then it is an operating lease. As part of this assessment,
the Company considers certain indicators such as whether the lease is for the major part of the
economic life of the asset.

When the Company is an intermediate lessor, it accounts for its interests in the head lease and the
sub-lease separately. It assesses the lease classification of a sub-lease with reference to the right-of-
use asset arising from the head lease, not with reference to the underlying asset. If a head lease is a
short-term lease to which the Company applies the exemption described above, then it classifies the
sub-lease as an operating lease.

If an arrangement contains lease and non-lease components, then the Company applies IFRS 15 to
allocate the consideration in the contract.

The Company applies the derecognition and impairment requirements in IFRS 9 to the net investment
in the lease (see Note 6). The Company further regularly reviews estimated unguaranteed residual
values used in calculating the gross investment in the lease.

The Company recognises lease payments received under operating leases as income on a straight-
line basis over the lease term as part of ‘other income’.

Generally, the accounting policies applicable to the Company as a lessor in the comparative period
were not different from IFRS 16 except for the classification of the sub-lease entered into during
current reporting period that resulted in a finance lease classification.

New standards and interpretations not yet adopted

Certain standards are effective for annual periods beginning after 1 January 2020 and earlier
application is permitted; however, the Company has not early adopted the new or amended standards
in preparing these financial statements.

Other standards and interpretations

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

- Onerous contracts — Cost of Fulfilling a Contract (Amendments to 1AS 37).

- Interest Rate Benchmark Reform — Phase 2 (Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4
and IFRS 16).

- COVID-19-Related Rent Concessions (Amendment to IFRS 16). [Included only if
amendment not adopted early.]

- Property, Plant and Equipment: Proceeds before Intended Use (Amendments to IAS 16).
- Reference to Conceptual Framework (Amendments to [FRS 3).
- Classification of Liabilities as Current or Non-current (Amendments to IAS 1).

- IFRS 17 Insurance Contracts and amendments to I[FRS 17 Insurance Contracts.
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26. Subsequent events

“there were no events that would require adjustments or disclosures in the

Vﬁytro;borodiy

General Director

' Anng Mironycheva
Chief Accountant

10 August 2021
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Management of Amaco Ukraine LLC (hereinafter “the Company”) hereby presents the Management
Report together with the Company’s financial statements for the year ended 31 December 2020.

ORGANISATION AND OPERATIONS OVERVIEW
The Company was founded in Ukraine on 28" of December 1999 as Limited Labilities Company .

The principal activities of the Company are the sale of agricultural machines and commercial
vehicles, after sales services, parts dealer within the territory of Ukraine .

The Company’s supreme governing body in accordance with the Charter is the General Meeting of
Participants . The Company’s executive body is the General Director.

The Company consists of the following structural divisions: Parts Division, Services Division,
Machinery Division, with 16™ Representative office throw-out Ukraine. There were no changes in
the organisational structure of the Company during 2020.

RESULTS OF OPERATIONS

The Company's financial results for the year ended 31 December 2020 are set out on page 9 of the
financial statements. Net loss for 2020 amounted to UAH 52,086 thousand (2019: net profit UAH
138,962 thousand). Net results during the reporting period were mainly impacted by foreign
exchange loss due to devaluation of Ukrainian hrivna during 2020.

Despite the global pandemic situation and lockdowns in 2020 the Company showed positive
operating results in amount of UAH 59,738 thousand (2019: UAH 90,026 thousand) and the drop in
sales comprised 3% compared to 2019.

At the same time Company made capital investment in the new Iveco Workshop in the amount to
UAH 30,704 thousand. Also, the Company is planning to purchase real estate in key business regions,
install new ERP system, purchase a new equipment for Iveco Workshop and renew car fleet.

LIQUIDITY AND OBLIGATIONS

Liquidity risk is the risk that the Company will be unable to meet the obligations associated with its
financial liabilities that are settled by delivering cash or another financial asset. The Company’s
approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient
liquidity to meet its liabilities when due, under both normal and stressed conditions, without incurring
unacceptable losses or risking damage to the Company’s reputation.

The Company aims to maintain the level of cash and cash equivalents and other highly marketable
instruments at an amount in excess of expected cash outflows on financial liabilities over the next
365 days. The Company also monitors the level of expected cash inflows from settlement of trade
and other receivables and expected outflows in relation to settlement of trade and other payables.

In addition, the Company has the following lines of credit:

— As at 31 December 2020, the Company had undrawn UAH 67,306 thousand (equivalent of USD
2,380 thousand) of credit line facility, which matures in July 2022 (31 December 2019: USD
1,962 thousand).

The analysis of remaining maturities of the Company’s financial liabilities as at 31 December 2020
is presented in Note 23 to the financial statements.
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ENVIRONMENTAL ASPECTS

During the year ended 31 December 2020, the Company consumed 537,564 kWh of electricity
(2019: 512,690 kWh) and 2,875 litres of water (2019: 3,724 litres) and 517.5 K liters of fuel (2019
: 652.0 K liters ).

During the reporting period, the Company took the following energy saving and water consumption
reduction actions encouraging the employees to turn off/unplug unused equipment and devices.

The Company encourages environment protection measures among its people: document printing
only when necessary, turning off lights and equipment at night.

SOCIAL ASPECTS AND HUMAN RESOURCES MANAGEMENT

The total number of the Company’s employees is 236 persons as at 31 December 2020 (31 December
2019: 261 persons). The share of female employees is 17% as at 31 December 2020 (31 December
2019: 15%). The Company initiates various projects to promote equal opportunity practices,
supporting gender equality in the process of employment and management decision taking.

The Company maintains comprehensive safety policies and procedures.
The Company supports development of its people by offering professional trainings.

The Company ensures respect for human rights and prevention of corruption and bribery through
adherence to the effective legislation of Ukraine.

MAIN RISKS AND UNCERTAINTIES

(a) Business environment

The political and economic situation in Ukraine has been subject to significant turbulence in recent
years.

For more information on the Ukrainian business environment, see Note 1(b) to the financial
statements.

(b) Risks associated with financial instruments

The Company is exposed to credit risk, liquidity risk and market risk in relation to the financial
instruments it holds. The main risks and uncertainties faced by the Company and the steps taken to
manage these risks, are described in Note 23 to the financial statements.

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates
will affect the Company’s income or the value of its holdings of financial instruments. The objective
of market risk management is to manage and control market risk exposures within acceptable
parameters, while optimising the return.
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Credit risk

Credit risk is the risk of financial loss to the Company if a counterparty to a financial instrument fails
to meet its contractual obligations and arises principally from the Company’s financial assets at the
reporting date. The Company has policies in place to ensure that sales of products and services are
made to customers with an appropriate credit history and monitors on a continuous basis the ageing
profile of its receivables.

Credit risk related to trade receivables is managed based on established policies, procedures and
controls relating to customer credit risk management.

Liquidity risk
See above.

(c) Operating risks

The Company is exposed to the following major operational risks:
e High Customers demand with production deficit
e Supply chain process is main challenge for the company (order forecast, follow up,
completion in time) and looks carefully in adhering this subject.

RESEARCH AND DEVELOPMENT ACTIVITIES

As at 31 December 2020, there were no research and development activities.

FINANCIAL INVESTMENTS

As at 31 December 2020, there were no Financial investments by the Company.

PROSPECTS FOR DEVELOPMENT

Given all risks and challenges arising in the course of the business, it is expected that the Company
will have sustainable development and growth of its business potential. Management of the Company
has the following priorities, such as

e Positive net margin, amount is set by the Board of Directors of the Parent

o Sufficient positive net cash flow

e Strategical business continuality

e Strengthening Alkhorayef Group and product awareness, including cooperation with
Ukrainian State Programmes

The events subsequent to the reporting date are described in Note 26 to the financial statements.

INFO TION ABOUT SERVICES, PROVIDED BY THE AUDITOR OF THE

COMP
Informationfabou omt-Stock Company “KPMG Audit” to the Company for
the year e QWSs: audit of the financial statements as at apd for the

Dmytro Eorodiy

General Director
10 August 2021

g@ rbnycheva
Accountant
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