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LLC KARPATNAFTOCHIM

MANAGEMENT REPORT 2019

1. ORGANIZATION AND OPERATIONS

LLC KARPATNAFTOCHIM (hereinafter “the Company™) was incorporated in October 2004.
The Company is located at 4 Promyslova Str, Kalush. lvano-Frankivsk region. Ukraine. 77306.
Code in Unified state register of legal entities and self-employed individuals (EDRPOU) - 331 29683.

KARPATY CHEMICAL B.V., a legal entity incorporated under legislation of the Kingdom of the
Netherlands, is a single shareholder of the Company.

The Company is a highly developed business complex producing petrochemical and chemical
products and is the only producer of ethylene, propylene. petrobenzene, pyrolysis fractions C4. C5.
C6-C8. C9, polyethylene and suspension polyvinyl chloride in Ukraine.

The technological scheme is based on the processes of high-temperature pyrolysis of crude
hydrocarbons and low-temperature separation of pyrolysis products.

The Company’s main raw materials include diesel fuel, straight-run gasoline. n-butane. technical
butane, broad fraction of light hydrocarbons (natural gas liquids) and other types of middle and light
distillates.

The Company, in addition to its own production of thermal energy (steam) for ethylene and
polyethylene production, is supplied with thermal energy (steam) for other productions and structural
units under contract with SE "KALUSKA TPP NOVA". Such thermal energy is transported through
own networks of gas and steam supply shop.

Electricity is supplied under the contracts with independent suppliers at unregulated tariffs through
own transformer substations PGV-31, PGV-32, and GPP-1 of electricity supply shop.

Natural gas is supplied under the contracts with independent suppliers through Kalush-2 GDS
belonging to gas and steam supply shop directly from the main gas transmission pipeline of NJSC
Naftogaz of Ukraine.

The Company has its own surface source of drinking and service water — alternative water intake
facility on the Chechva river belonging to water supply and sewerage shop.

Treatment of sewage from Company’s structural units. separate legal entities and neighborhood
united territorial communities and Kalush territorial community is provided on contractual terms by
own treatment facilities of neutralization and treatment of service wastewater shop of Production
Support Department.

Transportation of raw materials and finished products is provided by the railway shop. There are two
stations in railway shop structure (Kropyvnyk - 10 railways and Khimik-Novyi - 11 railways). total
length of railway tracks is 52.9 km. There are 10 own locomotives and 194 tanks.

Extensive network of auto roads and railways, proximity to borders with Poland. Romania. Hungary.
Slovakia, the Czech Republic, existence of ethylene pipeline between the Company and Tisza
Chemical Plant in Hungary create favorable conditions for integration into the European production
and trade system.
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High quality of products is ensured by highly qualified personnel and compliance with international
quality standards 1SO 9001, ISO 14001, ONSAS 18001.

The Company’s mission consists in dynamic sustainable development with increasing efficiency and
competitiveness at best practice level in global and domestic markets.

The Company believes that sustainable development can be understood as conducting the most
efficient business through maintaining the best balance in implementation of short -. medium - and
long-term strategic goals of the Company. with due consideration of market conditions.

In order to improve economic efficiency of the operations, the Company sees the following priorities
in strategic goals of its development:

efficient use of available production equipment and facilities to maximize. as far as possible.
production of existing products

efficient use of raw materials due to advance processing through modernization of existing
and creation of new production facilities;

extension of product range due to development of new product production:

establishment of stable, long-term partnerships with large suppliers of raw materials to
ensure smooth operations;

diversification of sources of raw materials supply from different markets. with number of
main strategic partners extended:

more efficient use of financial resources including wider use of trade finance instruments.
investment loans;

efficient use of raw materials, equipment, and workforce through comprehensive
implementation of the latest automated systems of technological process management at
planning stage and in production;

enter more profitable markets for finished products. increase product share in domestic
market in order to implement import substitution policy.

Corporate core values include:

Social responsibility: ensure safe working conditions for employees, protect employees’
health and health of people living in the area affected by the Company's operations:
Environmentally friendly: preserve favorable environment through implementation of
resource-saving energy-efficient technologies, materials, increased automation of process
management;

Reliability: enhance industrial safety, labor and environment protection by increasing
technological equipment reliability (including pipelines integrity), ensure smooth operation
of equipment, use advances technologies and emergency systems:

Safety: ensure readiness of management and personnel and emergency services and teams
to response to potential accidents, fires and emergencies, ensure proper equipment of fire
and rescue teams, etc.
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2. SALES OF PRINCIPAL PRODUCTS DURING 2019

BY GEOGRAPHIC REGION

Product Core market % of sales

Benzene Europe 46

Propylene Europe 100
Fraction Ca4 Europe 100
Fraction Co Europe 100

Pitch pyrolysis Ukraine 95
Caustic soda Ukraine 52
Polyethylene Ukraine 41
Polyvinyl chloride India 37

3. ORGANIZATION

- Supervisory Board:

- Management Office;

- Subunits of Management Office;
- Production Units;

Management Office includes:

- General Director Office;

- Office of First Deputy General Director-Chief Engineer:

- Office of Deputy General Director for Production;

- Office of Deputy General Director for Business and Finance

- Office of Deputy General Director for Commerce:

- Office of Deputy General Director for HR Management and Administrative Matters:
- Office of Deputy General Director for Security:

- Chief Accountant Office;

- Department of Service Safety, Labor and Environment Protection:

- Department of buildings and structures renovations.

Production Units include:

- Production of polyvinylchloride resin, suspension and caustic soda;
- Production of ethylene and polyethylene:

- Production support department;

- Analytical control shop:

- Railway shop;
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- Gas rescue service,

- Sanitary laboratory

- Electricity supply shop:

- Shop of control and measuring devices and automatic devices:

- Metrology service:

- Production equipment maintenance team;

- Repair department:

- Design department and technical supervision department:

- Design office (construction of pyrolysis fraction processing plant).

4. THE RESULTS OF OPERATIONS

During 2019, finished goods production increased by 82.6 thousand tons versus 2018 due to increase
in processed basic raw materials of pyrolysis by 53.5 thousand tons.

In addition, due to continuous strengthening of the national currency against foreign currencies
during 2019, the Company's financial result significantly improved due to positive exchange rate
differences.

There were no changes in product range during 2019 comparing to 2018.

During the reporting period, net revenue from sale of products (goods, works, services) is mainly
generated by sale of finished goods with share of 99.5%. Share of merchandise and services in net
revenue from sale was 0.2% and 0.3%, respectively.

Sales of suspension polyvinyl chloride comprise the largest share (84%) in gross profit for 2019.

Due to changes in quotations for basic raw materials in petroleum product market and quotations in
petrochemical product market during 2019, margin on core products gradually decreased and by the
end of the reporting period the following products were marginal: suspension polyvinyl chloride
KSR-67 (13.8%), suspension polyvinyl chloride KSF-70 (15.8%). propylene (1.2%). heavy pyrolysis
resin (2.6%), fraction C4 (1.5%), fraction Co (2.3%). polyethylene (6.7%).

During 2019, despite insignificant increase in margins on certain products (especially on suspension
polyvinyl chloride KSR-67 - by 3.7%, suspension polyvinyl chloride KSF-70 - by 2.4%. and
polyethylene- by 5%) versus previous period, there was simultaneous decrease in margin on caustic
soda, benzene, and pyrolysis resin. During 2019, such products as caustic soda and benzene became
unprofitable, therefore, the Company did not achieve planned financial performance. In Q4 of 2019.
there was a sharp decline in quotations in petrochemical market. especially for benzene and
polyethylene.
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5. LIQUIDITY AND OBLIGATIONS

Liquidity of assets characterized by overall. current. and absolute liquidity ratios is a criterion for
evaluating the Company's operations.

Ratios 2018 2019
Overall liquidity ratio, % 0.51 1.30
Relative ratios, % 255.63%
Rate of increase/decrease, % 155.63%

Ratios 2018 2019
Current liquidity ratio, % 0.19 0.56
Relative ratios, % 288.87%
Rate of increase/decrease, % 188.87%

Ratios 2018 2019
Absolute liquidity ratio, % 0.06 0.25
Relative ratios, % 432.71%
Rate of increase/decrease, % 332.71%

During 2019, the Company's liquidity significantly improved due to optimization of inventories and
cash in accounts, reduction of outstanding loans, reduction of accounts payable. and normalization
of accounts receivable.

The Company's liquidity is optimized through operational mechanism of financial stabilization - a
system of measures aimed to decrease financial liabilities, on the one hand, and to increase monetary
assets that provide for these liabilities, on the other hand, that includes:

- optimization of non-variable and semi-variable costs:

- management of accounts payable:
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- management of accounts receivable:

- optimization of inventories:

- determination of optimal amount of raw materials:
- reconciliation of production plans and sales plans:

- rejection of inefficient agreements. including capital investments in excess of Company’s
financial capabilities.

As at 31 December 2019, the Company has no contingent liabilities.

As at 31 December 2019, the Company has short-term and long-term liabilities to domestic creditor
banks, PJSC JSB “UKRGASBANK™ and JSC “State Savings Bank of Ukraine™. and to related
parties under common control, as disclosed in the Balance sheet (Statement of financial position) as
at 31 December 2019.

The Company's management believes that preparation of these 2019 financial statements on a going
concern basis is appropriate in view of the following facts:

- during 2019, the Company’s financial result before tax and net financial result is profit
amounting to UAH 1,320,732 thousand;
- during 2019, agreements were concluded with major creditors to extend terms of obligations

to next reporting periods:

- based on forecasts on domestic and international markets for raw materials and products.
implementation of investment projects, it is expected that the Company will be able to receive
sufficient profit in next reporting periods to continue its operations.

6. ENVIRONMENTAL ASPECTS

To apply consistent approach to addressing environmental issues related to the Company's
production activities and ensuring compliance with environmental legislation, the Company has
Environmental Management System (EMS) in place, which is a part of the Company’s overall
management system.

EMS regulates organization of environmental activities in structural units, determines
methodological and legal framework for such activities to ensure compliance of environmental
management system with effective environmental legislation of Ukraine and international standards
ISO 14001: 2015.

Environmental management system determines rights, duties, and responsibilities of managers.
professionals, and workers in organizing and performing actions to prevent and mitigate negative
impact of the Company’s operations on environment. Ultimate goal of development and
implementation of environmental management system is to protect air. surface water and
groundwater, soils, flora and fauna from pollution caused by industrial emissions., wastewater
discharges, and the Company’s waste, in compliance with effective environmental legislation of
Ukraine.

The Company’s operations are carried out based on permits for air pollutant emissions by stationary
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sources and permits for special water use.

Air protection activities of the Company are carried out in accordance with the Law of Ukraine "On
Air Protection” of 16.10.1992 No. 2707-XI1I and other regulations.

Major emissions of air pollutants include nitrogen oxides. carbon monoxide. carbon dioxide.
propylene, ethylene, benzene. substances in the form of suspended solids of undifferentiated
composition.

Greenhouse gas emissions (CHs. N2O. CFC, except CO») account for 0.98% of total emissions
(except CO») into atmosphere. During 2019, carbon dioxide emissions account for 36.0% of potential
carbon dioxide emissions (ton/year).

Due to inclusion of air emission standards for industrial entities in the list of controlled parameters
by the Company’s shops, efficiency of standard management is improved. and responsibility of
personnel is increased.

All air pollutants meet emission standards.
The Company’s gas and dust treatment plants provide failure-free service. their efficiency is 99.5%.

The Company collects water from alternative water intake facility on the Chechva river in accordance
with Permit for special water use No. Ukr-160-A-Iv-Fr from 23.12.2016 valid until 07.05.2020.

84.6% of collected water was used for own needs including:
« for production needs - 89.6%:
« for household and drinking needs - 10.4%;

the remaining 15.4% of collected water was provided to third parties.
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Actual water consumption during 2019 versus limits set is shown in the following table.

Departure
2019 actual, Limit,
Description thousands of thousands of | (4) gverused
m? m® % of limit
(-) saved
lection f Chechv
Water collection from Chechva 17.278.035 19.868.500 | ~2.590.465 1.0
water storage reservoir
Transmission losses + technological 5 055.096
use
Warder used by the Company 12,555.982 16.882.500 —4.326.518 256
including:
service water used for production 11.041.461
needs
drinkir}g \ivater used for household 1322777
and drinking needs
drinking water used for technological 191.744
needs (NTISW plant and W&S unit) )
Provided to third parties 2,666.957 2.986.000 -319.043 10.7
including:
for production needs 2,588.923
for household and drinking needs 78.034

Wastewater from production plants, depending on pollution nature and treatment methods. is
transmitted through separate sewage collectors - organic, acid-alkaline. hypochlorite. domestic
collectors — to sewage treatment plants, where it is treated biologically and mechanically.

Industrial and domestic wastewater from production shops, third parties and Kalush city is treated at
the Company’s treatment facilities.

Wastewater treatment plants are a complex system of biological and physicochemical treatment of
industrial and domestic wastewater generated not only by the Company., but also by Kalush city and
neighborhood united territorial communities. Improvement of their operational efficiency by the
Company is one of the most important factors in improvement of environment quality, protection of
water reservoir from harmful substance pollution.
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Effluent treated to standard quality and partially clean wastewater is ultimately discharged to the
Dniester river. Design indicators of treatment facilities are maintained. The Company generates
waste of | - 4 hazard classes.

The Company has three wastewater final disposal sites: sludge storage of hypochlorite wastewater.
sludge storage of industrial wastewater, landfill for solid technological and domestic waste.

Due to the fact that the Company has no waste disposal facilities. most of the generated waste is
transferred to third-party licensed organizations for disposal. use, etc.. a portion of waste is buried at
waste disposal sites. During 2019, ratio of waste transferred to third parties and waste buried is 99%.

The Company accrues environmental tax for adverse effects on environment. For the vear 2019. it is
presented as follows:

Total environmental tax. in thousands of 2.506.4
. . Ukrainian hryvnias
including: ry
» |
air pollutant emissions ' in thousands of
. . 1.905.7
Ukrainian hryvnias
waste discharge to surface water in thousands of 5758
Ukrainian hryvnias '
waste disposal in thousands of
p 249

Ukrainian hryvnias

The Company has a sanitary laboratory. which continuously monitors the Company's environmental
impact in accordance with analytical control schedules: measurements and control cover
concentrations of hazardous substances in air in working area and at sanitary zone boundary. return
waters, surface water, groundwater, soils at waste disposal sites. Environmental professionals
conduct daily assessment of the Company’s operational impact on environment.

In 2018, the Company received Certificate No. UA 228913 dated 23 July 2018 for compliance with
international standard 1SO 14001: 2015 Environmental Management Systems. Requirements and
Application valid until 22.07.2021. During 2019, the Company has its first successful supervisory
audit for compliance with the standard.

The Company continuously improves existing technologies. develops measures to reduce negative
impact on environment.

In its production activities, the Company adheres to general production standards of energy resources
use (natural gas, electricity, heat). The standards are annually agreed with Ivano-Frankivsk Regional
State Administration. During 2019, energy consumption increased compared to previous period due
to increase in finished goods. However, energy consumption in production is within approved
standards.

7. SOCIAL ASPECTS AND HUMAN RESOURCES MANAGEMENT

As at 31 December 2019, the Company has 2,787 employees including 515 managers. 13% of which
are women.
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Employee education, professional training and development:

Total employees having higher education 1.246
Total employees having intermediate vocational education 689
Total employees having initial vocational education. secondary education. lower 852
secondary education

Total number of employees covered by trainings during 2019 was 3,542 persons (person/course)
including:

- managers and professionals - 1,402 (person/course),
- workers - 2,140 (person/course)

608 employees (person/course) were trained off-job.
2,934 employees (person/course) were trained on-job including:
- 1,146 managers and professionals (person/course) improved their skills:

- 1,788 workers completed reskilling courses. trainings. cross trainings. and advanced
trainings.

To enhance employee motivation, the Company:

1. For young employees obtaining industry-specific university education in the Company’s target
areas in their off-work hours, reimburses up to 100% cost of education on a contractual basis. if
adequate financing is available, based on student’s performance and obligation to return amounts
reimbursed in case of his/her resignation within three years after graduation.

2. If necessary, ensures financing for arrangement and conducting of scientific and technical
conferences, cultural and sports events for young employees.

In 2019, the following events were organized for young employees: Football Cup. rafting on the
Dniester river, and climbing Shpytsi Mount in the Carpathians.

In order to popularize chemistry, the Company held an event at Kalush Polytechnic College for
children in summer camp at secondary school-lyceum No. 10 (a film about the Company was shown.
simple chemical experiments were demonstrated, interesting stories about chemistry were told.
chemical quiz was conducted and active participants were awarded with encyclopedias and other
presents).

As part of cooperation with the university, in order to promote the Company. leading specialists of
the Company were actively involved in scientific and practical student conference at Kalush
Polytechnic College; in Career Day 2019 at Ternopil National Technical University named after I.
Pulyuy; in Career Fair 2019 at Lviv Polytechnic National University and in the event to facilitate
employment of Master graduates of Ivano-Frankivsk National Technical University of Oil and Gas.

3. Young specialists (not locals) employed by the Company after graduating from higher or
intermediate vocational education institutions are provided with housing during a year (dormitory in
Higher professional school 7 based on agreement) or reimbursed for housing rent (in the amount of
UAH 1,200 monthly), also one-time motivational payment (upon permit for independent work s
obtained) and one-time payment for travel from place of residence are made.
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The Company has labor protection service where employees work in compliance with Ukrainian
legislation and regulations on industrial safety. labor and environment protection. and their job
descriptions.

Employees of the service daily monitor preparation for high-risk work and its safe performance.
In addition, employees of the service also monitor:

- availability of personal safety devices for employees of structural units and proper use of
such devices;

- implementation of Comprehensive measures to achieve established standards of safety.
occupational health, and working environment. enhance labor protection. prevent occupational
injuries, occupational diseases and accidents:

- preliminary (upon employment) and periodic (during employment) medical examination of
employees;

- trainings on labor protection upon and during employment.

The Company's expenses related to labor protection and industrial safety for the year 2019 amounted
to UAH 26,425 thousand and can be presented as follows:

‘ Expenses Measurement unit Amount

‘ PSD (personal safety devices) Ullqr;a:i}:l(i):;a}?rifsvsfas 9.506
‘ !

B _ o
‘ in thousands of

Fire Department ‘ 5.7
ire Lepartmen Ukrainian hryvnias 13.760

Gas Rescue Service " t.h c.)usands o'f 396
Ukrainian hryvnias

. L . . in thousands of
Fire extinguisher maintenance and refilling Ukrainian hryvni 451
rainian hryvnias

Maintenance and overhaul of gas pressure regulators and MSA

POSTOWER-SL compressed air breathing apparatus (17 sets) in ‘ in thousands of
accordance with manufacturer’s Operating Instructions and Ukrainian hryvnias
maintenance Instructions and requirements to safe use
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8. THE RISKS

During the reporting year, the Company faced the following risks:

interest rate risk caused by possible changes in interest rates on existing short-term and long-
term liabilities; management analyzes interest rates for more favorable rates for the Company
before obtaining new loans or borrowings and conducts systematic work to reduce current
interest rates;
credit risk is the risk of financial loss resulting from counterparty's failure to perform its
obligations and arises primarily from counterparties’ receivables:
management applies credit policy that involves:

- analysis of each counterparty’s business reputation in the market and creditworthiness.

- limitation of maximum payment period for sale of finished products,

- priority application of 100% prepayment,

- recognition of provision for expected credit losses from trade and other receivables.

- decisions on credit risk management to be made by credit committee:
insurance risk that arise when loss or damage of certain assets may have significant adverse
effect on operations and financial position; this risk is partially reduced due to voluntary asset
insurance contracts;
liquidity risk (described in “Liquidity and obligations™ section). management’s approach to
managing liquidity is to ensure that it will always have sufficient liquidity to meet liabilities
when due;
market risk is the risk that changes in market prices for raw materials and finished products in
both domestic and foreign markets and changes in market rates such as foreign exchange rates.
interest rates, and value of securities. may affect income or carrying amounts of financial
instruments;
impact of changes in market prices on raw materials and finished products in both domestic and
foreign markets is partially mitigated by diversification of raw material supplies and availability
of regular customers in different markets for finished products:
currency risk arising from loans and borrowings and trade transactions denominated in foreign
currencies - US dollars and Euro;
more than 10% strengthening of national currency in 2019 improved financial performance.
however, management believes that such trends may be variable, and this may increase negative
impact of currency risk on assets and liabilities denominated in foreign currencies:
political risk arising from unstable political situation and continuous armed conflict in some
parts of Luhansk and Donetsk regions, and annexation of Crimea.

Management bears overall responsibility for establishing and overseeing risk management
framework.

The Company's management bodies oversee management compliance with risk management policies
and procedures and analyze adequacy of risk management structure for risks faced.

Risk management policies and systems are regularly reviewed to reflect changes in market conditions
and the Company's operations.
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9. RESEARCH AND INNOVATIONS

There were no research. development, and innovation activities in the Company during 2019.

10. FINANCIAL INVESTMENTS

During 2019, the Company made no financial investments in subsidiaries. joint ventures. or
associates.

11. PROSPECTS FOR DEVELOPMENT

Estimated
No. Measures L.
commissioning term
1. | Construction of propylene oxide production plant with capacity of 2,700 ton 2020
per year
2. | Construction of pyrolysis fraction processing plant 2020-2022

Construction of propylene oxide production plant will allow to develop and implement technology
for production of a new product, propylene oxide, and. based on this technology. provide further
increase in capacity for processing entire volume of propylene produced by the Company. which in
turn will increase economic efficiency of the Company’s operations due to deeper processing of
hydrocarbons to obtain propylene oxide, a product with higher added value. which is in stable
demand in petrochemical products market.

Construction of pyrolysis fraction processing plant will allow to increase economic efficiency of the
Company's operations due to deeper processing of hydrocarbons to obtain 1.3-butadiene. which is in
stable demand in petrochemical products market. The new plant for processing pyrolysis fraction
with capacity of 110,000 tons per year for butylene-butadiene fraction (C.) will ensure production of
high-quality raw materials for production of synthetic rubber.

12. INFORMATION ON SERVICES PROVIDED BY THE COMPANY’S AUDITOR

In accordance with Article 29, the Law of Ukraine "On Audit of Financial Statements and Auditing”
No. 2258-VIII of 21.12.2017, on 7 November 2019, the Company announced a tender to select
auditor to perform mandatory audit of the first IFRS financial statements for the year 2019.

Based on the tender, Private Joint Stock Company "KPMG Audit" (Code in Unified state register of
legal entities and self-employed individuals 31032100) located at 32/2 Moskov ska Street. 17th floor.
01010 Kyiv, Ukraine, was appointed the auditor of the Company.

15
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LLC KARPATNAFTOCHIM and PJSC KPMG Audit concluded Agreement No. 214-SA/2019 of
17 December 2019 on performing audit of the Company’s financial statements prepared in
accordance with International Financial Reporting Standards ("IFRS™).

Information on services provided by PJSC KPMG Audit to the Company during the year ended 31
December 2019 is presented as follows:

—  services comprising mandatory audit of the IFRS financial statements for the year
2019

No non-mandatory audit, review, assurance or any other services were provided by PJSC KPMG
Audit.



Inciependent Auditors Repart

To Management of Limited Liability Company
“KARPATNAFTOCHIM”

Report on the Audit of the Financial Statements

We have audited the financial statements of Limited Liabilty Company
“KARPATNAFTOCHIM" (the “Company”), which comprise the statement of financial
position as at 31 December 2019, the statements of profit or loss and other comprehensive
income, changes in equity and cash flows for the year ended 31 December 2019, 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 2019, and its financial
performance and its cash flows for the year ended 31 December 2019 in accordance with
International Financial Reporting Standards (IFRS) and the requirements of Ukrainian
legis!ation 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 Code of Ethics for Professional Accountants
(including International Independence Standards) 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 International
Code of Ethics. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Entity: Limsted Liability Companry KARPATNLFTOCHIM deoendent

Registranon No i the Unified State Register of Legal Entities ard
Entrepreneurs of Ukraine 33129683
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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 Note 5 and 24(a) in the financial statements.

The key audit matter How the matter was addressed in our audit

In accordance with International | Our audit procedures to assess the recognition of
Standards of Auditing there is a | revenue included the following:
presumed fraud risk relating to

revenue recognition. — Evaluating the design and implementation of key

) R internal controls over revenue recognition.
We considered that this risk is

primarily focused on | — Analysing the revenue recognition policies of the
appropriateness of cut-off on Company to determine whether they appropriately
transactions with customers reflect the requirements of IFRS 15.

taking into consideration the

volume of sales recognised | — Inspecting sale agreements, on a sample basis, to

close to the year-end and the understand the terms of delivery and assess
judgement in respect of the point whether the revenue had been recognised in
of transfer of control to accordance with the Company’s accounting
customers. policies.

— Comparing, on a sample basis, revenue
transactions recorded during the year with the
underlying primary documents.

— Comparing, on a sample basis, specific revenue
transactions recognized near the year-end with the
underlying primary documents to determine
whether the revenue had been recognised in the
appropriate period.

Other information

Management is responsible for the other information. The other information comprises 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.
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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 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
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.
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— 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, related safeguards.

From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the 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.

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 the Supervisory Board on 26 November 2019 to audit the financial
statements of the Company as at and for the year ended 31 December 2019. Our total
uninterrupted period of audit engagements is 15 years, covering the years ended
31 December 2005 to 31 December 2019.

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.
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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, which have not been disclosed in the
Management Report or in the financial statements of the Company.

Additional Report to the Supervisory Board

We confirm that our auditors’ report is consistent with the additional report to Supervisory
Board of the Company.

The e:ggggrpe’nf"ﬁé e

& > /7

r on the audit resulting in this independent auditors’ report is:

Aleey Dnfyife Anatoliyovych

Reglstf "ipn\r:jo. 1 9146/2 in'the Register of Auditors and Audit Organisations

Deputy Di‘re‘cvtbr,,' L
JSC KPMG Audit
20 May 2020



Entity

LLC KARPATNAFTOCHIM

LLC KARPATNAFTOCHIM
Financial statements as at and for the vears ended 31 December 2019 and 31 December 2018 and as at I January 2018
Balance sheets (Statements of financial position) as at 31 December 2019. 31 December 2018, and 1 January 2018

Date (year. month. day)

Location Ukraine

Form of ownership

Limited Liability Company

Principal activity

Average number of employees 2,695

Address
77306, tel.: 7-31-14

4 Promyslova street, Kalush, Ivano-Frankivsk region,

EDRPOU
KOATUU
KOPFG
KVED

Measurement unit: thousand UAH without a decimal point
Prepared in accordance with (put "v" where appropriate):

National Accounting Standards
International Financial Reporting Standards

CODES

2019 [ 12 | 31

33129683

2610400000

240

20.14

\Y%

Balance sheets (Statements of financial position)

as at 31 December 2019, 31 December 2018 and 1 January 2018

Form No. 1 DKUD Code 1801001
Assets Line (31 December | 31 December 1 January Note
Code 2019 2018 (restated) | 2018 (restated)
1 2 3 4 5 6
1. Non-current assets

Intangible assets: 1000 4,074 3.863 -
historical cost 1001 19,000 17,984 12.643
accumulated amortisation 1002 (14.926) (14,121) (12.643)
Construction in progress 1005 194,289 15.695 15.826 10
Property, plant and equipment: 1010 1,419,340 1,518,736 1.645.271 10
historical cost 1011 3472311 3,417.007 3.397.503
accumulated depreciation 1012 (2,052,971) (1,898.271) (1.752.232)
Investment property 1015 - - -
Long-term biological assets 1020 - - -
Historical cost of long-term biological assets 1021 - - -
Accumulated amortisation of long-term 1022

biological assets - - -
Long-term financial investments:
accounted for using equity method 1030 - - -
other financial investments 1035 - - -
Non-current receivables 1040 - - -
Deferred tax assets 1045 - - -
Goodwill 1050 - - -
Other non-current assets 1090 5,661 21.114 -
Total non-current assets 1095 1,623,364 1,559,408 1,661,097

Statements of financial position are to be read in conjunction with the notes to, and forming part of. the financial

statements set out on pages 35 to 70.

27




Balance sheets (Statements of financial position) as at 31 December

LLC KARPATNAFTOCHIM
Financial statements as at and for the vears ended 31 December 2019 and 31 December 2018 and as at | January 2018

2019. 31 December 2018. and | January 2018

(continued)
Line 31 December |31 December| 1 January
Assets Code 2019 2018 2018 Note
(restated) (restated)
1 2 3 4 5 6
1I. Current assets
Inventories 1100 1.569,631 1,977.699 1.533.089 11
Raw materials and consumables 1101 1,010.507 1.229.917 841431
Work in progress 1102 203.575 321.562 401.667
Finished goods 1103 343.131 424267 272871
Merchandise 1104 12.418 1.953 17.120
Current biological assets 1110 - - -
Trade accounts receivable 1125 130,934 42.870 114.082 13
Other receivables:
prepayments made 1130 158.606 492,062 219.673
taxes, including: 1135 332.783 215.614 470.762 12
income tax 1136 - - -
Accrued income receivable 1140 - - -
Receivables on internal settlements 1145 69 21,932 1.305
Other current receivables 1155 1.689 11,060 2.204
Current financial investments 1160 - - -
Cash and cash equivalents 1165 519.329 360.689 243,117
Cash at hand 1166 4 10 8
Cash and cash equivalents in banks 1167 519.325 360.679 243.109 14
Deferred expenses 1170 1,729 2.906 2,637
Other current assets 1190 27.447 10,405 -
Total current assets 1195 2,742,217 3,135,237 2,586,869
ML Non-curr;:;tpissielt;:loel:(‘i)sfor sale, and 1200 7.000 7047 76
Total assets 1300 4,372,581 4,701,692 4,248,042

Statements of financial position are to be read in conjunction with the notes to. and forming part of, the financial

statements set out on pages 35 to 70.

119)
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LLC KARPATNAFTOCHIM
Financial statements as at and for the vears ended 31 December 2019 and 31 December 2018 and as at 1 January 2018

Balance sheets (Statements of financial position) as at 31 December 2019, 31 December 2018, and 1 January 2018
fcontinued)

Line 31 December3 1 December| 1 January
Equity and Liabilities Code 2019 2018 2018 Note
(restated) (restated)

I. Equity
Share capital 1400 2.321.013] 2.321.013] 2.321.013 15
Revaluation surplus 1405 - - -
Additional capital 1410 6.681.066| 5.076.461 4,003.919 15
Share premium 1411 - - -
Accumulated foreign exchange differences 1412 - - -
Reserve capital 1415 - - -
Retained earnings (accumulated deficit) 1420 |(24.882.,507)|(26.259.059)| (25.137.209)
Unpaid capital 1425 - - -
Capital withdrawals 1430 - - -
Total equity 1495 |(15,880,428)((18,861,585)|(18,812,277)
I1. Non-current liabilities and provisions
Deferred tax liabilities 1500 - - -
Post-employment obligations 1505 191,951 229.683 230.627 17
Long-term bank loans 1510 - - -
Other non-current liabilities* 1515 17.927,625| 20.585.299| 17.960.693 16
Long-term provisions 1520 24,611 23.509 12.220

provisions for employee benefits 1521 24611 23.509 12.220
Target financing 1525 - - -
Total non-current liabilities and provisions 1595 | 18,144,187 20,838,491| 18,203,540
I11. Current liabilities and provisions
Short-term bank loans 1600 1.265,187] 2.265.667| 1.838.628 16
Current portion of long-term liabilities** 1610 586 121.828] 2.525.151 16
Trade accounts payable*** 1615 346.852 37.467 153.164
Taxes payable, including: 1620 10,461 8.093 8.071
income tax 1621 - - -
Insurance payable 1625 4,841 3.501 3.124
Salaries payable 1630 15,603 14,715 9.828
Prepayments received 1635 105,097 248.331 317.984
Payables to shareholders 1640 - - -
Payables on internal settlements 1645 4212 439 829
Payables on insurance activities 1650 - - -
Current provisions 1660 - - -

Statements of financial position are to be read in conjunction with the notes to. and forming part of. the financial

statements set out on pages 35 to 70.




Financial statements as at and for the vears ended 31 Decembe

LLC KARPATNAFTOCHIM

r 2019 and 31 December 2018 and as at | January 2018

Balance sheets (Statements of financial position) as ar 31 December 2019. 31 December 2018. and 1 January 2018

(continued)
Line 31 Decemberp 1 December| 1 January
Equity and Liabilities Code 2019 2018 2018 Note
(restated) (restated)
Deferred income 1665 - - -
Other current liabilities 1690 355.983 24.745 - 18
Total current liabilities and provisions 1695 2,108,822 2,724,786 4,856,779
IV. Obligations under non-current assets held
for sale, and disposal groups 1700 - ) -
Total equity and liabilities 1900 4,372,581 4,701,692] 4,248,042

* Other non-current liabilities as at 31 December 2019 include loans from related parties (Note 16) amounting
to UAH 17.926.033 thousand and long-term operating lease liabilities amounting to UAH 1,592 thousand.

** Current portion of long-term liabilities includes current operating lease liabilities amounting to UAH 586
thousand as at 31 December 2019 and loans from related parties amounting to UAH 121.828 thousand (Note

16) as at 31 December 2018.

*** Trade accounts payable are mainly represented by trade accounts payable to third parties for raw materials

and supplies.

**** Total liabilities and provisions is calculated as total of lines 1595 and 1695 amounting to UAH 20.253.009
thousand as at 31 December 2019; UAH 23.563,277 thousand as at 31 December 2018: UAH 23.060.319

thousand as at 1 January 2018.

Statements of financial position are to be read in conjunction with the notes to. and forming part of, the financial

statements set out on pages 35 to 70.
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LLC KARPATNAFTOCHIM
Financial statements as at and for the vears ended 31 December 2019 and 31 December 2018 and as at 1 January 2018
Income statements (Statements of comprehensive income) for the vears ended 31 December 2019 and 31 December 2018

CODES
Date (year. month. day) 2019 [ 12 I 31
Entity LLC KARPATNAFTOCHIM ~ EDRPOU [ 33129683 ]
Income statements
(Statements of comprehensive income)
for the years ended 31 December 2019 and 2018
Form No. 2 DKUD Code 1801003
Item Line Code 2019 2018 (restated)] Note

1 2 3 4 5

Net revenue 2000 13.616.623 14.541.206 5
Net insurance premiums earned 2010 - -
Insurance premiums written. gross 2011 - -
Premiums ceded to reinsurance 2012 - -
Changes in unearned premium reserve, gross 2013 - -
Change in reinsurers’ share in unearned premium reserve 2014 - -
Cost of revenue 2050 (12.869.106)| (13.445.573)
Net insurance claims paid 2070 - -

Gross:
Profit 2090 747,517 1,095,633
Loss 2095 -
Gain (loss) from changes in provisions for long-term 2105 ) )
liabilities
Gain (loss) from changes in other insurance provisions 2110 - -
Changes in other insurance provisions, gross 2111 - -
Change in reinsurers’ share in other insurance provisions 2112 - -
Other operating income including: 2120 50.944 26.690
Gain from change in value of assets measured at fair value 2121 - -
Gain from initial recognition of biological assets and 2122 ) )
agricultural products

Gain from use of tax-exempt funds 2123 - -
Administrative expenses 2130 (284.135) (261.173)
Sales and distribution expenses 2150 (49.491) (47.326)

Other operating expenses including;: 2180 (251.111) (330.678) 6
Loss from change in value of assets measured at fair value 2181 - -

The statements of profit or loss and other comprehensive income are to be read in conjunction with the notes

to, and forming part of, the financial statements set out on pages 35 to 70.



LLC KARPATNAFTOCHIM
Financial statements as at and for the vears ended 31 December 2019 and 31 December 2018 and as ar I January 2018
Income statements (Statements of comprehensive income) for the vears ended 31 December 2019 and 31 December 2018
fcontinued)

Item é(‘)'(‘j"'e 2019 2018 (restated) |  Note
Loss from initial recognition of biological assets and 2182 - -
agricultural products

Results from operating activities:

Profit 2190 213.724 483.146

Loss 2195 - -
Share of profit of equity accounted investees 2200 - -
Other finance income 2220 3.192.681 413.462 7
Other income 2240 86 57
Income from charity 2241 - -
Finance costs 2250 (2.085.574) (2.260.740) 7
Share of loss of equity accounted investees 2255 - -
Other expenses 2270 (185) (5.744)
Profit (loss) from inflation impact on monetary items 2275 - -
Financial result before tax:

Profit 2290 1,320,732 -

Loss 2295 - (1,369,819)
Income tax (expense) benefit 2300 - 235436 9
Profit (loss) from discontinued operations after tax 2305 - -
Net financial result:

Profit 2350 1,320,732 -

Loss 2355 - (1,134,383)

II. COMPREHENSIVE INCOME
Item Line Code 2019 2018 (restated) Note
1 2 3 4 5

Revaluation increase (decrease) in non-current assets 2400 - -
Revaluation increase (decrease) in financial instruments 2405 - -
Accumulated foreign exchange differences 2410 - -
Share of other comprehensive income of associates and 2415 - -
joint ventures
Other comprehensive income (loss)* 2445 36,761 12.533 17
Other comprehensive income (loss) before tax 2450 36,761 12,533 17
Income tax related to other comprehensive income (loss): 2455 - -
Other comprehensive income (loss) after tax 2460 36,761 12,533 17
Comprehensive income (loss) (total of lines 2350, 2465 1,357,493 (1,121,850)

2355, and 2460)

* Other comprehensive income will not be reclassified to profit or loss

The statements of profit or loss and other comprehensive income are to be read in conjunction with the notes
to, and forming part of, the financial statements set out on pages 35 to 70.




LLC KARPATNAFTOCHIM

Financial statements as at and for the vears ended 31 December 2019 and 31 December 2018 and as at | January 2018
Income statements (Statements of comprehensive income) for the vears ended 31 December 2019 and 31 December 2018
(continued)

III. OPERATING EXPENSES
Item Line Code 2019 2018 (restated) Note
1 2 3 4 5
Materials 2500 11.514.955 12.632.046
Salaries 2505 502.682 440.754
Social charges 2510 111,767 128.439
Depreciation and amortisation 2515 158.136 178.188
Other operating expenses 2520 1.793.201 1.229.657
Total 2550 14,080,741 14,609,084

IV. EARNINGS PER SHARE

Item Line Code 2019 2018 (restated) Note
1 2 3 4 5
Weighted-average annual number of ordinary shares 2600 - -
Adjusted weighted-average annual number of ordinary 2605 - i
shares
Basic earnings (loss) per ordinary share 2610 - -
Diluted earnings (loss) per ordinary share 2615 - -
Dividend per ordinary share 2650 - -

The statements of profit or loss and other comprehensive income are to be read in conjunction with the notes
to. and forming part of, the financial statements set out on pages 35 to 70.




LLC KARPATNAFTOCHIM
Financial statements as at and for the vears ended 31 December 2019 and 31 December 2018 and as at | January 2018
Statements of cash flows for the vears ended 31 December 2019 and 31 December 2018

CODES
Date (year. month. day) | 201 91 12 \ 31
Entity LLC KARPATNAFTOCHIM EDRPOU 33129683
Statements of cash flows (direct method)
for the years ended 31 December 2019 and 2018
DKUD Code 1801004
i R
Item Cine 1 2019 (re's(t);fe g | Mote
1 2 3 4
L. Cash flows from operating activities
Proceeds from:
Sales of goods and services 3000 3,377.861| 4.457.836
Taxes recovered 3005 478,999 1.912.647
including VAT 3006 478.698] 1.912.545
Target financing 3010 9.423 6.353
Subsidies and subventions 3011 - -
Prepayments received 3015 10.826.214] 10.980.418
Prepayments returned 3020 538.217 48.493
Interest on current accounts 3025 21,022 19.045
Fines and penalties 3035 - -
Operating lease 3040 606 940
Royalties 3045 - -
Other proceeds 3095 33.851 15.647
Payments:
Goods and services 3100 (3.218.050)] (3.210.864)
Wages and salaries 3105 (401,718) (340.181)
Social charges 3110 (111.158) (96.523)
Taxes 3115 (151,433 (146.348)
Income tax 3116 - -
VAT 3117 - (300)
Other taxes 3118 (151,433 (146.048)
Prepayments made 3135 (9.833.465)((13.422.408)
Prepayments returned 3140 (63.,435) (15.446)
Target contributions 3145 - -
Other payments 3190 (80.816) (123.128)
Net cash flows from operating activities 3195 1,426,118 86,481

The statements of cash flows (direct method) are to be read in conjunction with the notes to, and forming part

of, the financial statements set out on pages 35 to 70.
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LLC KARPATNAFTOCHIM
Financial statements as at and for the vears ended 31 December 2019 and 31 December 2018 and as ar | January 2018
Statements of cash flows for the vears ended 31 December 2019 and 31 December 2018

(continued)

i 2
Item CL")'(‘“; 2019 (rgs(t);tse " Note
11. Cash flows from investing activities
Proceeds from sale of:
financial investments 3200 - -
non-current assets 3205 25 14
Proceeds from:
Interests 3215 - -
Dividends 3220 - -
Proceeds from derivatives 3225 - -
Loans repaid 3230 - -
Other proceeds 3250 - -
Payments for acquisition of:
financial investments 3255 - -
non-current assets 3260 (171.049) (80.921)
Payments on derivatives 3270 - -
Loans granted 3275 - -
Other payments 3290 - -
Net cash flows from investing activities 3295 (171,024) (80,907)
II1. Cash flows from financing activities
Proceeds from:
Issue of share capital 3300 - -
Loans and borrowings 3305 2.818.293 1.709.610 16
Other proceeds 3340 - -
Payments:
Treasury shares purchased 3345 - -
Loans repaid 3350 (3.658.915)| (1,402.625) 16
Dividends paid 3355 - -
Interest paid 3360 (196.459) (185.769) 16
Financial lease liabilities paid 3365 - -
Other payments 3390 - -
Net cash flows from financing activities 3395 (1,037,081) 121,216
Net cash flows for the reporting period 3400 218,013 126,790
Cash and cash equivalents as at the beginning of the year 3405 360,689 245117
E:geifit‘/;ié?sovements in exchange rates on cash and cash| 3410 (59.373) (9.218)
Cash and cash equivalents as at year end 3415 519,329 360.689

* The Company changed its accounting policies from indirect to direct method of preparation of cash flow statement. See

Note 25 for further details on changes in accounting policies.

The statements of cash flows (direct method) are to be read in conjunction with the notes to. and forming part

of, the financial statements set out on pages 35 to 70.
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LLC KARPATNAFTOCHIM
Financial statements as at and for the vears ended 31 December 2019 and 3] December 2018 and as at 1 January 2018
Statement of changes in equity for the year ended 31 December 2019

CODES
Date (year. month, day) 2019 ’ 12 | 51
Entity LLC KARPATNAFTOCHIM EDRPOU 33129685
Statement of changes in equity
for the year ended 31 December 2019
(in thousands of Ukrainian Form No. 4 DKUD Code 1801005
hryvnias)
Attributable to Parent Company owners
v - = - = .
B £ g = E = £ = =
= - -— @ — o —_
Item S & 2| 8% b e F¥S T ] £z =
@ S 28 =d= @ EEEE | = S35 3
= - =] - = z =350 = = 2 i
3 = z > - o S g S
s = ° 2 g |5 ¢
B“t':e“;i;s at the beginning of | 400012321013 | - [5,123,775 (26,477,366) - | (19,032,578)
Adjustments for: - -
Changes in accounting policies 170,993
(Note 25) 4005 - - | (47,314) 218,307 -
Correction of errors 4010 - - - - - -
Other changes 4090 - - - - - _
Restated balance as at the | y095 |5 3771013 | - 15,076,461 (26,259,059) - | (18.861,585)
beginning of the year
Net profit (loss) for the 4,0, - - 1,320,732 -1 1,320,732
reporting period
Other comprehensive income
for the reporting period (Note | 4110 - - - 36,761 - 36,761
17)
Revaluation increase (decrease) in | 4111 - - - - - -
non-current assets
Revaluation increase (decrease) in | 4112 - - - - - -
financial instruments
Accumulated foreign exchange {4113 - - - - - _
differences
Share of other comprehensive | 4114 - - - - - -
income of associates and joint
ventures
Other comprehensive income 4116 - - - - - -
Retained earnings distributed: - -
Distributions to owners
2 - - - - - -
(dividends) 4200
Reinvestment in share capital 4205 - - - - - -
Allocations to reserve capital 4210 - - - - - -
Net profit allocated to budget | 4215 - - - - - -
under legislation
Net profit used to set up special | 4220 - - - - - _
(target) funds
Net profit used to pay benefits 4225 - - - - - _

The statement of changes in equity is to be read in conjunction with the notes to. and forming part of. the

financial statements set out on pages 35 to 70.




LLC KARPATNAFTOCHIM
Financial statements as at and for the vears ended 31 December 2019 and 31 December 2018 and as at 1 January 2018
Statement of changes in equity for the vear ended 31 December 2019

(continued)

Attributable to Parent Company owners
% = g = E T E =z
B - — (=% T e = _—
Item % ? 2 § g g R 5] = ; =
£ ¢ =5 5§ b4 SEES | B g3 S
- ] R < 5 e £ g~ g C £ F
7 & < g g = 2
Capital withdrawals: - - - -
Contributions to share capital 4240 - - - - - - -
Repayment of capital obligations | 4245 - - - - - - -
Capital withdrawals: - - -
Treasury shares purchased 4260 - - - - - - -
Treasury shares sold 4265 - - - - - - -
Annulment of treasury shares 4270 ) _ } _ } . .
purchased
Capital withdrawals 4275 - - - - - - -
Decrease in nominal value of 4280
shares
Other changes in equity (Note 16 1459, | -] 1,604,605 1905 | - | 1.623.664
(a)) < L] () o LA e L} )
Non-controlling interest in 4291
subsidiary purchased (sold)
Total changes in equity 4295 - - | 1,604,605 1,376,552 - - 2,981,157
Balance as at year end 4300 | 2,321,013 - | 6,681,066 (24,882,507) - - | (15,880,428)

The statement of changes in equity is to be read in conjunction with the notes to. and forming part of. the

financial statements set out on pages 35 to 70.
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LLC KARPATNAFTOCHIM
Financial statements as ar and for the vears ended 31 December 2019 and 31 December 2018 and as ar | January 2018
Statement of changes in equiny for the vear ended 31 December 2018

CODES
Date (year. month. day) 2019 l 12 | 31
Entity LLC KARPATNAFTOCHIM EDRPOU 33129683
Statement of changes in equity
for the year ended 31 December 2018
(in thousands of Ukrainian Form No. 4 DKUD Code 1801005
hrvvnias)
Attributable to Parent Company owners
[°) = = = = %}
2 g 5 = = 2@ = =
=] - — -— =% = @ — = —
ftem < 5 |2 E£T | 5| 2E35% 5 |&: 3
@ ® = = z e ¢ SEEEYG = = S
E = s = =8 < 2o s o= ;
3| & &% F | g|ERET E T
w -4 ~ -
B‘l'::;‘:ajs at the beginning of | 4404 |5 351 013 4003919 | - [(25.193.416) - | (18.868.484)
Adjustments for: - - -
Changes in accounting policies ) ) R _ o ) 56.207
(Note 25) 4005 56.207
Correction of errors 4010 - - - - - - -
Other changes 4090 - - - - - - -
Restated balance as at the | 4695\ 5371013 | - 14.003.919 | - |(25.137.209) - | (18.812.277)
beginning of the year
Net profit (loss) for the reporting 4100 ) ) ) -1 (1.134.383) ) (1.134.383)
period T T
Other comprehensive income
for the reporting period (Note | 4110 - - - - 12,533 - 12.533
17)
Revaluation increase (decrease) in |4111 - - - - - - -
non-current assets
Revaluation increase (decrease) in {4112 - - - - - - R
financial instruments
Accumulated foreign exchange |4113 - - - - - - -
differences
Share of other comprehensive | 4114 - - - - - - -
income of associates and joint
ventures
Other comprehensive income 4116 - - - - - - -
Retained earnings distributed: - - - - - -
Distributions to owners
(dividends) 4200 j j ) B ) ) B
Reinvestment in share capital 4205 - - - - - - -
Allocations to reserve capital 4210 - - - - - - -
Net profit allocated to budget | 4215 - - - - - - _
under legislation
Net profit used to set up special | 4220 - - - - - - -
(target) funds
Net profit used to pay benefits 4225 - - - - - - -

The statement of changes in equity is to be read in conjunction with the notes to. and forming part of. the

financial statements set out on pages 35 to 70.
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LLC KARPATNAFTOCHIM
Financial statements as af and for the vears ended 31 December 2019 and 31 December 2018 and as at 1 January 2018

Statement of changes in equity for the vear ended 31 December 2018

fcontinued)
Attributable to Parent Company owners
@ ]
v - = £ 3| B z | £
= 2] - =% = -3 - <
=3 = = «© = = & = s
o = bs © = s=z = = -
Item o 5] H = 3] s 35 o = =
£ g g g s | TEs 2 |2 2
3 5 - £ 5 £87 £ |z ‘
7 = = ] E = £ =
3 : | £ g |- |E
& o
Capital withdrawals: - - -
Contributions to share capital 4240 - - - - -
Repayment of capital obligations 4245 - - - - -
Capital withdrawals: - -
Treasury shares purchased 4260 - - - - -
Treasury shares sold 4265 - - - - -
Annulment of treasury shares
- 2 - - - - -
purchased 4270
Capital withdrawals 4275 - - - - -
Decrease in nominal value of
-
shares 4280
Orher changes in cquity (Yot 16 1 4299 1072542 | - - 1.072.542
Non-controlling interest in 4291
subsidiary purchased (sold)
Total changes in equity 4295 1,072,542 - | (1,121.850) - (49.308)
Balance as at year end 4300 5,076.461 - (26.259.059) - (18.861.585)

The statement of changes in equity is to be read in conjunction with the notes to, and forming part of. the

financial statements set out on pages 35 to 70.
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LLC KARPATNAFTOCHIM
Financial statements as at and for the vears ended 31 December 2019 and 31 December 2018 and as at | January 2018
Notes to the financial statemenis

Reporting entity

Business environment

The Company’s operations are located in Ukraine. The political and economic situation in Ukraine
has been subject to significant turbulence in recent years. C onsequently. operations in the country
involve risks that do not typically exist in other markets.

An armed conflict in certain parts of Lugansk and Donetsk regions. which started in spring 2014. has
not been resolved and a part of 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 recognized by Ukraine and many other countries. This event
resulted in a significant deterioration of the relationship between Ukraine and the Russian Federation.

After economic crisis in 2014-2015, the Ukrainian economy recovered considerably in the last couple
of years, with a slowed down inflation, stable Ukrainian hryvnia exchange rate. growing GDP. and
general revival in business activity.

In 2019, a new law on currency and currency transactions came into force. The new law abolished a
number of restrictions, defined new principles of currency operations, currency regulation and
supervision, and resulted in significant liberalization of foreign currency transactions and capital
movements. In particular, the requirement of mandatory sale of foreign currency proceeds on the
interbank market was cancelled, while the settlement period for export-import transactions in foreign
currency was increased considerably. Also, all restrictions on payment of dividends abroad were
lifted.

The International Monetary Fund (the “IMF™) continued to support the Ukrainian government under
the fourteen-month Stand-By Arrangement approved in December 2018. Other international
financial institutions have also provided significant technical support in recent years to help Ukraine
restructure its external debt and launch various reforms, including anticorruption, corporate law. land
reform and gradual liberalization of the energy sector.

In 2019, following the presidential and parliamentary elections a new government was formed which
aims to continue reforming the Ukrainian economy., stimulate economic growth and fight corruption.

In September 2019, S&P and Fitch upgraded Ukraine’s credit rating to B, with a stable outlook. and
B, with a positive outlook, respectively, reflecting improved access to fiscal and external financing.
macroeconomic stability and declining public indebtedness. Further stabilization of economic and
political environment depends, to a larger extent, on the continued implementation of structural
reforms, cooperation with the IMF and refinancing of public debt falling due in the next years.

Whilst management believes it is taking appropriate measures to support the sustainability of the
Company’s business in the current circumstances, a continuation of the 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.

(%)
N
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Organization and operations

Limited Liability Company “KARPATNAFTOCHIM™ (the “Company™) was incorporated in
accordance with the Ukrainian legislation on 5 November 2004.

The Company's registered office is 4 Promyslova Str. Kalush. Ivano-Frankivsk region. Ukraine.

The Company’s principal activity is producing and selling ethylene. propylene. pyrolysis fractions.
petrobenzene, polyethylene, suspension polyvinyl chloride. vinyl chloride, caustic soda. and liquid
air rectification products. The Company’s products are sold in Ukraine and abroad.

The Company’s Parent is KARPATY CHEMICAL B.V.. a resident of the Kingdom of the
Netherlands, owing 100% of shares.

The Company’s beneficiary owners include:

An individual, Mr. Ilham Jalal ogli Mamedov, the Chairman of the Supervisory Board. with indirect
51% ownership. Mr. Ilham Jalal ogli Mamedov is the Company’s ultimate controlling party.

An individual, Mr. Igor Valentynovych Shutsky, a Ukrainian citizen, Deputy Chairman of the
Supervisory Board, with indirect 49% ownership.

Basis of preparation

Statement of compliance

These financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS™).

Starting from 2019, the Company changed NAS to IFRS for financial reporting purposes.
Information on the reasons for transition to IFRS is provided in Note 25.

These financial statements are the first financial statements where IFRS 16 Leases is applied. Related
changes in accounting policies are disclosed in Note 24(h).

Liquidity management

As at 31 December 2019, the Company has negative equity amounting to UAH 15.880.428 thousand
(31 December 2018: UAH 18,861.585 thousand; 1 January 2018: UAH 18.812.277 thousand).

Management believes that the going concern basis for preparing these financial statements is
appropriate based on the following:

e During 2019 and 2018, the Company concluded additional agreements with a related party.
according to which loans and borrowings were restructured and payments of principal and
accrued interest were prolonged till 2022 and subsequent period.

e Asat 31 December 2019, current assets exceed current liabilities by UAH 633.395 thousand.

e The Company has positive cash flows from operating activities amounting to UAH 1.426.118
thousand for the year ended 31 December 2019.

e Based on analysis of financial performance in 2019 and forecasts for development of Ukrainian
and international markets for the Company's products, management expects the Company will
be able to generate operating profit in future periods.
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Management believes that the Company will be able to achieve a sufficient level of profitability in
the future periods to continue its operations and repay loans. Therefore. these financial statements
are prepared on a going concern basis. which contemplates realization of assets and settlement of
liabilities in the normal course of business.

Basis of measurement

The financial statements are prepared on the historical cost basis.

Functional and presentation currency

The national currency of Ukraine is the Ukrainian hryvnia (“UAH™), which is the Company’s
functional currency 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 are as follows:

Currency 31 December 2019 31 December 2018
USD 23.69 27.69
EUR 26.42 31.71

As at the date when these financial statements were authorized for issue, 20 May 2020. the exchange
rates were UAH 26.5159 for USD 1 and UAH 29.0217 for EUR 1.

Use of estimates and judgements

The preparation of financial statements in conformity with IFRS 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 recognized in the period in which the estimates are revised and in any future periods
affected.

Information on critical judgments in applying accounting policies that have the most significant
effect on the amounts recognized in the financial statements is included in the following notes:

e Note 16(a) — initial measurement of loans and borrowings from related parties.

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

e Level I: 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
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the liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

e Level 3: inputs for the asset or the 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 categorized in different
levels of the fair value hierarchy. then the fair value measurement is categorized 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 recognizes transfers between levels of the fair value hierarchy at the end of the

reporting period during which the transfer occurred.

Further information about the assumptions made in measuring fair values is included in Note 19.

Changes in accounting policies

These financial statements are the first financial statements where IFRS 16 Leases is applied. Related
changes in accounting policies are disclosed in Note 24(h). As at 31 December 2019. the Company
recognized leased assets and related liabilities amounting to UAH 2.139 thousand (1 January 2019:

none).

Net revenue

*000 UAH 2019 2018
Sales of finished goods 13,542,824 14.406.644
Sales of merchandise 32,859 102.655
Services 40,940 31.907
Total 13,616,623 14.541.206
Sales of finished goods for the years ended 31 December are presented as follows:

*000 UAH 2019 2018
Suspension polyvinyl chloride 4,854,443 4.671.741
Polyethylene 2,609,695 2.994.811
Propylene 2,164,358 2.328.855
Caustic soda 1,325,626 1,905.354
Petrobenzene 1,108,020 1.245.190
Other 1,480,682 1.260.693
Total 13,542,824 14.406.644

The Company recognizes sales when control is transferred, namely when goods are transferred to the
customer in the agreed point and the customer assumes all costs and risks associated with the goods.

The Company mainly sells goods to third parties located in the EU and other countries.
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Contract balances

The following table presents receivables and contract liabilities from contracts with customers:

31 December 3 December 1 January
*000 UAH 2019 2018 2018
130,934 42 870 114.082

Trade accounts receivable
Contract liabilities (105,097) (248.331) (317.984)
Total 25,837 (205.461) (203.902)

Contract liabilities are represented by prepayments for finished products received from customers.
Prepayments recognized in contract liabilities as at the beginning of the period were recognized as
revenue from sales for the period ended 31 December 2019 and 2018. respectively.

Other operating expenses

000 UAH 2019 2018
Sales of other current assets 47,485 4.198
Fines and penalties recognized 1,023 5.536
Shortfall and loss from damaged and spoiled goods 2,677 227
Bad and doubtful debts 14,929 12.326
Write-down of inventories to net realizable value 18,699 70.257
Other operating expenses 166,298 238.134
Total 251,111 330.678

Net finance income (expenses)

000 UAH Note 2019 2018
Interest income 21,022 19.045
Foreign exchange gain 3,171,659 394.417
Total finance income 3,192,681 413.462
Interest expense 16(c) (2,063,654) (2.239.857)

Interest cost on post-employment employee

benefit obligations 17(a) (21,920) (20.883)
Total finance expenses (2,085,574) (2.260.740)
Net finance income (expenses) 1,107,107 (1.847.278)
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Personnel costs

000 UAH 2019 2018
Salaries 491,228 424.640
Salary related charges 102,944 88.716
Total 594,172 513.356

During 2019, personnel costs were recognized in profit or loss as follows: costs amounting to UAH
440,059 thousand were recognized in cost of revenue (2018: UAH 371.299 thousand): costs
amounting to UAH 20.736 thousand were capitalized in finished goods (2018: UAH 22.861
thousand); costs amounting to UAH 108,022 thousand were recognized in administrative expenses
(2018: UAH 88,077 thousand): costs amounting to UAH 8.440 thousand were recognized in sales
and distribution expenses (2018: UAH 7,753 thousand): and costs amounting to UAH 16.915
thousand were recognized in other expenses (2018: UAH 23.366 thousand).

Income tax

Income tax (benefit) expense
The applicable income tax rate for the Company in 2018, 2019 and in subsequent periods is 18%.

Components of income tax expense for the years ended 31 December are as follows:

000 UAH 2019 2018

Current income tax expense - -
Deferred tax expense - 235.436

Total income tax (benefit) expense - 235.436

40
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The difference between the total expected income tax expense computed by applying the statutory
income tax rates to profit/(loss) before taxation and the reported income tax (benefit) expense is as
follows:

’000 UAH Year ended 31 December 2019

Amount Percentage
Profit before tax 1,320,732 100%
Income tax at applicable tax rate 237,732 18%
Change in unrecognized deferred tax assets 168,026 13%
Tax effect of transition to IFRS (665,824) (50%)
Adjustments to previous period 260,066 20%

Total income tax (benefit) expense - -

000 UAH Year ended 31 December 2018
Amount Percentage
Loss before tax (1.369.819) 100%
Income tax at applicable tax rate (246.567) 18%
Change in unrecognized temporary differences (9.102) 1%
Tax effect of non-deductible or nontaxable items 20.233 (1%)
Total income tax (benefit) expense (235.436) 17%

As at 31 December 2018, the Company had loans from related parties, with difference between
nominal value and amortized cost amounting to UAH 3.,699.021 thousand. As a result of transition
from NAS to IFRS used as financial information for taxable income calculation. deferred tax
liabilities amounting to UAH 665,824 thousand attributable to the difference between nominal value
and amortized cost of loans were derecognized.

Adjustments to previous periods in 2019 include effect of adjustments based on reults of tax audit
amounting to UAH 196,990 thousand.

Recognized deferred tax assets and liabilities

Recognized

Recognized in directly in 31 December 2018

31 December 2019
profit or loss

000 UAH equity
Loans and borrowings - 665.824 - (665.824)
Tax losses carried forward - (665.824) - 665.824

Total recognized deferred
tax assets and liabilities

41
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Recognized

31 December 2018 in profit or direct‘l{?cigimjiets I January 2018
'000 UAH oss ¥ mnequit
Loans and borrowings (665.824) - (235.436) (430.388)
Tax losses carried forward 665.824 235,436 - 430.388

Total recognized deferred tax
assets and liabilities

L}
|89}
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(235.436)

Unrecognized deferred tax assets

Overall economic and political situation in Ukraine remains unstable. and fluctuations of UAH
exchange rates are difficult to predict. Also, the Company’s financial result for the recent years was
negative and comprised foreign exchange loss, however, net income for 2019 includes foreign
exchange gain. Additionally, due to changes in legislation described in Note 25, starting from 2019,
the Company applies IFRS in preparing its financial statements, which are the basis for income tax
assessment, however, the requirements to transfers of accumulated temporary differences are not
always clear. This indicates uncertainty related to the assumption that future taxable profit will be

available against which the Company can utilize the related tax benefits.

Based on the above, management decided not to recognize deferred tax asset attributable to the

following items as at 31 December 2019, 31 December 2018, and 1 January 2018:

Change in unrecog-

31 December 2019 nized temporary 31 December 2018
*000 UAH differences
Property, plant and equipment 141,319 (11,818) 153.137
Trade and other receivables 8,972 2,327 6.645
Post-employment benefit obligations 34,551 (6,792) 41.343
Tax losses carried forward 3,434,555 184,309 3.250.246
Total unrecognized deferred tax assets 3,619,397 168,026 3.451.371

Change in unrecog

31 December 2018 nized temporary 1 January 2018
000 UAH differences
Property, plant and equipment 153,137 (10.176) 163.313
Inventories - (14.373) 14.373
Trade and other receivables 6.645 1.794 4.851
Post-employment benefit obligations 41,343 (170) 41.513
Tax losses carried forward 3.250,246 13.823 3.236.423
Total unrecognized deferred tax assets 3.451,371 (9.102) 3.460.473
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Property, plant and equipment and construction in progress

Office
equip- Construc-
Land and Plant and Motor mentand tion in

‘000 UAH buildings equipment vehicles furniture progress Total
Cost

Balance as at 1 January 2018 1,761,945 1.579.957 35509 16,238 16.012 3.409.661
Additions - - 3512 1.978 51.065 56.555
Transfers 12.052 39.330 - - (51.382) -
Disposals (102)  (32.964) - (448) - (33.514)

Balance as at 31 December 2018 1,773,895 1.586.323 39.021 17,768 15.695 3.432.702
5,7

Additions 2,139 ,786 - 152 241,215 249,292
Transfers 683 50,011 838 1,674  (60,752) -
Disposals - (13,352) - (173)  (1,869)  (15394)

Balance as at 31 December 1,776,717 1,628,768 47,405 19,421 194,289 3,666,600

2019

Depreciation and impairment

losses

Balance as at 1 January 2018 (901,047) (808.984) (24.790) (13.558) (1.748.379)
Depreciation for the year (58.690) (93.972) (6.312) (1.800) (160.774)
Disposals 102 10,412 - 368 10.882
Balance as at 31 December 2018 (959.635) (892,544) (31,102) (14.990) - (1.898.271)
Depreciation for the year (59,267) (91,442) 2,794 (1,779) - (155,282)
Disposals - 423 - 159 - 582
Balance at 31 December 2019 (1,018,902) (983,563) (33.896) (16,610) - (2,052,971)

Carrying amounts

As at 1 January 2018 860.898 770,973 10,719 2,680 16.012 1.661.282
As at 31 December 2018 814,260 693,779 7,919 2,778 15.695 1.534.451
As at 31 December 2019 757,815 645,205 13,509 2,811 194,289 1,613,629

Depreciation expenses for the year ended 31 December 2019 were allocated between cost of sales.
administrative expenses and other expenses in the amount of UAH 140.967 thousand. UAH 2.404
thousand and UAH 5,268 thousand, respectively (2018: UAH 131.647 thousand. UAH 1.977 thousand
and UAH 19,044 thousand), UAH 6.643 thousand were capitalized in finished goods
(2018: UAH 8,106 thousand).

At 31 December 2019, property, plant and equipment with a carrying amount of UAH 1.105.572
thousand (31 December 2018: UAH 1,189,029 thousand, 1 January 2018: UAH 1,286.361 thousand)
are pledged to secure loans and borrowings (Note 16(b)).
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Inventories

During 2019, inventories amounting to UAH 10.300.574 thousand were recognized in profit or loss
as cost of sales (2018: UAH 11.343.662 thousand). In 2019 transportation expenses incurred when
the goods were delivered to the customers were recognized as cost of sales in the amount of
UAH 578,900 thousand (2018: UAH 517,227 thousand).

In 2019 the write-down of inventories to net realizable value amounted to UAH 18.699 thousand
(2018: UAH 70,257 thousand) (Note 6).

In 2019 raw materials and supplies amounting to UAH 48.484 thousand were recognized in other
operating expenses through write-off or sale.

At 31 December 2019 inventories with a carrying amount of UAH 172350 thousand
(31 December 2018: UAH 184,615 thousand. 1 January 2018: UAH 172.360 thousand) are pledged
to secure loans and borrowings (Note 16(b)).

Taxes receivable

As at each reporting date, taxes receivable are represented mainly by value-added tax receivable.

Trade accounts receivable

31 December 31 December 1 January
<000 UAH 2019 2018 2018
Trade accounts receivable 180,779 79.055 141,031
Allowance for impairment (49,845) (36.185) (26.933)
Total trade accounts receivable 130,934 42.870 114.098

The receivables are considered to be held within a held-to-collect business model consistent with the
Company’s continuing recognition of the receivables.

The Company’s exposure to credit risk and impairment losses related to trade and other receivables
is disclosed in Note 19(c).

Cash and cash equivalents

At each reporting date, cash and cash equivalents are represented by bank balances that are neither
impaired nor past due.

44
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The long-term credit ratings by Moody's Investors Service or its equivalent of banks at which cash
and cash equivalents are held are presented below:

31 December 31 December 1 January
‘000 UAH 2019 2018 2018
Caal 240,006 67.676 117.982
Unrated 279,319 293.003 125.127
Total bank balances 519,325 360.679 243.109

The Company’s exposure to currency risk related to cash and cash equivalents is disclosed in Note
19.

Equity

Share capital

Participants in a limited liability company have voting, profit distribution. and capital repayment
rights proportionally to the size of their contribution to the share capital.

The structure of the Company’s share capital is as follows:

‘000 UAH 31 December 31 December 1 January

2019 2018 2018
Karpaty Chemical B.V. 2,321,013 2.321.013 2.321.013
Total share capital 2,321,013 2.321.013 2.321.013

As at all mentioned balance sheet dates, the Company is ultimately owned by two individuals
indicated in Note 1(b).

Additional paid-in capital

As at 31 December 2019, 31 December 2018 and 1 January 2018 additional paid-in capital includes
the effect of recognition at fair value of low-interest loans from related parties under common control
and the Company’s immediate parent (see Note 16(a)). Related party transactions are disclosed in
Note 22.

The Company also recognized accumulated deficit of LLC “Lukoil Energiya Gas Kalush™. which
merged with the Company in 2017, amounting to UAH 164,034 thousand within additional paid-in
capital.

Dividends

Current Ukrainian legislation limits the amounts of distributable dividends to retained earnings
determined in accordance with IFRS.

In 2019 and 2018, the Company did not make distributions to owners. No other dividends have been
announced by the Company.

The amendment “Puttable Financial Instruments and Obligations Arising on Liquidation™. issued in
February 2008, amended International Financial Reporting Standard 1AS 32 Financial Instruments:
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Presentation and International Financial Reporting Standard 1AS 1 Presentation of Financial
Statements. The amendments became effective for annual periods beginning on or after
1 January 2009. Prior to the amendment, IAS 32 required shareholders’ interests in limited liability
companies to be classified as liabilities because such companies are obliged to pay a withdrawing
shareholder its share of the company’s net assets. Following amendment. 1AS 32 requires such
interests to be classified as equity. rather than liabilities, if, as well as other criteria being met. the
total expected cash flows attributable to the instrument over the life of the instrument are based
substantially on the profit or loss. the change in recognized net assets or the change in the fair value
of the recognized and unrecognized net assets over the life of the instrument and there are no other
instruments issued that have cash flows based substantially on the total cash flows of the above items
or restrict or fix the residual return to the puttable instrument holders.

The Company does not consider it necessary to develop a separate policy for capital management
since management seeks to maintain a sufficient capital base for meeting the Company s operational
and strategic needs. This is achieved with efficient cash management, constant monitoring of the
Company’s revenues and profit, and long-term investment plans mainly financed by the Company’s
operating cash flows and bank loans. With these measures the Company aims for steady profits
growth,

Participants in a limited liability company have voting, profit distribution. and capital repayment
rights proportionally to the size of their contribution, including the right of unilateral withdrawal of
their share of the company’s net assets determined in accordance with I[FRS.

Loans and borrowings

This note provides information about the contractual terms of the Company’s interest-bearing loans
and borrowings, which are measured at amortized cost. For more information about the Company s
exposure to interest rate, foreign currency and liquidity risks, see Note 19.

‘000 UAH 31 December 31 December 1 January
2019 2018 2018

Non-current liabilities and provisions

Other non-current liabilities/ 17.926.033 20.585.299 17.960.693

Loans from related parties T T U

Total non-current loans and borrowings 17,926,033 20,585.299 17.960.693

Current liabilities and provisions
Current portion of long-term liabilities/ Loans

from related parties . - 121.828 2.525.151
Short-term bank loans 1,265,187 2.265.667 1.838.628
Total short-term loans and borrowings 1,265,187 2.387.,495 4.363.779
Total loans and borrowings 19,191,220 22,972,794 22.324.472
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Terms and debt repayment schedule

As at 31 December 2019 terms and debt repayment schedule of loans and borrowings are as follows:

‘000 UAH Currency Nominal Year of Face value Carrying
interest rate maturity amount

Related party loan USD LIBOR 2022-2023 14,670,365 12,008,437

p Imonth +2% ~ =777 o A
Related party loan uUSD 5.0% 2022-2023 6,884,073 5,761,710
LIBOR
Related party loan USD 3 months + 2022 179,078 155,886
4%

Secured bank loans uUSD 9.9% 2020 1,265,187 1,265,187

Total loans and 22,998,703 19,191,220

borrowings

Secured bank loans

In 2019, the Company has short-term loan agreements with PJSC ~Kurzban™ and PJSC
“OschadBank™ with total outstanding payable balance of UAH 1.265.187 thousand as at
31 December 2019 (31 December 2018: UAH 2.265,667 thousand. 1 January 2018:
UAH 1,854,640 thousand). The Company has collateralized these credit facilities by pledging
property, plant and equipment and inventory items with the carrying amount of
UAH 1,277,922 thousand as at 31 December 2019 (31 December 2018: UAH 1.337.854 thousand.
31 December 2017: UAH 1,458.721 thousand) (Note 16(b)).

As at 31 December 2019, the Company did not comply with financial covenants of these two loan
agreements. Subsequent to 31 December 2019 and till the date of these financial statements the banks
did not demand early repayment of the loans.

Related party loans

As at 31 December 2019, the Company has loans from related parties amounting to UAH 17.926.033
thousand, including interest payable of UAH 3,868,287 thousand (31 December 2018:
UAH 20,585,299 thousand and UAH 3.571,541 thousand, respectively). These amounts are
recognized initially at fair value, discounted under a prevailing market interest rate of 10.5%. During
2019 and 2018, the Company concluded additional agreements with a related party. according to
which loans and borrowings were restructured and payments of principal and accrued interest were
prolonged till 2022 and subsequent periods. The above-mentioned modification in loan agreements
was recognized by the Company's management as substantive. Therefore. the existing loans were
derecognized, and new loans were recognized at their fair value. The gain on recognition was
recorded in additional paid in capital in the amount of UAH 1,604,605 thousand in 2019 (2018: UAH
1,072,542 thousand). There were no pledged assets in connection with these loans.

Pledged assets

Assets with the following carrying amount are pledged to secure bank loans and borrowings:

‘000 UAH Note 31 December 31 December 1 January

2019 2018 2018
Property, plant and equipment 10 1,105,572 1.189.029 1.286.361
Inventories 11 172,350 184.615 172.360
Total pledged assets 1,277,922 1.373.644 1.458.721
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Reconciliation of movements of liabilities to cash flows from financing activities

‘000 UAH Note Liabilities

Loans,
borrowings, and
other current

liabilities
Balance as at | January 2018 22324472
Changes from financing cash flows
Proceeds from loans and borrowings 1.709.610
Repayment of bank loans and borrowings (1.402.625)
Net cash flow changes 306.985
Changes in other liabilities and equity related movements
Effect of low-interest loans recognized at fair value 22(c) (1.389.553%)
Net foreign exchange gain on loans and borrowings (323.196)
Interest accrued 7 2.239.857
Interest paid (185.769)
Net changes in other items 341.337
Balance as at 31 December 2018 22.972.794
Changes in financing cash flows
Proceeds from loans and borrowings 2,818,293
Repayment of bank loans and borrowings (3,658,915)
Net cash flow changes (840,622)
Changes in other liabilities and equity related movements
Effect of low-interest loans recognized at fair value 22(c) (1,604,604)
Net foreign exchange loss (gain) on loans and borrowings (3.203,543)
Interest accrued 7 2,063,654
Interest paid (196,459)
Opened unsecured letter of credit 18 355,125
Net changes in other items (2,585,827)
Balance as at 31 December 2019 19,546,344
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Post-employment benefit obligations

The post-employment benefit obligations recognized in the statement of financial position are as
follows:

‘000 UAH 31 December 31 December 1 January
2019 2018 2018
Post-employment benefit obligations 191,951 229,683 230.627

Movements in present value of defined benefit obligations

Movements in the liability recognized in the statement of financial position during the year ended
31 December are as follows:

‘000 UAH Note 2019 2018
Net liability as at 1 January 229,683 230.627
Interest expense recognized in profit or loss 7 21,920 20.883
Benefits paid (7,.273) (6.561)
Actuanal gain recognized in other comprehensive (36,761) (12.533)
income
Current service cost 3,441 -
Past service income (19,059) (2.767)
Net liability as at 31 December 191,951 229.649
Actuarial assumptions
‘000 UAH 31 December 31 December 1 January
2019 2018 2018
Discount rate 9.70% 10.6% 10.0%
Future salary increase rate 5.5-12.4% 20.6% - 6.7% 56.9% - 6.7%
Staff turnover rate 6.0% 6.0% 5.0%

The Company engages a qualified actuary on a contractual basis to reliably assess the defined benefit
obligations.

Since reliable market data are not generally available in Ukraine, management uses its own internal
assumptions in calculating the liability related to these obligations at each reporting date. Actual
results could significantly differ from estimates made as at the reporting date.

Salary increase rate is estimated based on budgeted and projected salary increases for employees.
Staff turnover rate is estimated based on expected staff turnover in future years.

Assumptions with respect to future mortality are based on published statistical and demographic
mortality tables.

Potential changes in the above key assumptions would not result in significant changes in carrying
value of post-employment employee benefit obligations.
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Other current liabilities

Other current liabilities as at 31 December 2019 are mainly represented by an unsecured letter of
credit in the amount of UAH 355,125 thousand (USD 14.993 thousand) opened with JSC
Ukrgazbank at an interest rate of 9.35% per annum. The letter of credit was opened to guarantee
repayment of accounts payable due from LLC KARPATNAFTOCHIM for the supply of raw
materials, which were repaid by a non-resident bank in full. The obligations under the letter of credit
were fulfilled in February 2020.

Fair values and risk management

Determination of fair values

IFRS 13 unifies the definition of fair value as the price that would be received to sell an asset or paid
to transfer a liability in an orderly transaction between market participants at the measurement date.

Estimated fair values of the financial assets and liabilities have been determined using available
market information and appropriate valuation methodologies. However, considerable judgment is
required in interpreting market data to produce the estimated fair values. Accordingly. the estimates
are not necessarily indicative of the amounts that could be realised in a current market exchange. The
use of different market assumptions and/or estimation methodologies may have a material effect on
the estimated fair values.

The estimated fair values of financial assets and liabilities are determined using discounted cash flow
and other appropriate valuation methodologies, at year-end, and are not indicative of the fair value
of those instruments at the date these financial statements are prepared or distributed. These estimates
do not reflect any premium or discount that could result from offering for sale at one time the
Company’s entire holdings of a particular financial instrument.

Fair value estimates are based on judgments regarding future expected cash flows, current economic
conditions, risk characteristics of various financial instruments and other factors.

Management believes that for all the financial assets and liabilities the carrying amount is estimated
to approximate the fair value as at 31 December 2019 and 31 December 20138.

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 Board of Directors 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 analyze 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.

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.

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.

Trade and other receivables

The Company’s exposure to credit risk is influenced mainly by the individual characteristics of each
customer. However, management also considers the demographics of the Company’s customer base.
including the default risk of the industry. in which customers operate, as these factors may have an
influence on credit risk, particularly in the currently challenging economic circumstances.

Management has established a credit policy under which each new customer is analyzed individually
for creditworthiness before the Company’s standard payment and delivery terms and conditions are
offered. The Company’s review includes internal ratings, when available.

Customers that fail to meet the Company’s benchmark creditworthiness may transact with the
Company only on a prepayment basis.

The Company limits its exposure to credit risk from trade receivables by establishing a maximum
payment period for customers of one to three months. In monitoring customer credit risk. customers
are grouped according to their credit characteristics, including whether they are an individual or a
legal entity, whether they are a wholesale, retail or end-user customer. their geographic location.
industry, trading history with the Company and existence of previous financial difficulties.

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 (ECL)
in respect of trade and other receivables. The estimated ECLs were calculated based on actual credit
loss experience over the past three years.

o
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The ageing of trade accounts receivable is as follows:

000 UAH 31 December 2019 31 December 2018
Gross Impairment Gross Impairment
Neither past due nor impaired 130,934 - 42.870 -
Past due and not impaired - - - -
Past due and impaired 49,845 (49,845) 36.185 (36.185)
Total trade accounts receivable 180,779 (49,845) 79.055 (36.185)
‘000 UAH 1 January 2018
Gross Impairment
Neither past due nor impaired 114,098 -
Past due and not impaired - -
Past due and impaired 26,933 (26,933)
Total trade accounts receivable 141,031 (26,933)
Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations
associated with its financial liabilities settled by delivering cash or another financial asset.
The Company’s approach to managing liquidity is to ensure, to the maximum extent 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 following are the contractual maturities of financial liabilities. including estimated interest
payments:

‘000 UAH Carrying Contractu Less than From 1 to From 2 to §
amount al cash 1 year 2 years vears
flows

31 December 2019
Non-derivative financial liabilities
Loans and

: 19,191,220 25,566,005 1,265,187 - 24,300,818
borrowings
Current trade 346,852 346,852 346,852 - ;
accounts payable
Other current 355,983 355,983 355,983 ] ;
liabilities
19,894,055 26,268,840 1,968,022 24,300,818

31 December 2018
Non-derivative financial liabilities

Loans and
borrowings 22,972,794 29.269.604 2,387,495 2,018.692 24.863.417
Current trade 37.467 37.467 37.467 - -
accounts payable

23010261 29.307.071 2,424,962 2,018.692 24.863.417
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1 January 2018
Non-derivative financial liabilities

Loans and
borrowings 22324472 28.377.809 3.259.019 15.838.396 9.280.395
Current trade 153,164 153.164 153.164 ; .
accounts payable

22.477.636 28.530.,973 3412183 15.838.396 9.280.395

During 2019 and 2018, the Company concluded additional agreements with its major creditor. a
related party, according to which loans and borrowings were restructured and payments of principal
and accrued interest were prolonged till 2022 and subsequent periods.

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 optimizing the return.

Currency risk

The Company is primarily exposed to currency risk through loans and borrowings that are
denominated in USD. Also, the Company is exposed to currency risk on sales and purchases that are
denominated in a currency other than Ukrainian hryvnias. The currencies in which these transactions
are primarily denominated are Euro and USD.

Ukrainian legislation restricts the ability of Ukrainian companies to hedge their exposure to foreign
currency risk, and, accordingly, the Company does not hedge its exposure to foreign currency
exchange risk.
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The Company’s exposure to foreign currency risk was as follows based on carrying values:

‘000 UAH

Current assets

Trade accounts receivable
Cash and cash equivalents
Current liabilities

Loans and borrowings

Current trade accounts payable
Other current liabilities
Non-current liabilities

Loans and borrowings

Net exposure

‘000 UAH

Current assets

Trade accounts receivable
Cash and cash equivalents
Current liabilities

Loans and borrowings

Current trade accounts payable
Non-current liabilities

Loans and borrowings

Net exposure

‘000 UAH

Current assets

Trade and other receivables
Cash and cash equivalents
Current liabilities

Loans and borrowings
Trade and other payables
Non-current liabilities
Loans and borrowings

Net exposure

31 December 2019

UsSD EUR

23,064 52,715

227,062 166,978

(1,265,187) -

(279,814) (23.800)

(355,125) -

(17,923,033) -

(19,576,033) 195,893
31 December 2018

uUsD EUR

259 14514

214,797 53.954

(2.387.495) -

(170) (5.095)

(20.585.299) -

(22.757.908) 63.383

I January 2018

USh EUR

74,963 -

109,306 60.770

(4.363.779) -

(107.918) (3.019)

(18.016.900) -

(22.304.328) 57.751
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Sensitivity analysis

A 10 percent weakening of the Ukrainian hryvnia against the following currencies would have
(decreased)/increased the Company’s net profit 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. The analysis is performed on the same basis for the prior period
reporting date.

<000 UAH 31 Decenzltl;le; 31 Deceglobleg 1 Janzu(?lr,;;
Current assets

uSD (1,605,235) (1.866.148) (1.828.955)
EUR 16,063 5.197 4.736

A 10 percent strengthening of the Ukrainian hryvnia against these currencies at 31 December 2019.
31 December 2018 and 1 January 2018 would have had the equal but opposite effect on these
currencies to the amounts shown above, on the basis that all other variables remain constant.

Interest rate risk

Changes in interest rates impact primarily loans and borrowings 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 favorable to the Company over the expected period until maturity.

<000 UAH 31 Decen;(l))le; 31 Decegl(;)leg 1 Janzuéx;'}s
Fixed rate instruments

Loans and borrowings 7,026,897 8.360.887 7.446.173
Variable rate instruments

Loans and borrowings 12,164,323 14,611,907 14.934.506
Total loans and borrowings 19,191,220 22.972.794 22.580.679

A 100 basis points increase in interest rates at 31 December 2019 would have decreased profit and
decreased equity by UAH 99,747 thousand (31 December 2018: UAH 119.818 thousand:
1 January 2018: UAH 122,463 thousand). This analysis assumes that all other variables. in particular
foreign currency rates, remain constant and has applied to floating rate interest bearing liability based
on the assumption that the amount of liability outstanding at the end of the reporting period was
outstanding for the whole year.

The Company does not account for any fixed rate financial instruments as fair value through profit
or loss (FVTPL). Therefore, a change in interest rates at the reporting date would not have an effect
on profit or loss or on equity.

N
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Commitments

Capital commitments

As at each reporting date, the Company has no significant contractual commitments to purchase
property, plant and equipment.

Social commitments

The Company makes contributions to mandatory and voluntary social programs. Its social assets. as
well as local social programs, benefit the community at large and are not normally restricted to
the Company’s employees. The Company has transferred certain social operations and assets to local
authorities. However, management expects that the Company will continue to fund these social
programs through the foreseeable future. These costs are expensed in the year they are incurred.

Contingencies

Insurance

The insurance industry in Ukraine is in a developing state and many forms of insurance protection
common in other parts of the world are not yet generally available. The Company does not have full
coverage for its plant facilities, business interruption, or third-party liability in respect of property or
environmental damage arising from accidents on the Company’s property or relating to the
Company's operations. Until the Company obtains adequate insurance coverage, there is a risk that
the loss or destruction of certain assets could have a material adverse effect on the Company’s
operations and financial position.

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.

Taxation

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.
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Related party transactions

Related parties comprise the participants of the Company. companies which are under common
control, key management personnel of the Company and their close family members. members of
the Supervisory Board and their close family members and companies that are controlled or
significantly influenced by the participants.

Parent and ultimate controlling party

The Company’s immediate participants and ultimate controlling party are disclosed in Note 1 (b).

No publicly available financial statements are produced by the Company's parent company.

Transactions with key management personnel

Remuneration of key management personnel is represented by short-term employee benefits which
include salary and bonuses payable in cash amounting to UAH 32.808 thousand for the year ended
31 December 2019 (31 December 2018: UAH 28.480 thousand).

Other related party transactions

Balances with related parties, which are represented by entities under common control. are as
follows:

31 December 31 December 1 January
‘000 UAH 2019 2018 2018
Prepayments made 412 19.926 1.305
Current trade accounts payable 4,212 441 63
Loans and borrowings 17,927,625 20.707.127 20.485.844

All outstanding balances with related parties are to be settled in cash.

Transactions with related parties, which are represented by entities under common control. are as
follows:

000 UAH Note 2019 2018
Revenue from sales - 167
Purchase of goods and services 134.550 34.999
Interest on borrowings 1.872.826 2.067.812
Effect of recognition at fair value low-interest loans from 16(c) (1.604.604) (1.389.555)

related parties under common control, before tax

Subsequent events

On 11 March 2020 the World Health Organization declared the coronavirus outbreak a pandemic.
Responding to the potentially serious threat the COVID — 19 presents to public health, the Ukrainian
government authorities have taken measures to contain the outbreak. including imposing restrictions
on the cross-borders movement of people. entry restrictions for foreign visitors and instructing
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business community to transfer employees to working from home. During March 2020. regional
authorities gradually introduced additional measures to enhance social distancing, including closing
schools, universities, restaurants, cinemas. theaters and museums and sport facilities.

Due to lockdown in many countries, global oil demand has drastically decreased leading to
oversupply and sharp fall in oil prices. On 12 April 2020. major global oil producers agreed to a
record cut in crude oil production for stabilizing the oil market.

These events will have wider adverse effects on the economy. including:

- Disruption to business operations and economic activity. with a negative impact supply chains
and breach of contracts;

- Significant disruption to businesses in certain sectors, both operating on domestic market and
export-oriented businesses with high reliance on foreign markets. Mostly affected sectors
include retail, travel and tourism, entertainment and hospitality sector. transportation. oil
industry, construction, automotive. insurance and financial sector:

- Significant decrease in demand for non-essential goods and services:

- An increase in economic uncertainty, reflected in more volatile asset prices and currency
exchange rates.

However, it should be noted that since April 2020 some European countries. including Italy. Spain.
Germany, France and others, have begun to ease restrictive measures and restore business structures.
Similar processes have also started in Ukraine. These processes show positive forecast for the
Company's performance improvement.

Over the last few weeks the Company’s sales remained on its stable levels and its operations
including supplies were not interrupted. Based on the publicly available information at the date these
financial statements were authorized for issue, management has considered the potential
development of the outbreak and its expected impact on the Company and economic environment.
in which the Company operates, including the measures already taken by the Ukrainian government
and governments in other countries, where the Company’s major business partners and customers
are located.

Taking into account the above-mentioned measures and the Company’s current operational and
financial performance along with other currently available public information. we do not anticipate
an immediate significant adverse impact of the Covid — 19 outbreak on the Company’s financial
position and operating results. However, we cannot preclude the possibility that extended lockdown
periods, an escalation in the severity of such measures, or a consequential adverse impact of such
measures on the economic environment we operate in will not have an adverse effect on the Company
in the medium and longer term. We also considers negative development scenarios and are ready to
adapt the Company’s operational plans accordingly. We continue to monitor the situations closely
and will respond to mitigate the impact of such events and circumstances as they occur.

Significant accounting policies

The accounting policies set out below have been applied consistently to the period presented in these
financial statements.
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Revenue

The Company generates revenue from sale of vinyl chloride. caustic soda and polyvinylchloride
products, rendering sewage cleaning services.

The Company defines the contract with the customer as an agreement between two or more parties
that creates enforceable rights and obligations. Enforceability of the rights and obligations in a
contract is a matter of law. Contracts can be written, oral or implied by an entity's customary business
practices.

Sales of goods

Revenue is measured based on the consideration specified in a contract with a customer and excludes
amounts collected on behalf of third parties. The Company recognizes revenue when it transfers
control over a product or service to a customer. Revenue is presented net of refunds executed and
discounts granted to customers.

The Company sells goods using the contracts with different terms of delivery and terms of transfer
of risks and rewards.

The Company recognizes sales of goods when a customer obtains control for them. The indicators
that control has passed are assessed by the management for each contract and include the customer
having:

e a present obligation to pay:

e physical possession;

o legal title;

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

For contracts that permit the customer to return an item, revenue is recognized to the extent that it is
highly probable that a significant reversal in cumulative revenue will not occur. Therefore. revenue
recognized is adjusted for expected returns, which are estimated based on historical data for specific
types of products.

For the majority of its sales of goods, the Company transfers control and recognizes a sale once the
goods have been placed at the customer's disposal at the specified location, the customer is then
responsible for all costs and risks related to the goods. Related shipping and handling activities occur
before control of the goods has been transferred to the customer and no separate performance
obligation in respect of shipping and handling activities is recognized.

Services rendered

Total consideration in the service contracts is allocated to all services based on their standalone
selling prices. The stand-alone selling prices are determined based on the list prices at which the
Company sells the services in separate transactions. Based on the Company’s assessment, the fair
value and the stand-alone selling prices of the services are broadly similar.

Financing components

The Company does not expect to have any contracts where the period between the transfer of the
promised goods or services to the customer and payment by the customer exceeds one year.
Consequently. the Company does not adjust any transaction prices for the effects of a significant
financing component.
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Finance income and expenses

Finance income and finance expenses comprise interest expense on borrowings. interest income.
foreign exchange gain or loss on financial assets and financial liabilities.

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 capitalized
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.

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

Foreign currency

Transactions in foreign currencies are translated to the respective functional currencies 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 amortized cost in the functional currency at the beginning
of the period, adjusted for effective interest and payments during the period. and the amortized 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.

Financial instruments

Recognition, initial measurement and derecognition
Trade receivables are initially recognized when they are originated.

All other financial assets and financial liabilities are initially recognized 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.

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

The Company enters into transactions whereby it transfers assets recognized in its statement of
financial position but retains either all or substantially all the risks and rewards of the transferred
assets. In these cases, the transferred assets are not derecognized.
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The Company derecognizes a financial liability when its contractual obligations are discharged or
cancelled or expire. The Company also derecognizes 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 recognized 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
recognized in profit or loss.

Classification and subsequent measurement of financial assets

On initial recognition, a financial asset is classified as measured at: amortized cost: fair value through
other comprehensive income (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 amortized 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 it is 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 OCL This election
is made on an investment-by-investment basis.

All financial assets not classified as measured at amortized cost or FVOCI as described above are
measured at FVTPL. On initial recognition, the Company may irrevocably designate a financial asset
that otherwise meets the requirements to be measured at amortized cost or at FVOCl 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 into the financial assets at amortized cost category. These assets are subsequently
measured at amortized cost using the effective interest method. The amortized 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 recognized in profit or loss.
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Classification and subsequent measurement of financial liabilities

Financial liabilities are classified as measured at amortized 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 recognized in profit or loss.

Other financial liabilities are subsequently measured at amortized cost using the effective interest
method. Interest expense and foreign exchange gains and losses are recognized in profit or loss. Any
gain or loss on derecognition is also recognized in profit or loss.

The Company measures all of its financial liabilities including loans and borrowings. bank
overdrafts, and trade and other payables at amortized cost.

Offsetting

Financial assets and liabilities are offset and the net amount presented in the statements of financial
position when, and only when. the Company currently has a legally enforceable right to set off and
intends either to settle on a net basis or to realise the asset and settle the liability simultaneously. The
Company currently has a legally enforceable right to set off if that right is not contingent on a future
event and enforceable both in the normal course of business and in the event of default. insolvency
or bankruptcy of the Company and all counterparties.

Employee benefits

Defined contribution state pension and other benefits plan

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 are expensed as
incurred.

Defined contribution state pension obligation plan

The Company is obliged to compensate the Ukrainian state for pensions that are paid by the state to
employees who worked in a hazardous environment or in heavy-load conditions and. therefore. are
eligible for early retirement and pensions until the normal retirement age as defined by the statutory
regulations.

The Company’s net obligation in respect of defined benefit pension plan is calculated separately by
estimating the amount of future benefit that employees have earned in return for their service in the
current and prior periods; that benefit is discounted to determine its present value. and any
unrecognized past service costs and the fair value of any plan assets are deducted.

The discount rate is determined considering various sources of information, including yields at the
reporting date on Ukrainian government and high quality long-term corporate bonds.

The calculation is performed annually by a qualified actuary using the projected unit credit method.
When the calculation results in a benefit to the Company, the recognized asset is limited to the net
total of any unrecognized past service costs and the present value of economic benefits available in
the form of any future refunds from the plan or reductions in future contributions to the plan. In order
to calculate the present value of economic benefits, consideration is given to any minimum funding
requirements that apply to any plan in the Company. An economic benefit is available to the
Company if it is realizable during the life of the plan, or on settlement of the plan liabilities.
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When the benefits of a plan are improved, the portion of the increased benefit relating to past service
by employees is recognized in profit or loss on a straight-line basis over the average period until the
benefits become vested. To the extent that the benefits vest immediately, the expense is recognized
immediately in profit or loss.

The Company recognizes all actuarial gains and losses arising from defined benefit plans in other
comprehensive income and all expenses related to defined benefit plans - in cost of revenues in profit
or loss.

Income tax

Income tax expense consists of current and deferred taxes. Current and deferred taxes are recognized
in profit or loss for the period in which recognized transactions that led to their occurrence are
recognized.

Current tax

Current tax is the expected tax payable or receivable on the taxable income 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.

Deferred tax

Deferred tax is recognized for the estimated future tax effects of temporary differences and tax loss
carry-forwards.

Temporary difference is the difference between the tax carrying amount of an asset or liability and it
carrying amount in the financial statement that will result in taxable or deductible amounts in future
periods when the carrying amount is recovered or settled.

Deferred tax liabilities are the amount of tax, which will have to be paid in future periods due to
a temporary timing difference between the carrying value and the tax base of an asset or a liability.
Deferred tax assets are the amount of tax recoverable in future periods in respect of:

e Deductible temporary timing differences;
e The carry-forward of unused tax losses.

Timing differences originate in one period and reverse in one or more subsequent periods. Examples
include the tax effect of accelerated depreciation, deductibility of provisions and recognition of bad
debts.

Property, plant and equipment

Recognition and measurement

Items of property, plant and equipment, except for land are measured at cost less accumulated
depreciation and 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 labor, 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 capitalized borrowing costs.
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Purchased software that is integral to the functionality of the related equipment is capitalized 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
recognized net within other income/other expenses in profit or loss.

Subsequent expenditure

Subsequent expenditure is capitalized 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 recognized in profit or
loss as incurred.

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 recognized 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 groups of property. plant and equipment for the current and
comparative periods are as follows:

¢ Buildings 10-50 years;

¢ Plant and equipment 2-25 years;

e Motor vehicles 5-30 years:;

e Office equipment and furniture 3 -10 years.

Low-value slow moving items are fully depreciated in the first month of their operation.
Depreciation methods, useful lives and residual values are reviewed at each reporting date and
adjusted if appropriate.

Leases (accounting policy effective from 1 January 2019)

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 assesses whether:

- the contract involves the use of an identified asset — this may be specified explicitly or
implicitly, and should be physically distinct or represent substantially all of the capacity of a
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physically distinct asset. If the supplier has a substantive substitution right. then the asset is
not identified:

- the Company has the right to obtain substantially all of the economic benefits from use of the
asset throughout the period of use: and

- the Company has the right to direct the use of the asset. The Company has this right when it
has the decision-making rights that are most relevant to changing how and for what purpose
the asset is used. In rare cases where the decision about how and for what purpose the asset is
used is predetermined. the Company has the right to direct the use of the asset if either:

- the Company has the right to operate the asset: or

- the Company designed the asset in a way that predetermines how and for what purpose it will
be used the period of use the period of use.

There are optional expedients for accounting for short-term leases (less than 12 months) and leases of
low-value assets that may be not the subject of the lease under IFRS 16 Leases.

At the initial assessment or after the reassessment of a contract containing a lease component. the
Company shall allocate the consideration in the contract to each lease component on the basis of their
relative stand-alone prices. However, for a lease of land and buildings as a lessee. the Company
decided not to separate non-lease components and account for the lease components and non-lease
components as a separate lease component.

As a lessee

The Company recognizes 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
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 earlier of the end of the useful life of the right-of-use asset or the end of
the lease term. The estimated useful lives of right-of-use assets are 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.

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

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

- amounts expected to be payable under a residual value guarantee: and

- 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
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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 amortized 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, or if the Company changes its assessment of whether it will exercise a purchase. extension
or termination option.

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
'property, plant and equipment' and lease liabilities in 'other non-current liabilities™ or “other current
liabilities' in the statement of financial position.

Short-term lease and lease of low-value assets

The Company decided not to recognize the right-of-use assets and lease liabilities relating to property.
plant and equipment with a lease term of 12 months or less. and lease of low-value assets. The
Company recognizes lease payments under such contracts as expenses using the straight-line method
over the lease term.

Leases (accounting policies effective before 1 January 2019)

Leases in terms of which the Company assumes substantially all the risks and rewards of ownership
are classified as finance leases. Upon initial recognition the leased asset is measured at an amount
equal to the lower of its fair value and the present value of the minimum lease payments. Subsequent
to initial recognition, the asset is accounted for in accordance with the accounting policy applicable
to that asset. Other leases are operating leases and the leased assets are not recognized on the
Company’s statement of financial position.

Inventories

Inventories are measured at the lower of cost and net realizable 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. In the case of manufactured inventories and work in progress, cost includes an
appropriate share of production overheads based on normal operating capacity.

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

Impairment

Impairment - Financial assets and contractual assets

The Company uses 'expected credit loss' (ECL) model. This impairment model applies to financial
assets measured at amortized cost, contract assets and debt investments at FVOCI.

The financial assets at amortized cost consist of trade receivables. cash and cash equivalents. and
corporate debt securities.
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Loss allowances are measured on either of the following bases:

e 12-month ECLs: these are ECLs that result from possible default events within the 12 months
after the reporting date: and

e lifetime ECLs: these are ECLs that result from all possible default events over the expected life
of a financial instrument.

Loss allowances for 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.

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 realizing security (if any is held): or

e the financial asset is more than 90 days past due.

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 Company 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 amortized cost and
debt securities at FVOCI 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.

Presentation of impairment

Loss allowances for financial assets measured at amortized cost are deducted from the gross carrying
amount of the assets.

For debt securities at FVOCI, the loss allowance is recognized in OCI. instead of reducing the
carrying amount of the asset.
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.
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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 cash-generating unit (“CGU™).

The Company’s corporate assets do not generate separate cash inflows and are utilized by more than
one CGU. Corporate assets are allocated to CGUs on a reasonable and consistent basis and tested for
impairment as part of the testing of the CGU to which the corporate asset is allocated.

The recoverable amount of an asset or CGU 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 or CGU.

An impairment loss is recognized if the carrying amount of an asset or its related CGU exceeds its
estimated recoverable amount.

Impairment losses are recognized in profit or loss.

Impairment losses recognized 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 amortization. if no impairment loss had been
recognized.

Provisions

A provision is recognized 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 recognized as finance
cost.

Other expenses

Lease payments

Payments made under operating leases are recognized in profit or loss on a straight-line basis over
the term of the lease. Lease incentives received are recognized as an integral part of the total lease
expense, over the term of the lease.

Minimum lease payments made under finance leases are apportioned between the finance expense
and the reduction of the outstanding liability. The finance expense is allocated to each period during
the lease term so as to produce a constant periodic rate of interest on the remaining balance of the
liability.

Determining whether an arrangement contains a lease

At inception of an arrangement, the Company determines whether such an arrangement is or contains
a lease. A specific asset is the subject of a lease if fulfilment of the arrangement is dependent on the
use of that specified asset. An arrangement conveys the right to use the asset if the arrangement
conveys to the Company the right to control the use of the underlying asset.
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At inception or upon reassessment of the arrangement, the Company separates payments and other
consideration required by such an arrangement into those for the lease and those for other elements
on the basis of their relative fair values. If the Company concludes for a finance lease that it is
impracticable to separate the payments reliably. then an asset and a liability are recognized at an
amount equal to the fair value of the underlying asset. Subsequently the liability is reduced as
payments are made and an imputed finance charge on the liability is recognized using the Company~s
incremental borrowing rate.

Changes in accounting policies

Changes in legislation

Starting from 1 January 2018, the Company fell into the category of "large enterprises” and "public
interest entities" according to classification in the Law of Ukraine "On Accounting and Financial
Statements in Ukraine". In accordance with the requirements of the law. starting from the year ended
31 December 2019, the Company shall apply International Financial Reporting Standards for the
preparation of financial statements submitted to the tax authorities and statistics authorities and
publish the financial statements on the Company’s website.

During 2017-2018, the Company prepared its financial statements in accordance with IFRSs in
addition to the financial statements prepared in accordance with Ukrainian National Accounting
Standards (NAS), which were used as the main statutory set of financial statements.

Other prerequisites for changes in accounting policies

During 2019 and the period after the reporting date, there was a sharp movement (decline) in the
market level of the LIBOR rate. In order to ensure comparability of information for various reporting
periods, the Company changed the accounting policy regarding determining the LIBOR rate for
floating-rate financial liabilities and began to apply the rate which was effective as the forecast rate
at the date of the last significant modification of the loan agreement instead of the forecast rate at the
reporting date. The Company applied a general principle that complies with paragraph B5.4.5 of
IFRS 9 Financial instruments.

The Company also made changes to the accounting policies and switched from the indirect method
to the direct method of presenting the statement of cash flows. The interest on loans and borrowings
paid was reclassified from cash flows from operating activities to cash flows from financing
activities.

As a result, the following adjustments were made in comparative information as at and for the year
ended 31 December 2018:

As at 31 December As at 31 December
. 5 .
<000 UAH Line code ._01_8 (before Adjustment 2918 (after
adjustment) adjustment)

Balance sheet
Additional capital 1410 5.123.775 (47.314) 5.076.461
Retained earnings (accumulated

deficit) 1420 (26.477.366) 218.307 (26.259.059)
Other non-current liabilities 1515 20,756.292 (170.993) 20.585.299
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As at 31 December As at 31 December
2] i >
000 UAH Line code 20 l 8 (before Adjustment -Ql 8 (after
adjustment) adjustment)
Balance sheet
Retained earnings (accumulated 1420
deficit) - (25,193416) 56.207 (25.137.209)
Other non-current liabilities 1515 18.016.900 (56.207) 17.960.693
Dec?rilsz;”l’OIS As at 31 December
(before~ Adjustment 2018 (after
‘000 UAH ) adjustment)
adjustment)
Income statement
Finance expenses 2250 (2.430.885) 170.145 (2.260.740)
Income tax benefit 2300 245822 (10.386) 235436
Net loss 2355 (1.296.482) 162,099 (1.134.383)

Also, the Company reclassified comparative amounts in some notes to the financial statements to
conform to the current period’s presentation.

New standards and interpretations not yet adopted

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

e IFRIC 23 Uncertainty over Tax Treatments.

o Prepayment Features with Negative Compensation (Amendments 10 IFRS 9).

e Long-term Interests in Associates and Joint Ventures (Amendments to IAS 28).
o Plan Amendment, Curtailment or Settlement (Amendments to IAS 19).

e Annual Improvements to IFRS Standards 2015-2017 Cycle — various standards.
o Amendments to References to Conceptual Framework in IFRS Standards.

e IFRS 17 Insurance Contracts.

These financial statements were approved by management on 20 May 2020 and were
signed on its behalf by:

Chief Accountant
Kulyk R.V.

General Director

Pidsadiuk .M.
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