
 

 
 
 

 
 

 
 
 
 

 

 
 

 
 
 

 
 
 

Limited Liability Company 

“ENGIE ENERGY MANAGEMENT 

UKRAINE” 
 
Financial Statements  
for the Years Ended 31 December 2019 and 2018 

 
 



 

 
 
 

LIMITED LIABILITY COMPANY “ENGIE ENERGY MANAGEMENT UKRAINE” 
 
 

TABLE OF CONTENTS  

 
 

Page 

 
 
INDEPENDENT AUDITOR’S REPORT 1-3 
 

FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER 2019 AND 2018: 
 
Balance Sheets (Statements of Financial Position) 4-5 

 
Statements of Profit or Loss and Other Comprehensive Income 6-7 
 

Statements of Cash Flows (under direct method) 8 
 
Statements of Changes in Equity 9-10 
 

Notes to the Financial Statements 11-26 
 



 

 

 
 
 

LLC “Deloitte & Touche USC”  
48, 50A, Zhylyanska Street  
Kyiv, 01033, Ukraine 
 
Tel.: +38 (044) 490 90 00 
Fax: +38 (044) 490 90 01 
deloitte.ua 
 

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited (“DTTL”), its global network of member firms, and their related entities. DTTL (also referred to as 

“Deloitte Global”) and each of its member firms are legally separate and independent entities. DTTL does not provide services to clients. Please see 
www.deloitte.com/about to learn more. 
 

© 2020 LLC “Deloitte & Touche USC”. All rights reserved. 

 
 

INDEPENDENT AUDITOR’S REPORT 
 

To Participants and Management of LLC “ENGIE ENERGY MANAGEMENT UKRAINE”: 
 

Report on the Audit of the Financial Statements 
 

Qualified Opinion 
 

We have audited the financial statements of LLC “ENGIE ENERGY MANAGEMENT UKRAINE” 

(the “Company”), which comprise the balance sheets (the statements of financial position) as at 
31 December 2019, 31 December 2018 and 1 January 2018, and the statements of profit or loss and 
other comprehensive income, statements of changes in equity and statements of cash flows for the years 

ended 31 December 2019 and 2018, and notes to the financial statements, including a summary of 
significant accounting policies. 
 

In our opinion, except for the effects of the matters described in the Basis for Qualified Opinion section of 

our report, the accompanying financial statements present fairly, in all material respects, the financial 
position of the Company as at 31 December 2019, 31 December 2018 and 1 January 2018, and its 
financial performance and its cash flows for the years ended 31 December 2019 and 2018 in accordance 
with International Financial Reporting Standards (“IFRSs”) and the preparation of the financial 

statements requirements of the Law of Ukraine “On accounting and financial reporting in Ukraine” (“Law 
on accounting and financial reporting”). 
 

Basis for Qualified Opinion 
 

As discussed in the Note 3 to the financial statements the Company applies Ukrainian Hryvnia as its 
functional currency. Based on the requirements of IAS 21 “The Effects of Changes in Foreign Exchange 
Rates” we believe that the Company’s activities are carried out as an extension of the parent entity and 

therefore the functional currency of the Company should be Euro. As the Company does not maintain its 
accounting records in Euro as functional currency we were unable to determine the effect of this 
departure on the financial statements. 
 

The Company’s inventories are carried in the balance sheets (the statements of financial position) 
at UAH 41,863 thousand and UAH 32,680 thousand as at 31 December 2019 and 2018, respectively. 
The cost of inventories does not include gas transportation costs incurred upon entry of gas to the gas 
transmission system which constitutes a departure from IFRSs as these costs are incurred in order to 

bring the inventories to their present location and condition. In addition, Management has not stated 
the inventories at the lower of cost and net realizable value but has stated them solely at cost, which also 
constitutes a departure from IFRSs. Due to the nature of the company’s records we were unable to 

determine the effects of this departure on the financial statements. 
 

We conducted our audit in accordance with International Standards on Auditing (“ISAs”). Our 
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit 

of the Financial Statements section of our report. We are independent of the Company in accordance with 
the International Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants 
(the “IESBA Code”) together with the ethical requirements that are relevant to our audit of the financial 
statements in Ukraine, and we have fulfilled our other ethical responsibilities in accordance with these 

requirements and the IESBA Code. We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our qualified opinion. 
 

Emphasis of Matter 
 

We draw your attention to Note 14 to the financial statements, which discloses a significant concentration 
of the transactions and balances with the Company’s related parties. Our opinion is not modified in 
respect of this matter.
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Other Information 
 
Management is responsible for the other information. The other information comprises management 

report, but does not include the financial statements and our auditor’s report thereon. 
 
Our opinion on the financial statements does not cover the other information and we will not express any 

form of assurance conclusion thereon. 

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

identified above when it becomes available 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. When we read the management report, if we conclude that there is a 
material misstatement therein, we are required to communicate the matter to those charged with 

governance. 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 IFRSs and Law on accounting and 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. 

 
Auditor’s 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 auditor’s report that 
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that 
an audit conducted in accordance with ISAs will always detect a material misstatement when it exists. 

Misstatements can arise from fraud or error and are considered material if, individually or in 
the aggregate, they could reasonably be expected to influence the economic decisions of users taken on 
the basis of these financial statements.  

 
As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional 
skepticism 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.  

 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 auditor’s 

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

 
We also provide those charged with governance with a statement that we have complied with relevant 
ethical requirements regarding independence, and to communicate with them all relationships and other 

matters that may reasonably be thought to bear on our independence, and where applicable, related 

safeguards. 
 

From the matters communicated with those charged with governance, we determine those matters that 
were of most significance in the audit of the financial statements of the current period, which constitute 
the key audit matters included herein. We describe these matters in our auditor’s report, except for the 
cases when a law or regulation prohibits a public disclosure of a specific matter or, in extremely adverse 

circumstances, we determine that such an matter should not be addressed in our report, as negative 
consequences from such a disclosure may predictably outweigh its usefulness for interests of the public. 
 

Report on Other Legal Requirements 
 
We have been appointed as auditor of the Company by the Extraordinary General Participants Meeting on 

5 November 2019. In view of the previous renewals and reappointments, we conducted audit from 
5 November 2019 to the date of this report.  
 
We confirm that the audit opinion is consistent with the additional report to the audit committee.  

 
We confirm that the prohibited non-audited services referred to ISA or requirements of Article 6, 
paragraph 4 of Law of Ukraine «On Audit of Financial Statements and Audit Activities» were not provided 

and that the audit engagement partner and audit firm remains independent of the Company in 
conducting the audit. 
 

Basic Information about Audit Firm  
 
Name: LIMITED LIABILITY COMPANY “DELOITTE & TOUCHE UKRAINIAN SERVICES COMPANY”. 
 

Address of registration and location of the audit firm: 48, 50a Zhylianska Str., Kyiv, 01033, Ukraine. 
 
“Limited Liability Company “Deloitte & Touche Ukrainian Services Company” was enrolled to Sections of 

“Audit Entities”, “Audit Entities and Auditors That Have the Right to Conduct Statutory Audits of Financial 
Statements”, and “Audit Entities and Auditors That Have the Right to Conduct Statutory Audits of 
Financial Statements of Public Interest Entities” of the Register of Auditors and Auditing Entities of 

the Audit Chamber of Ukraine under # 1973”. 

 
 

 
 
Certified Auditor Vitaliy Bashkatov  

 
 
Auditor’s Certificate # 007460 

Issued by the Audit Chamber of Ukraine on 21 December 2017 
on the basis of Resolution of the Audit Chamber of Ukraine # 353/2 
Registration Number in the Register of Auditors and Auditing Entities 102249 
 

 
LLC “Deloitte & Touche Ukrainian Services Company” 
48, 50a Zhylianska Str., Kyiv, 01033, Ukraine 

 
 

24 December 2020 
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LIMITED LIABILITY COMPANY “ENGIE ENERGY MANAGEMENT UKRAINE”  

BALANCE SHEETS (STATEMENTS OF FINANCIAL POSITION) 
AS OF 31 DECEMBER 2019, 31 DECEMBER 2018 AND 1 JANUARY 2018 
In Ukrainian Hryvnias and in thousands 

CODES 

Date (year, 
month, day) 

2019 12 31 

Entity 
Limited Liability Company “ENGIE ENERGY 
MANAGEMENT UKRAINE” per EDRPOU 40731283 

Location Kyiv per KOATUU 8038020000 

Legal form of organization: Limited Liability Company per KOPFG 240 

Type of economic activities Gas trade through local pipelines per KVED 35.23 

Average number of 
employees 2 

Address, phone 
Ukraine, 01024, Kyiv, 9/2 Velyka Vasylkivska St., 
0443907107 

Measuring unit: UAH thousands without decimals 

Prepared under (mark “v” in the respective box): 

Ukrainian Accounting Standards 

International Financial Reporting Standards v 

Balance Sheets (Statements of Financial Position) 
as of 31 December 2019, 31 December 2018 and 1 January 2018 

Form №1 DKUD Code 1801001 

ASSETS Line 
code 

31 December 
2019 

31 December 
2018 

1 January 
2018 

Notes 

1 2 3 4 5 6 

I. Non-current Assets

Intangible assets: 1000 2 1 2 

Historical cost 1001 2 2 2 

Accumulated amortization 1002 - (1)  - 

Property, plant and equipment: 1010 352 259 8 

Historical cost 1011 929 374 9 

Accumulated depreciation 1012 (577) (115) (1) 

Deferred tax assets 1045 1,030 - - 

Other non-current assets 1090 21 55  - 

Total on Section I 1095 1,405 315 10 

IІ. Current Assets 

Inventories 1100 41,863 32,680 9,042 8 

Trade accounts receivable 1125 18 278,360 376,212 9 

Accounts receivable on settlements: 

On prepayments made 1130 5,047 7,940 40,515 10 

With the state budget 1135 29,948 4,560 13,412 10 

Including income taxes 1136 1,655 1,361  - 

Other current accounts receivable 1155 357 2,481 253 

Cash and cash equivalents 1165 23,663 163,693 193,013 11 

Deferred expense 1170 - - 45 

Other current assets 1190 385 2,974 439 

Total on Section IІ 1195 101,281 492,688 632,931 

ІІІ. Non-current assets classified as held 
for sale and disposal groups 1200 - - - 

Total Assets 1300 102,686 493,003 632,941 
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LIMITED LIABILITY COMPANY “ENGIE ENERGY MANAGEMENT UKRAINE”  

BALANCE SHEETS (STATEMENTS OF FINANCIAL POSITION)  
AS OF 31 DECEMBER 2019, 31 DECEMBER 2018 AND 1 JANUARY 2018 (CONTINUED) 

In Ukrainian Hryvnias and in thousands 

EQUITY AND LIABILITIES Line 
code 

31 December 
2019 

31 December 
2018 

1 January 
2018 

Notes 

1 2 3 4 5 6 

I. Equity

Contributed capital 1400 2,479 2,479 2,479 

Revaluation reserve 1405 - - - 

Additional capital 1410 - - - 

Reserve capital 1415 - - - 

Retained earnings (accumulated deficit) 1420 (5,701) (12,191) (9,588) 

Unpaid capital 1425 - - - 

Withdrawn capital 1430 - - - 

Total on Section I 1495 (3,222) (9,712) (7,109) 

II. Non-current Liabilities and Provisions

Deferred tax liabilities 1500 - - - 

Other non-current liabilities 1515 - - - 

Total on Section II 1595 - - - 

III. Current Liabilities and Provisions

Accounts payable: 

Current portion of long-term liabilities 1610 164 - - 

Trade accounts payable 1615 105,654 502,540 630,503 12 

Settlements with the state budget 1620 - 12 11 

Including income taxes 1621 - - - 

Insurance settlements 1625 - - - 

Accrued payroll 1630 - 78 47 

Current accounts payable on advances received 1635 - - 2,664 

Current provisions 1660 90 85 65 

Deferred income 1665 - - - 

Other current liabilities 1690 - - 6,760 

Total on Section ІІІ 1695 105,908 502,715 640,050 

ІV. Liabilities related to non-current assets 
held for sale and disposal groups  1700 - - - 

Total Equity and Liabilities 1900 102,686 493,003 632,941 

These financial statements were authorized for issue on behalf of the Company on 24 December 2020. 

On behalf of the Management: 

____________________________________ 
Antipova I.A. 
Director 
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LIMITED LIABILITY COMPANY “ENGIE ENERGY MANAGEMENT UKRAINE” 

STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME 
FOR THE YEARS ENDED 31 DECEMBER 2019 AND 31 DECEMBER 2018 

In Ukrainian Hryvnias and in thousands 

CODES 

Date (year, 

month, day) 
2019 12 31 

Entity 
Limited Liability Company “ENGIE ENERGY 
MANAGEMENT UKRAINE” per EDRPOU 40731283 

Location Kyiv per KOATUU 8038020000 

Legal form of organization: Limited Liability Company per KOPFG 240 

Type of economic activities Gas trade through local pipelines per KVED 35.23 

Average number of 
employees 2 

Address, phone 
Ukraine, 01024, Kyiv, 9/2 Velyka Vasylkivska St., 
0443907107 

Measuring unit: UAH thousands without decimals 

Prepared under (mark “v” in the respective box): 

Ukrainian Accounting Standards 

International Financial Reporting Standards v 

Statements of Profit or Loss and Other Comprehensive Income 
for the Years Ended 31 December 2019 and 31 December 2018 

Form №2 DKUD Code 1801003 

I. PROFIT OR LOSS STATEMENTS

Item Line 
code 

2019 2018 Notes 

1 2 3 4 5 

Net revenue from sales of products (goods, works, services) 2000 482,968 2,576,070 5 

Cost of products sold (goods, works, services) 2050 (471,296) (2,512,659) 6 

Gross: 
profit 2090 11,672 63,411 

loss 2095 - - 

Other operating income 2120 16,420 31,044 7 

Administrative expense 2130 (6,831) (9,832) 

Selling and distribution expense 2150 (12,998) (85,020) 

Other operating expense 2180 (2,183) (1,960) 

Financial results from operating activities: 
profit 2190 6,080 - 

loss 2195 - (2,357) 

Finance costs 2250 (620) (246) 

Other expense 2270 - - 

Financial results before income tax: 
profit 2290 5,460 - 

loss 2295 - (2,603) 

Income tax benefit 2300 1,030 - 

Profit (loss) from discontinued operations after tax 2305 - - 

Net financial results: 
profit 2350 6,490 - 

loss 2355 - (2,603) 
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LIMITED LIABILITY COMPANY “ENGIE ENERGY MANAGEMENT UKRAINE” 

STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME 
FOR THE YEARS ENDED 31 DECEMBER 2019 AND 2018 (CONTINUED) 

In Ukrainian Hryvnias and in thousands 

II. COMPREHENSIVE INCOME

Item Line 
code 

2019 2018 Notes 

1 2 3 4 5 

Revaluation increase (decrease) in non-current assets 2400 - - - 

Other comprehensive income 2445 - - - 

Other comprehensive income before income tax 2450 - - - 

Income tax attributable to other comprehensive income 2455 - - - 

Other comprehensive income, after income tax 2460 - - - 

Total comprehensive income (sum of lines 2350, 2355 
and 2460) 2465 6,490 (2,603) - 

ІII. OPERATING EXPENSE BY ELEMENTS 

Item Line 
code 

2019 2018 Notes 

1 2 3 4 5 

Materials 2500 8 - - 

Staff costs 2505 2,650 2,060 - 

Social charges 2510 337 253 - 

Depreciation and amortization 2515 511 148 - 

Other operating expense 2520 18,506 94,351 - 

Total 2550 22,012 96,812 - 

IV. EARNINGS PER SHARE

Item Line 
code 

2019 2018 Notes 

1 2 3 4 5 

Average annual number of ordinary shares 2600 - - - 

Diluted average number of ordinary shares 2605 - - - 

Net profit (loss) per 1 ordinary share 2610 - - - 

Net profit (loss) per 1 ordinary share (diluted) 2615 - - - 

Dividends per ordinary share 2650 - - - 

On behalf of the Management: 

____________________________________ 
Antipova I.A. 
Director 



8 

LIMITED LIABILITY COMPANY “ENGIE ENERGY MANAGEMENT UKRAINE” 

STATEMENTS OF CASH FLOWS 
FOR THE YEARS ENDED 31 DECEMBER 2019 AND 2018 

In Ukrainian Hryvnias and in thousands 

CODES 

Date (year, 

month, day) 
2019 12 31 

Entity 
Limited Liability Company “ENGIE ENERGY 
MANAGEMENT UKRAINE” per EDRPOU 40731283 

Location Kyiv per KOATUU 8038020000 

Legal form of organization: Limited Liability Company per KOPFG 240 

Type of economic activities Gas trade through local pipelines per KVED 35.23 

Average number of 
employees 2 

Address, phone 
Ukraine, 01024, Kyiv, 9/2 Velyka Vasylkivska St., 
0443907107 

Measuring unit: UAH thousands without decimals 

Prepared under (mark “v” in the respective box): 

Ukrainian Accounting Standards 

International Financial Reporting Standards v 

Statements of Cash Flows (under direct method) 
for the Years Ended 31 December 2019 and 31 December 2018 

Form №3 DKUD Code 1801004 

Item Line 
code 

2019 2018 

1 2 3 4 

І. Cash flows from operating activities 

Proceeds from: 

Sales of goods (works, services) 3000 601,102 2,111,501 

Receipts of advances from customers 3015 261,499 987,348 

Proceeds from the return of advances 3020 68 - 

Other receipts 3095 11,954 1,336 

Payments to: 

Suppliers 3100 (770,226) (2,198,335) 

Employees 3105 (2,191) (1,597) 

Social security contribution 3110 (387) (270) 

Taxes and related fees 3115 (102,719) (393,030) 

Payment of advances 3135 (127,057) (514,761) 

Expenses for payment of return of advances 3140 (4,823) (12,665) 

Other payments 3190 (7,085) (14,621) 

Net cash flow from operating activities 3195 (139,865) (35,094) 

ІІ. Cash flows from investing activities 

Net cash flow from investing activities 3295 - - 

ІІІ. Cash flows from financing activities 

Net cash flow from financing activities 3395 - - 

Net cash flow 3400 (139,865) (35,094) 

Cash and cash equivalents at the beginning of the reporting period 3405 163,693 193,013 

Effects of exchange rates changes on cash and cash equivalents 3410 (165) 5,774 

Cash and cash equivalents at the end of the reporting period 3415 23,663 163,693 

On behalf of the Management: 

____________________________________ 
Antipova I.A. 
Director 
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LIMITED LIABILITY COMPANY “ENGIE ENERGY MANAGEMENT UKRAINE” 

STATEMENT OF CHANGES IN EQUITY 
FOR THE YEARS ENDED 31 DECEMBER 2019 and 31 DECEMBER 2018 

In Ukrainian Hryvnias and in thousands 

CODES 

Date (year, 

month, day) 
2019 12 31 

Entity Limited Liability Company “ENGIE ENERGY MANAGEMENT UKRAINE” per EDRPOU 40731283 

Location Kyiv per KOATUU 8038020000 

Legal form of organization: Limited Liability Company per KOPFG 240 

Type of economic activities Gas trade through local pipelines per KVED 35.23 

Average number of employees 2 

Address, phone Ukraine, 01024, Kyiv, 9/2 Velyka Vasylkivska St., 0443907107 

Measuring unit:  UAH thousands without decimals 

Prepared under (mark “v” in the respective box): 

Ukrainian Accounting Standards 

International Financial Reporting Standards v 

Statement of Changes in Equity 
for the Years Ended 31 December 2019 

Form #4 DKUD Code 1801005 

Item Line 
code 

Contributed 
capital 

Revaluation 
reserve 

Additional 
capital 

Reserve 
capital 

Retained 
earnings 

(accumulated 
deficit) 

Unpaid 
capital 

Withdrawn 
capital 

Total 

1 2 3 4 5 6 7 8 9 10 

Balance at the beginning of 
period 4000 2,479 - - - (12,191) - - (9,712) 

Net profit for the reporting 
period 4100 - - - - 6,490 - - 6,490 

Other changes in equity 4290 - - - - - - - - 

Total changes in equity 4295 - - - - 6,490 - - 6,490 

Balance at the end of period 4300 2,479 - - - (5,701) - - (3,222) 
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LIMITED LIABILITY COMPANY “ENGIE ENERGY MANAGEMENT UKRAINE” 

STATEMENT OF CHANGES IN EQUITY 
FOR THE YEARS ENDED 31 DECEMBER 2019 AND 2018 (CONTINUED) 

In Ukrainian Hryvnias and in thousands 

Statement of Changes in Equity 
for the Years Ended 31 December 2018 

Form #4 DKUD Code 1801005 

Item Line 
code 

Contributed 
capital 

Revaluation 
reserve 

Additional 
capital 

Reserve 
capital 

Retained 
earnings 

(accumulated 
deficit) 

Unpaid 
capital 

Withdrawn 
capital 

Total 

1 2 3 4 5 6 7 8 9 10 

Balance at the beginning of 
period 4000 2,479 - - - (9,588) - - (7,109) 

Net loss for the reporting period 4100 - - - - (2,603) - - (2,603) 

Other changes in equity 4290 - - - - - - - - 

Total changes in equity 4295 - - - - (2,603) - - (2,603) 

Balance at the end of period 4300 2,479 - - - (12,191) - - (9,712) 

On behalf of the Management: 

____________________________________ 
Antipova I.A. 
Director 



LIMITED LIABILITY COMPANY “ENGIE ENERGY MANAGEMENT UKRAINE” 

NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEARS ENDED 31 DECEMBER 2019 AND 2018 

In Ukrainian Hryvnias and in thousands 
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1. NATURE OF THE BUSINESS

Limited Liability Company “ENGIE ENERGY MANAGEMENT UKRAINE” (hereinafter, the “Company”)
was incorporated in accordance with the laws of Ukraine in August 2016. The principal activity of

the Company is wholesale natural gas trading in Ukraine.

As at 31 December 2019, 31 December 2018 and 1 January 2018 there are two founders and

the participants of the Company: simplified Joint Stock Company with sole shareholder “GDF
International”, which holds 99% of participatory interest and Public Limited Company “Sopranor”,
which holds 1% of participatory interest.

The Registered address of the Company is at: 9/2 Velyka Vasylkivska, Kyiv, 01024, Ukraine.

2. OPERATING ENVIRONMENT

Since 2016, the Ukrainian economy has demonstrated signs of stabilization after years of political

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

Ukraine continues to limit its political and economic ties with Russia, given annexation of Crimea, an
autonomous republic of Ukraine, and an armed conflict with separatists continued in certain parts of

Luhanska and Donetska regions. As a result of this, the Ukrainian economy is refocusing on
the European Union (the “EU”) market by realizing potentials of established Deep and
Comprehensive Free Trade Area with the EU.

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

the first time during the recent two years, from 18.0% in April 2019 to 6.0% in October 2020.

The degree of macroeconomic uncertainty in Ukraine in 2019 still remained high due to a significant

amount of public debt scheduled for repayment in 2019-2020, which requires mobilizing substantial
domestic and external financing in an increasingly challenging financing environment for emerging
markets. At the same time, Ukraine has passed through the period of presidential and parliamentary

elections. All newly elected authorities have demonstrated their commitment to introduce reforms in
order to boost economic growth, while maintaining macro-fiscal stability and liberalizing economic
environment. These changes have resulted in, inter alia, improved Fitch’s rating of Ukraine’s Long-
Term Foreign- and Local-Currency Issuer Default Ratings from “B-” to “B”, with a positive outlook.

Further economic growth depends, to a large extent, upon success of the Ukrainian government in
realization of planned structural reforms and effective cooperation with the International Monetary

Fund (the “IMF”).

In addition to that, starting from early 2020, a new coronavirus disease (COVID-19) has begun

rapidly spreading all over the world resulting in announcement of the pandemic status by the World
Health Organization (the “WHO”) in March 2020. Responses put in place by many countries to
contain the spread of COVID-19 are resulting in significant operational disruption for many
companies and have significant impact on global financial markets. As the situation is rapidly

evolving it may have a significant effect on business of many companies across a wide range of

sectors, including, but not limited to such impacts as disruption of business operations as a result of
interruption of production or closure of facilities, supply chain disruptions, quarantines of personnel,

reduced demand and difficulties in raising financing. In addition, the Company may face the
increasingly broad effects of COVID-19 as a result of its negative impact on the global economy and
major financial markets. The significance of the effect of COVID-19 on the Company’s business

largely depends on the duration and the incidence of the pandemic effects on the world and
Ukrainian economy.



LIMITED LIABILITY COMPANY “ENGIE ENERGY MANAGEMENT UKRAINE” 
 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEARS ENDED 31 DECEMBER 2019 AND 2018 

In Ukrainian Hryvnias and in thousands 
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3. BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING POLICIES 

 
Statement of compliance 
 

These financial statements for the years ended 31 December 2019 and 2018 (the “Financial 
Statements”) have been prepared in accordance with International Financial Reporting Standards 
(“IFRS”). The Company adopted IFRS as its reporting framework as at 1 January 2018. The 

Company’s opening IFRS statement of financial position as at 1 January 2018 (“the date of transition 
to IFRS”) was prepared in accordance with the requirements of IFRS 1 First Time Adoption of 
International Financial Reporting Standards (“IFRS 1”). Prior to 2018, the Company did not prepare 
financial statements in accordance with IFRS. 

 
The accompanying financial statements have been prepared in accordance with the requirements of 
all IASs, IFRSs and Interpretations of International Financial Reporting Interpretations Committee 

(“IFRIC”), which were effective as at 31 December 2019. 
 
There were no significant adjustments to the financial statements due to the adoption of IFRS.  

 
Basis of preparation 
 
The financial statements have been prepared on the historical cost basis as explained in 

the accounting policies below. Historical cost is generally based on the fair value of the consideration 
given in exchange for assets. 
 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an 
orderly transaction between market participants at the measurement date, regardless of whether 
that price is directly observable or estimated using another valuation technique. In estimating the 

fair value of an asset or a liability, the Company takes into account the characteristics of the asset or 
liability if market participants would take those characteristics into account when pricing the asset or 
liability at the measurement date. Fair value for measurement and/or disclosure purposes in these 
financial statements is determined on such a basis, leasing transactions that are within the scope of 

IFRS 16, and measurements that have some similarities to fair value but are not fair value, such as 
net realizable value in IAS 2 or value in use in IAS 36. 
 

The Company uses forms of financial statements defined by Ukrainian Accounting Standards for 
preparation of the financial statements. 
 

Going concern  
 
These financial statements have been prepared on a going concern basis, which contemplates the 
realization of assets and the satisfaction of liabilities in the normal course of business. As disclosed 

in these financial statements, as of 31 December 2019 the Company’s current liabilities exceeded its 
current assets by UAH 4,627 thousand (31 December 2018: by UAH 10,027 thousand, 1 January 
2018: by 7,119 thousand), negative cash flow from operating activities for the year ended 

31 December 2019 amounted to UAH 139,865 thousand (2018: UAH 35,094 thousand) 
and therefore the going concern assumption are to be carefully assessed by management to ensure 
the Company has sufficient funding for its business.  
 

Management believes that preparation of the financial statements on a going concern basis is 

appropriate due to the fact that substantial portion of liabilities is due to related parties of 
the Company, which are subsidiaries of Engie S.A, e.g.: as of 31 December 2019 trade and other 
payables from related parties amounted to UAH 102,966 thousand (2018: UAH 502,403 thousand). 

The Company received a letter of support from Engie S.A committing to provide support for the 
Company’s ongoing operations during at least 12 months from the 31 December 2019. 
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Standards and Interpretations in issue, but not yet effective 

 
At the date of authorization of these financial statements, the following Standards and 
Interpretations, as well as amendments to the Standards were in issue but not yet effective: 

 

Standards and Interpretations  

Effective for annual 

period beginning on or 

after 

   

Amendments to References to the Conceptual Framework in IFRS Standards   1 January 2020  

Amendments to IFRS 3 Business Combinations – Business definition  1 January 2020  

Amendments to IFRS 9, IAS 39 and IFRS 7 – Interest Rate Benchmark Reform  1 January 2020 

Amendments to IAS 1 Presentation of Financial Statements and IAS 8 Accounting 

Policies, Changes in Accounting Estimates, and Errors – Materiality definition  1 January 2020  

Amendment to IFRS 16: Covid-19 Related rent Concession  1 June 2020 

IFRS 17 Insurance Contracts  1 January 2023 

 
 

Management is currently evaluating the impact of the adoption of these Standards and 
Interpretations, as well as the amendments to Standards. 
 
The principal accounting policies are set out below. 

 
Functional and presentation currency 
 

The functional currency of the Company and presentation currency of these financial statements is 
Ukrainian Hryvnia (“UAH”). Transactions in currencies, other than functional currency of the 
Company, are treated as transactions in foreign currencies. 

 
Foreign currencies 
 
Transactions in currencies, other than functional currency, are recognized at the rates of exchange 

prevailing at the dates of the transactions. At the end of each reporting period, monetary items 
denominated in foreign currencies are retranslated at the rates prevailing at that date. Non-
monetary items that are measured in terms of historical cost in a foreign currency are not 

retranslated. Exchange differences on monetary items are recognized in profit or loss in the period in 
which they arise. 
 

The relevant exchange rates were as follows: 
 
 As at  

31 December 

2019 

 Average 

exchange 

rate for 2019 

 As at  

31 December 

2018 

 Average 

exchange 

rate for 2018 

 As at  

1 January 

2018 

          

UAH/USD 23.69  25.85  27.69  27.20  28.07 

UAH/EUR 26.42  28.95  31.71  32.14  33.50 

 
 

Financial instruments  
 
The Company recognizes a financial asset or a financial liability in its Balance Sheet (Statement of 
Financial Position) when, the Company becomes party to the contractual provisions of the 

instrument. 
 

Financial assets of the Company are mostly presented by trade accounts receivable, other current 

accounts receivable and cash and cash equivalents.  
 
Financial liabilities of the Company are presented by trade accounts payable and accounts payable 

on current portion of long-term liabilities. 
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Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are 

directly attributable to the acquisition or issue of financial assets and financial liabilities (other than 
financial assets and financial liabilities at fair value through profit or loss) are added to or deducted 
from the fair value of the financial assets or financial liabilities, as appropriate, on initial recognition. 

Transaction costs directly attributable to the acquisition of financial assets or financial liabilities at 
fair value through profit or loss are recognized immediately in profit or loss. 
 

All recognized financial assets are measured subsequently in their entirety at either amortized cost 
or fair value, depending on the classification of the financial assets. 
 
Classification of financial assets  

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

 
(a) The entity’s business model for managing the financial assets; and  

(b) The contractual cash flow characteristics of the financial asset. 

 
A financial asset is measured at amortized cost if both of the following conditions are met: 
 
(a) The financial asset is held within a business model whose objective is to hold financial assets in 

order to collect contractual cash flows; and  

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

 
A financial asset is measured at fair value through other comprehensive income if both of the 

following conditions are met: 

 
(a) The financial asset is held within a business model whose objective is achieved by both 

collecting contractual cash flows and selling financial assets; and 
(b) The contractual terms of the financial asset give rise on specified dates to cash flows that are 

solely payments of principal and interest on the principal amount outstanding. 
 

Amortized cost and effective interest method 

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

 
For financial assets other than purchased or originated credit‑impaired financial assets (i.e. assets 

that are credit‑impaired on initial recognition), the effective interest rate is the rate that exactly 

discounts estimated future cash receipts (including all fees and points paid or received that form an 
integral part of the effective interest rate, transaction costs and other premiums or discounts) 

excluding expected credit losses, through the expected life of the debt instrument, or, where 
appropriate, a shorter period, to the gross carrying amount of the debt instrument on initial 
recognition. For purchased or originated credit‑impaired financial assets, a credit‑adjusted effective 

interest rate is calculated by discounting the estimated future cash flows, including expected credit 

losses, to the amortized cost of the debt instrument on initial recognition. 
 
The amortized cost of a financial asset is the amount at which the financial asset is measured at 

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

of a financial asset before adjusting for any loss allowance. 
 
Impairment of financial assets 
 

The Company recognizes a loss allowance for expected credit losses on by trade accounts receivable, 
other current accounts receivable and cash and cash equivalents. The amount of expected credit 
losses is updated at each reporting date to reflect changes in credit risk since initial recognition of 

the respective financial instrument.  
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The Company always recognizes lifetime ECL for trade accounts receivable and other current 

accounts receivable. The expected credit losses on these financial assets are estimated using a 
provision matrix based on the Company’s historical credit loss experience, adjusted for factors that 
are specific to the debtors, general economic conditions and an assessment of both the current as 

well as the forecast direction of conditions at the reporting date, including time value of money 
where appropriate. 
 

For all other financial instruments, the Company recognizes lifetime ECL when there has been a 
significant increase in credit risk since initial recognition. However, if the credit risk on the financial 
instrument has not increased significantly since initial recognition, the Company measures the loss 
allowance for that financial instrument at an amount equal to 12‑month ECL. 

 
Lifetime ECL represents the expected credit losses that will result from all possible default events 
over the expected life of a financial instrument. In contrast, 12‑month ECL represents the portion of 

lifetime ECL that is expected to result from default events on a financial instrument that are possible 

within 12 months after the reporting date. 
 
Significant increase in credit risk 

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

recognition. In making this assessment, the Company considers both quantitative and qualitative 
information that is reasonable and supportable, including historical experience and forward‑looking 

information that is available without undue cost or effort. Forward‑looking information considered 

includes the future prospects of the industries in which the Company’s debtors operate, obtained 

from economic expert reports, financial analysts, governmental bodies, relevant think tanks and 

other similar organizations, as well as consideration of various external sources of actual and 
forecast economic information that relate to the Company’s core operations. 
 

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

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

• Significant deterioration in external market indicators of credit risk for a particular financial 

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

• Existing or forecast adverse changes in business, financial or economic conditions that are 

expected to cause a significant decrease in the debtor’s ability to meet its debt obligations; 

• An actual or expected significant deterioration in the operating results of the debtor; 

• Significant increases in credit risk on other financial instruments of the same debtor; 

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

 
Definition of default 
 
The Company considers the following as constituting an event of default for internal credit risk 

management purposes as historical experience indicates that financial assets that meet either of the 

following criteria are generally not recoverable: 
 

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

• Information developed internally or obtained from external sources indicates that the debtor is 
unlikely to pay its creditors, including the Company, in full (without taking into account any 

collateral held by the Company). 
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Irrespective of the above analysis, the Company considers that default has occurred when a financial 

asset is more than 90 days past due unless the Company has reasonable and supportable 
information to demonstrate that a more lagging default criterion is more appropriate. 
 

Measurement and recognition of expected credit losses 
 
The measurement of expected credit losses is a function of the probability of default, loss given 

default (i.e. the magnitude of the loss if there is a default) and the exposure at default. 
The assessment of the probability of default and loss given default is based on historical data 
adjusted by forward‑looking information as described above. As for the exposure at default, for 

financial assets, this is represented by the assets’ gross carrying amount at the reporting date. 

 
For financial assets, the expected credit loss is estimated as the difference between all contractual 
cash flows that are due to the Company in accordance with the contract and all the cash flows that 

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

De-recognition of financial instruments 
 
The Company de-recognizes a financial asset only when the contractual rights to the cash flows from 

the asset expire, or when it transfers the financial asset and substantially all the risks and rewards of 
ownership of the asset to another entity.  
 

On de-recognition of a financial asset in its entirety, the difference between the asset’s carrying 
amount and the sum of the consideration received and receivable is recognized in the profit or loss. 
 

The Company de-recognizes financial liabilities when, and only when, the Company’s obligations are 

discharged, cancelled or they expire. The difference between the carrying amount of the financial 
liability recognized and the consideration paid and payable is recognized in profit or loss. 
 

Cash and cash equivalents 
 
Cash and cash equivalents include cash in bank accounts. Cash and cash equivalents are recognized 

if they meet the criteria for recognition as assets. Cash and cash equivalents may be withheld and 
transactions with it can be proceeded in national and foreign currency. 
 
Cash and cash equivalents are carried at amortized cost, since (i) they are held to receive 

contractual cash flows and these cash flows are solely payments on the principal amount of the debt 
and interest and (ii) they are not classified as fair value through profit or loss. 
 

Trade accounts payable 
 
Trade accounts payable are subsequently measured at amortized cost using the effective interest 
rate method. As normally the expected term of accounts payable is short, the value is stated at the 

nominal amount without discounting, which approximates its fair value. 
 
Contributed capital  

 
Contributed capital is recognized at the fair value of contributions received by the Company. 
 

Inventories  

 
Inventories are recorded at the lower of cost and net realizable value. The cost of inventories 
includes expenditures incurred in acquiring the inventories and other costs incurred in bringing them 

to their existing location and condition. Cost is calculated using the weighted average cost method. 
Net realizable value is the estimated selling price in the ordinary course of business, less the cost of 
completion and selling expenses. 
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Revenue recognition 

 
Revenue is measured at the fair value of the consideration received or receivable net of value added 
tax and other refundable taxes. 

 
Revenue from the sale of goods is recognized on a 5-step approach as introduced in IFRS 15: 
 

• Identify the contract with the customer; 

• Identify the performance obligations in the contract; 

• Determine the transaction price; 

• Allocate the transaction price to the performance obligations in the contracts; 

• Recognize revenue when (or as) the Company satisfies a performance obligation. 
 
The Company recognizes revenue when the performance obligation is satisfied, i.e. when control of 

the goods underlying the particular performance obligation is transferred to the customer. Revenue 
from the sale of gas at a virtual trading point in the gas transmission system of Ukraine and at a 
virtual point in underground gas storage of Ukraine is recognized at a point of time, when the gas 

has been delivered at delivery point to the customer.  
 
Revenue gross versus net presentation 
 

When the Company acts as a principal, revenue and cost of sales are reported on a gross basis. If 
the Company sells goods or services as an agent, revenue is recorded on a net basis, representing 
the margin/commission earned. Whether the Company is considered to be principal or agent in a 

transaction depends on analysis of both legal form and substance of the agreement the Company 

enters in.  
 

Recognition of expenses 
 
Expenses are recorded on an accrual basis.  
 

Leases 
 
(i) Determining whether an arrangement contains a lease  

 
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 envisages the use of an identified asset, directly or indirectly. The asset has to be 

physically distinct or represent practically the entire portion of the physically distinct asset. If 
the supplier has the substantive right to substitute the asset throughout the period of use, such 
asset is not deemed an identified asset.  

• 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.  

 

At inception or upon reassessment of a lease component contract that contains a lease component 

and one or more additional lease or non-lease components, the Company allocates the consideration 
in the contract to each lease component on the basis of the relative stand-alone price of the lease 
component and the aggregate standalone price of the non-lease components.  

 

  



LIMITED LIABILITY COMPANY “ENGIE ENERGY MANAGEMENT UKRAINE” 
 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEARS ENDED 31 DECEMBER 2019 AND 2018 

In Ukrainian Hryvnias and in thousands 

 

18 

 
 
 

(ii) Right-of-use assets and lease liabilities  

 
At the commencement date, the Company measures the right-of-use asset and lease liability. 
A right-of-use asset is measured at cost comprising the amount of the initial measurement of 

the lease liability, any lease payments made at the commencement date, less any lease incentives 
received before the commencement date, plus any initial direct costs incurred by the lessee, an 
estimate of costs to be incurred by the lessee in dismantling and removing the underlying asset, 

restoring the site on which it is located or restoring the underlying asset to the condition required by 
the terms and conditions of the lease, unless those costs are incurred to produce inventories.  
 
The right-of-use asset is subsequently depreciated on a straight-line basis 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 estimation of the useful life of right-of-use assets is performed in the same manner as that of 
property, plant and equipment. In addition, right-of-use assets are periodically reviewed for 

impairment, and their carrying amount is reduced by the amount of impairment losses, if any, and 
adjusted for certain remeasurements of the lease liability.  
 

At the commencement date, the Company measures the lease liability at the present value of 
the lease payments that are not paid at that date. The lease payments are discounted using the 
interest rate implicit in the lease, if that rate can be readily determined. If that rate cannot be 
readily determined, the Company normally uses the lessee's incremental borrowing rate.  

 
The lease payments included in the measurement of the lease liability comprise the following:  
 

• fixed payments (including in-substance fixed payments), less any lease incentives receivable;  
 

• variable lease payments that depend on an index or a rate, initially measured using the index or 

rate as at the commencement date.  
 

Subsequent to the initial recognition, the lease liability is measured at amortised cost using 
the effective interest method. The lease liability is remeasured when there is a change in future 
lease payments arising from a change in an index or rate, or if the Company changes its assessment 

of whether it will exercise an 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. Remeasurements of the lease liability due to 
changes in foreign exchange rates will not give rise to adjustments of the value of the right-of-use 
asset and will be recognised in profit or loss.  

 
Finance costs 
 

Finance costs comprise of expenses related to the interest on the lease liability and fee for non-bank 
guarantee. The finance costs on lease are charged to profit or loss over the lease period so as to 
produce a constant periodic rate of interest on the remaining balance of the liability for each period. 
 

Taxation 
 
Income tax expense represents the sum of the tax currently payable and deferred tax.  

 
Current tax  
 

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as 

reported in the Statement of Profit or Loss and Other Comprehensive Income because it excludes 
items of income or expense that are taxable or deductible in other years and it further excludes 
items that are never taxable or deductible. The Company’s current tax is calculated using tax rates 

that have been enacted as at the reporting date. 
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Deferred tax  

 
Deferred tax is recognized on temporary differences between the carrying amounts of assets and 
liabilities in the financial statements and the corresponding tax bases used in the computation of 

taxable profit. Deferred tax liabilities are generally recognized for all taxable temporary differences. 
Deferred tax assets are generally recognized for all deductible temporary differences to the extent 
that it is probable that taxable profits will be available against which those deductible temporary 

differences can be utilized. Such deferred tax assets and liabilities are not recognized if the 
temporary difference arises from the initial recognition (other than in a business combination) of 
assets and liabilities in a transaction that affects neither the taxable profit nor the accounting profit.  
 

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

 
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the 
period in which the liability is settled or the asset realized, based on tax rates (and tax laws) that 

have been enacted or substantively enacted by the reporting date. The measurement of deferred tax 
liabilities and assets reflects the tax consequences that would follow from the manner in which 
the Company expects, at the reporting date, to recover or settle the carrying amount of its assets 
and liabilities. 

 
Value added tax (“VAT”) 
 

In Ukraine, VAT is levied at two rates: 20% on sales and imports of goods within the country works 
and services and 0% on the export of goods and provision of works or services to be used outside 
Ukraine. A taxpayer’s VAT liability incurs on the earlier of the date of shipping goods to a customer 

or the date of receiving payment from the customer. A VAT credit is the amount that a taxpayer is 
entitled to offset against its VAT liability in a reporting period. Rights to VAT credit arise when a VAT 
invoice registered in the Unified register of VAT invoices, and can be issued on the earlier of the date 
of payment to the supplier or the date goods are received. VAT liabilities and credit are registered in 

the electronic system separately for each tax payer and in accordance with the rules set out by the 
Cabinet of Ministers of Ukraine. 
 

 
4. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY 

 

In the application of the Company’s accounting policies, which are described above, management is 
required to make judgments, estimates, and assumptions about the carrying amounts of assets and 
liabilities that are not readily apparent from other sources. The estimates and associated 
assumptions are based on historical experience and other factors that are considered to be relevant. 

 
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to 
accounting estimates are recognized in the period in which the estimate is revised if the revision 

affects only that period, or in the period of the revision and future periods if the revision affects both 
current and future periods. 
 

The following are the critical judgments that the Company’s management has made in the process of 
applying the Company’s accounting policies and that have the most significant effect on the amounts 
recognized in the financial statements. 
 

Critical judgments in applying accounting policies 

 
Gross presentation of gas resale transactions  

 
During the years ended 31 December 2019 and 2018 the Company participated in gas re-sale 
transactions with Ukrainian third party by purchasing and re-selling certain volume of natural gas in 

the underground storages at predefined terms. Taking into account that property rights for natural 
gas were transferred from seller to buyer and the Company bore inventory risks for this natural gas 
before re-sale, the Company management believes that such transactions should be presented in the 
financial statements on the gross basis.   
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Key sources of estimation uncertainty 

 
The following are the key assumptions concerning the future, and other key sources of estimation 
uncertainty as of the end of the reporting period, that have a significant risk of causing a material 

adjustment to the carrying amounts of assets and liabilities within the next financial year. 
 
Inventory valuation 

 
Management reviews inventory balances at least on the quarterly basis to determine if inventories 
can be sold at amounts greater than or equal to their carrying amounts plus costs to sell. The review 
process requires management to make assumptions related to future inventory use. The 

assumptions are based on current market prices and forecasted consumer demand. Based on the 
result of the review, the management reduces carrying amount of inventories to their net realizable 
value.  

 
If actual results differ from management’s expectations with respect to the selling of inventories at 
amounts equal to or less than their carrying amounts, management would be required to adjust the 

carrying amount of inventories. 
 
 

5. NET REVENUE 

 
Revenue from contracts with customers for the years ended 31 December 2019 and 2018 are 
presented as follows: 
  2019  2018 

     

Gas sale in Virtual Trading Point  369,167  2,130,273 

Gas sale in underground gas storages  113,801  445,797 

     

Total  482,968  2,576,070 

 

 
6. COST OF SALES 

 

Cost of products sold for the years ended 31 December 2019 and 2018 amounted UAH 471,296 
thousand and UAH 2,512,659 thousand, respectively, and consisted mostly of the cost of purchased 
natural gas. 

 
 

7. OTHER OPERATING INCOME 
 

For the years ended 31 December 2019 and 2018, other operating income comprised of foreign 
exchange gain in the amount of UAH 16,420 thousand and UAH 31,044 thousand, respectively.  
 

 
8. INVENTORIES 

 

Inventory balances as at 31 December 2019, 31 December 2018 and 1 January 2018 are presented 
as follows: 
 

 31 December 

2019 

 31 December 

2018 

 1 January 

2018 

      

Natural gas 41,855  32,677  9,042 

Other inventories 8  3  - 

      

Total 41,863  32,680  9,042 

 

 
The Company’s’ inventory balances as at 31 December 2019, 31 December 2018 and 1 January 
2018 were not pledged as a collateral.  
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9. TRADE ACCOUNTS RECEIVABLE 

 
Trade accounts receivable as at 31 December 2019, 31 December 2018 and 1 January 2018 are 
presented as follows: 

 

 31 December 

2019 

 31 December 

2018 

 1 January 

2018 

      

Trade accounts receivable for natural gas 18  278,360  376,212 

Less: Allowance for estimated irrecoverable amounts -  -  - 

      

Total 18  278,360  376,212 

 
 
Average credit period established for customers by the Company in 2019 did not exceed 90 days 

(2018: 39 days). The Company requires bank guarantee as a collateral in respect of trade accounts 
receivable. Interest is not accrued on the outstanding balance of trade accounts receivable. 
 

As at 31 December 2019, 31 December 2018 and 1 January 2018, ageing of past due but not 
impaired trade accounts receivable was as follows: 
 
31 December 2019 

 
 Trade accounts receivable – days past due 

 

Not past due  

Past due from 

1 to 90 days  

Past due over 

91 days  Total 

        

Nominal value 18  -  -  18 

Allowance for impairment -  -  -  - 

Estimated credit loss rate, % -  -  -  - 

 

 
31 December 2018 
 
 Trade accounts receivable – days past due 

 

Not past due  

Past due from 

1 to 90 days  

Past due over 

91 days  Total 

        

Nominal value 277,426  934  -  278,360 

Allowance for impairment -  -  -  - 

Estimated credit loss rate, % -  -  -  - 

 
 

1 January 2018 
 
 Trade accounts receivable – days past due 

 

Not past due  

Past due from 

1 to 90 days  

Past due over 

91 days  Total 

        

Nominal value 275,939  -  100,273  376,212 

Allowance for impairment -  -  -  - 

Estimated credit loss rate, % -  -  -  - 

 

 
During the year ended 31 December 2018 the Company concluded the net-off agreement with the 

third party on netting-off trade accounts receivable from that party with respective trade accounts 

payable due to that party in the amount of UAH 100,273 thousand. 
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10. ACCOUNTS RECEIVABLE ON SETTLEMENTS ON PREPAYMENTS MADE AND WITH THE STATE 

BUDGET 
 
As at 31 December 2019, 31 December 2018 and 1 January 2018 accounts receivable on settlements 

on prepayments mostly constituted prepayment for natural gas transmission. 
 
As at 31 December 2019, 31 December 2018 and 1 January 2018 accounts receivable for settlements 

with the budget were represented by VAT credit.  
 
 

11. CASH AND CASH EQUIVALENTS 

 
Cash and cash equivalents balances as at 31 December 2019, 31 December 2018 and 1 January 
2018 are presented as follows: 

 

 31 December 

2019 

 31 December 

2018 

 1 January 

2018 

      

Cash on current bank accounts in UAH 22,673  162,110  191,785 

Cash on current bank accounts in EUR 969  1,163  1,228 

Cash on current bank accounts in USD  -   420   -  

Other cash and cash equivalents 21   -    -  

      

Total 23,663  163,693  193,013 

 
As of 31 December 2019, 31 December 2018 and 1 January 2018 100% of cash in banks were held 
in AAA rated Ukrainian bank. 

 
 

12. TRADE ACCOUNTS PAYABLE 

 
Trade accounts payable balances as at 31 December 2019, 31 December 2018 and 1 January 2018 
are presented as follows: 

 

 31 December 

2019 

 31 December 

2018 

 1 January 

2018 

      

Accounts payable for natural gas 102,966  502,403  627,920 

Other trade accounts payable 2,688  137  2,583 

      

Total 105,654  502,540  630,503 

 
 
The average credit period on trade accounts payable for the years ended 31 December 2019 and 

2018 did not exceed 30 days. No interest is charged on the outstanding balance of trade accounts 
payable during the credit period. 
 
 

13. CONTINGENCIES AND CONTRACTUAL COMMITMENTS 
 
Taxation 

 
Ukraine’s tax environment is characterized by complexity in tax administering, arbitrary 

interpretation by tax authorities of tax laws and regulations that, inter alia, can increase fiscal 

pressure on taxpayers. Inconsistent application, interpretation, and enforcement of tax laws can lead 
to litigation which, as a consequence, may result in the imposition of additional taxes, penalties, and 
interest, and these amounts could be material. Facing current economic and political issues, the 
Government considers implementing certain reforms in the tax system of Ukraine.  

 
Management believes that the Company has been in compliance with all requirements of the 
effective tax legislation.  
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Transfer pricing 

 
The Company imports goods that could potentially fall within the scope of Ukrainian regulations on 
transfer pricing. The Company has prepared all necessary documentation on controlled transactions 

as required by the legislation. The Сompany submitted a report on controlled transactions for the 
years ended 31 December 2019 and 2018 in due time (until October 1 of the year next to reported). 
Management believes that the Company is in compliance with TP requirements. 

 
 

14. RELATED PARTY TRANSACTIONS AND BALANCES 
 

For the purpose of these financial statements, parties are considered to be related if one party has 
the ability to control the other party or exercise significant influence over the other party in making 
financial or operational decisions. In considering each possible related party relationship, attention is 

directed to the substance of the relationship, not merely the legal form.  
 
Related parties may enter into transactions which unrelated parties might not, and transactions 

between related parties may not be effected on the same terms, conditions, and amounts as 
transactions between unrelated parties. 
 
During the years ended 31 December 2019 and 2018 the Company entered into the following 

transactions with related parties: 
 
Type of related party Nature of transactions  2019  2018 

      

Entities under common control Purchases of natural gas  368,186 
 
1,994,853 

Entities under common control Financial guarantee fee  548 246 
 

 
   

Total   368,734  1,995,099 

 
 

For the year ended 31 December 2019, 77% of natural gas purchases were made from related 
parties (2018: 79%). 
 

Financial guarantee fee is disclosed as finance costs in the Statement of Profit or Loss and Other 
Comprehensive Income. 
 

As at 31 December 2019, 31 December 2018 and 1 January 2018, the following balances were 
outstanding: 
 

Type of related party 

Nature of 

transactions  

31 December 

2019  

31 December 

2018  

1 January 

2018 

        

Entities under common 

control 

Trade accounts 

payable  102,966 

 

502,403  527,647 

       

Total   102,966 502,403  527,647 

 

 
Transactions with key management personnel 
 
Key management are those having the authority and responsibility for planning, directing and 

controlling the activities of the Company. During the years ended 31 December 2019 and 2018 the 

key management personnel of the Company consisted of 1 employee (director). The total 
remuneration consists of salary and additional current bonuses and comprises UAH 1,805 thousand 

and UAH 1,446 thousand during years ended 31 December 2019 and 31 December 2018, 
respectively. This remuneration was included in administrative expenses in the Statement of Profit or 
Loss and Other Comprehensive Income. 
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15. FAIR VALUE OF FINANCIAL INSTRUMENTS 

 
This note provides information about how the Company determines fair values of various financial 
assets and financial liabilities. 

 
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an 
orderly transaction between market participants at the measurement date, regardless of whether 

that price is directly observable or estimated using another valuation technique. In estimating the 
fair value of an asset or a liability, the Company takes into account the characteristics of the asset or 
liability if market participants would take those characteristics into account when pricing the asset or 
liability at the measurement date. Fair value for measurement and/or disclosure purposes in these 

financial statements is determined on such a basis. 
 
In addition, for financial reporting purposes, fair value measurements are categorized into Level 1, 2 

or 3 based on the degree to which the inputs to the fair value measurements are observable and the 
significance of the inputs to the fair value measurement in its entirety, which are described as follows:  
 

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

• Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable 
for the asset or liability, either directly or indirectly; and 

• Level 3 inputs are unobservable inputs for the asset or liability. 
 
The fair value of financial assets and liabilities is estimated applying discounted cash flow techniques 

and is deemed to be equal to the carrying amounts of cash and cash equivalents, trade accounts 
receivable, other current accounts receivable, trade accounts payable and accounts payable on 

current portion of long-term liabilities due to the short-term nature of these financial instruments. 

These classes of financial instruments were included in Level 2 category of the fair value hierarchy as 
at 31 December 2019, 31 December 2018, and 1 January 2018. 
 
 

16. FINANCIAL RISK MANAGEMENT POLICIES 
 
The Company’s activities expose it to a variety of financial risks: market risk (including currency 

risk), concentration risk, credit risk, and liquidity risk. The Company reviews and agrees risk 
management policies to minimize the potential adverse effects on the financial performance for 
those risks.  

 
Major categories of financial instruments 
 
The main purpose of these financial instruments is to maintain a sufficient level of financial results. 

The Company’s principal financial liabilities comprise of trade accounts payable and accounts payable 
on current portion of long-term liabilities, while financial assets are represented by cash and cash 
equivalents, trade accounts receivable and other current accounts receivable. 

 

 

31 December 

2019  

31 December 

2018  

1 January 

2018 

Financial assets      

       
Cash and cash equivalents 23,663   163,693   193,013  

Trade accounts receivable 18   278,360   376,212  

Other current accounts receivable 357  2,481  253 

      
Total financial assets 24,038   444,534   569,478  

       Financial liabilities      

       
Trade accounts payable 105,654  502,540   630,503 

Accounts payable on current portion of long-term 

liabilities 164  -  - 

      
Total financial liabilities 105,818   502,540  630,503 
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Foreign currency risk 

 
Foreign currency risk is the risk that arise from changes in the relative valuation of currencies and 
can have negative effect on the Company’s financial results. The Сompany carries out certain 

transactions in foreign currency (EUR and USD). The Company does not use derivative financial 
instruments to manage exchange rate risk. 
 

The Company’s exposure to foreign currency risk was presented, based on the carrying amounts of 
respective USD and EUR denominated assets and liabilities, as follows: 
 
 31 December 2019  31 December 2018  1 January 2018 

 EUR  USD  EUR  USD  EUR  USD 

             

Cash and cash 

equivalents 969  -  1,163  420  1,228  - 

Trade accounts 

payable (102,966)  -   (440,032)  (62,371)   (304,570)   (223,077) 

            

Total net currency 

position (101,997)  -  (438,869)  (61,951)  (303,342)  (223,077) 

 
 
The following table summarizes information about the Company’s sensitivity to foreign currency risk 

arising from its foreign currency denominated monetary financial assets and liabilities based on the 
Company’s management assessment of reasonably acceptable changes in exchange rates of the 
relevant currencies to the Company’s functional currency. This sensitivity analysis includes only 

outstanding foreign currency denominated monetary items and adjusts their restatement at the end 

of the period. 
 

 

31 December 

2019   

31 December 

2018   

1 January 

2018) 

 

Net 

profit/(loss)  

Net 

profit/(loss)  

Net 

profit/(loss) 

      
EUR strengthening by 20%  (16,728)  (71,975)  (49,748) 

EUR weakening by 20% 16,728  71,975  49,748 

USD strengthening by 20%  -  (10,160)  (36,585) 

USD weakening by 20% -  10,160  36,585 

 

 

Credit risk 
 

Credit risk is the risk that a customer may default or not meet its obligations to the Company on a 
timely basis, leading to financial losses to the Company. Exposure to credit risk arises as a result of 
the Company’s sales of products on credit terms and other transactions with counterparties giving 

rise to financial assets. Credit risk is managed per each counterparty. As at 31 December 2019, 
31 December 2018 and 1 January 2018 the maximum exposure of credit risk was represented by 
the total carrying amount of financial assets, net of impairment losses on such assets, and 

comprised the following: 
 

 

 31 December 

2019  

31 December 

2018  

1 January 

2018 

       
Trade accounts receivable  18  278,360  376,212 

Other current accounts receivable  357  2,481  253 

Cash and cash equivalents  23,663  163,693  193,013 
          
Total   24,038  444,534  569,478 

 

 

Credit risk arises from cash and cash equivalents, as well as credit exposure to customers, including 
outstanding receivables.  
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For banks only upper tier Ukrainian or international banks are accepted, which are considered to 

have minimal risk of default. The Company’s management consistently monitors the financial 
position of those financial institutions. The Company’s credit risk relating to the failure of banks to 
fulfill their obligations is limited to the amount of cash and cash equivalents placed with relevant 

banks. 
 
The exposure to credit risk for other customers is approved and monitored on an ongoing basis 

individually. The Company requires bank guarantee as a collateral in respect of trade accounts 
receivable. In addition, receivable balances are consistently monitored, thus, a possibility of bad 
debts occurrence is insignificant.  
 

Concentration risk 
 
The Company is exposed to concentration risk on cash and cash equivalents and purchases. All cash 

in bank as at 31 December 2019, 31 December 2018 and 1 January 2018 was placed in one 
Ukrainian bank. For the years ended 31 December 2019 and 2018, 100% of natural gas purchases 
were made from three counterparties.  

 
Liquidity risk  
 
Liquidity risk is the risk that the Company will not be able to settle all liabilities as they are due. 

The Company’s liquidity position is carefully monitored and managed. The Company has in place a 
detailed budgeting and cash forecasting process to help ensure that it has adequate cash available to 
meet its payment obligations and analyzes its liquidity ratio. 

 
The Company’s financial liabilities performed by trade accounts payable and lease liability included in 
accounts payable on current portion of long-term liabilities, which remaining contractual maturity as 

at 31 December 2019, 31 December 2018 and 1 January 2018 is within one year. 
 
 

17. SUBSEQUENT EVENTS 

 
During the period from 31 December 2019 to the date of approval of these financial statements for 
issue, there were no significant events that would be subject to disclosure. 

 




