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About
DeloPorts

berths

tugboats

10.2 wou

invested
in 2015-2019

DeloPorts is one of the largest
Russian transportation holdings,
consolidating the stevedoring assets
of Delo Group in Novorossiysk Port.
DeloPorts’ assets include NUTEP
Container Terminal, KSK Grain
Terminal and Delo Service Company.

1196 =

employees *"—7'_"&"1

About DeloPorts

/N
DeloPorts is a private company, e ====
the owner of which is Sergey Shishkarev. 3\ /4

GROUP OF COMPANIES

rt terminals with developed infrastructure
ment from global manufacturers

Successful experience implementing major transport industr

Impeccable reputation in the stevedoring services
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5 About DeloPorts DeloPorts' assets

DeloPorts' assets

N/ N N/
NUTEP Container Terminal KSK Grain Terminal Delo Service
. . ! Company
100% 15%  25% cargil .
100%
TRANSHIPPING CONTAINERS, GENERAL TRANSHIPPING GRAIN, GENERAL
AND RO-RO CARGO AND RO-RO CARGO
BUNKERING, MOORING
4 berths 2 berths AND AGENT'S SERVICES
THROUGHPUT CAPACITY THROUGHPUT CAPACITY  tuahoat
ugpnoats
700000 TEU 55mint g
100%
MARKET SHARE IN NOVOROSSIYSK PORT MARKET SHARE IN NOVOROSSIYSK PORT MOORING OPERATIONS
49%; 2% AT DELOPORTS' BERTHS

634 people 345 people 135 people
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f' = Increased market share by 2.1 p.p. to 20.5%
Key |gU €S == Maintained EBITDA margin at 63%

= Systematically implemented investment programme
aimed at capacity expansion

REVENUES, RUB BLN EBITDA, RUB BLN ADJUSTED NET PROFIT*, RUB BLN NET DEBT, RUB BLN

. 192 . 878 . 6.17 2213
9.84 19.45
676
. 780 . el . 575 . 6.08 - 407 . 424 420 .

2016 2017 2018 2019 2016 2017 2018 2019 2016 2017 2018 2019 2016 2017 2018 2019

* Adjusted for exchange differences arising from the revaluation of
foreign currency items

NET DEBT/EBITDA, X
33
.2.2
Total cargo turnover R TN 3.1 g SN o 10
b N e L NS e - T caaei 2016 2017 2018 2019
DeloParts' share of dry goods= # ek o T CASENCES N .o vus oy
EBITDA margin transhipment in Novorossiysk : v B Ve 3 = - .458
= g ' b
/6 . . 240
‘ 0 s -
: o s | - T 1,04
sl g
it a e 2016 2017 2018 2019

» For a full review of DeloPorts'’ financial results, see pg. 42-45

EBITDA MARGIN, % OPERATING CASH FLOW, RUB BLN DELOPORTS' CORPORATE RATINGS

738 692 137 687 6.55 S&P FITCH EXPERT RA
. - - 560
. : . : B B

2016 2017 2018 2019 2016 2017 2018 2019 OUTLOOK: STABLE OUTLOOK: NEGATIVE OUTLOOK: STABLE
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Strategic
report

Key priorities

Leading positions in grain
Strategic goa| and container segments

DeloPorts’ strategic goal is to strengthen its Focus on strategic cargo: containers
position in key market segments by creating and grain

competitive advantages for its customers,

offering unique services, improving service Expand terminal throughput capacity
quality, expanding capacity, optimising production and increase the size and number
processes and working as a team. of ships that can be processed

simultaneously

Maximise effective use.of existing
territory

Industry-leading corporate governance standards

Adopt best corporate governance
practices to improve DeloPorts’
investment appeal and increase the
transparency of its decision making
bodies

Excellent service quality with a focus on the customer

Improve current service conditions to
optimise logistics at assets and reduce
customer costs
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1 Strategic report Business model

KSK GRAIN TERMINAL DELO SERVICE COMPANY
ceiving, storing and loading grain and handling Ro-Ro cargo Bunkering, tugboat and agent's services

Silo capacity 220,0 0 Ut {I {I bunkering services

‘000 t
700 000 TEU 55 min t 4 e
519 oot 5.Bin: 1,012 Sratone

Total cargo turnover v N N

Business model

NUTEP CONTAINER TERMINAL

Handling containers, general and Ro-Ro cargo

DeloPorts’ business is structured in a
way that maximises the effective use

of its assets’ resources in the interests
of customers, the industry and the
region in which it operates. Rear yard capac'ty TEU

RESOURCES

2019 RESULTS

8 3 % g DEVELOP WAREHOUSE SPACE INCREASE GRAIN TRANSHIPMENT AND STORAGE CAPACITY INSPECT CONSTRUCTION OF SIXTH TUGBOAT
Jmint ® e ®
. o n . 3576 Ro-Ro ot
. Containers 215 Grain e and general cargo o
EBITDA margin =5
Y
0
iy 49 34 16
2 revenues [
2= 38 2 04
E @ adjusted EBITDA L
THE COMPANY'S WELL 2= , 29 21 %
DEVELOPED INFRASTRUCTURE Z edlsted et proft
AN D BALAN CED BUSI N ESS * Intra-group adjustments and holding companies -RUB0.3 bin
MODEL PROVIDE A STABLE
FINANCIAL POSITION AND = A 7
ALLOW DELOPORTS TO Optimal mix of import Focus on high-margin cargo High-quality services, Prudent terminal
SUCCESSFULLY IMPLEMENT and export cargo with growth opportunities providing a stable client base development programme
lNVESTM ENT PROJ ECTS TO See more about DeloPorts’ risk
ENSU RE FUTU RE GROWTH mitigation strategy on pg. 20

N\

ﬁ 6 a STRONG MANAGEMENT TEAM HIGHLY QUALIFIED EMPLOYEES BEST BUSINESS PRACTICES
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Chairman’s statement

Sergey Shishkarev
Chairman of the Board of Directors,
Founder and President, Delo Group

Chairman'’s statement

ABOUT DELOPORTS' SUCCESSES IN 2019:

"Summarising our performance in 2019, | would like to start by noting that the
year was marked by several significant events for DeloPorts, which allowed us
to consolidate the holding's leading positions in key market segments. This was
all made possible thanks to the effective work of our team of professionals, as
well as our high level of dedication, prompt decision making and willingness to

accept new challenges.”

In 2019, the most important milestone in DeloPorts’ development
was the opening and commissioning of deepwater berth no. 38
at NUTEP Container Terminal, which is located in the southeast
cargo area of Novorossiysk Port. Berth no. 38 is unrivalled on
the Black Sea coast and can receive oceangoing container
ships of up to 10,000 TEU, which will increase the container
terminal throughput to 700,000 TEU. This will make it possible
for DeloPorts to offer its customers a fundamentally new level
of services. During the reporting period, NUTEP Container
Terminal posted a new transhipment record of 375,000 TEU.
This strategically significant project will strengthen the transport
capabilities in southern Russia.

At KSK Grain Terminal, we finished the construction of additional
silos with a capacity of 102,000 tonnes and an additional rail
and auto grain reception facility, as well as the expansion of
our certified grain quality control lab. For 2020-2021, as part of
our investment programme, we plan to build deepwater berth
no. 40a, which will allow DeloPorts to serve Post-Panamax
class vessels with a deadweight of more than 100,000 tonnes
at the grain terminal.

Delo Service Company continues to pursue its sustainable
development agenda. In 2019, it acquired and commissioned
another tugboat, in addition to the four that it already operates.
Delo Service Company’s fleet provided more than 1,000 mooring
services during the past year.

In early 2019, an important event occurred for DeloPorts and
Delo Group: we became the general partner of the Women's
EHF Champions League for the 2019-2020 and 2020-2021
seasons, making us the first title sponsor in the history of the
women's handball league. The main club tournament in Europe
is now called the DELO WOMEN'S EHF Champions League and
the final competition of the four best clubs is called the DELO
WOMEN'S EHF FINAL4. We are proud to be the title sponsor and
celebrate the success of our clubs in the international arena.

| am also pleased to note that the Board of Directors and the
General Meeting of the Association of Commercial Seaports
recognised NUTEP Container Terminal as “The Best Stevedoring
Company of the Association of Commercial Seaports” for 2019.

Equally serious challenges await us in the coming year. In
2020, we will have to learn how to operate as part of our greatly
expanded transport and logistics family following Delo Group’s
acquisition of TransContainer. In so doing, we must consider
not only the interests of the individual companies in the holding,
but also of the entire group, which is one of the largest logistics
holdings in Russia.

| want to thank each and every employee of DeloPorts for their
excellent work. We all share in these victories and in the pride
of what we have accomplished!
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CEO interview

The year 2019 was another important step in the
stevedoring holding’s development. What were the
Company’s achievements leading into 20207

During the year, we achieved most of our strategic and
operational goals.

DeloPorts’ share of dry cargo transhipment in Novorossiysk
grew from 18.4% in 2018 t0 20.5% in 2019. We managed
to maintain our cargo turnover volumes at 8 million tonnes
(down 5% year-on-year) amid general changes in the
market environment. Container transhipment volumes
at NUTEP Container Terminal climbed by 13% year-on-
year to a record of 375,000 TEU due to the completion
of the first stage of the investment programme aimed at
increasing the terminal’'s throughput. Grain transhipment
volumes at KSK Grain Terminal fell to 3.6 million tonnes
due to the general market environment.

Consolidated revenues totalled RUB9.84 billion, while
EBITDA fell by 23% year-on-year to RUB6.76 billion.

» See an analysis of DeloPorts’ financial results on pg. 42

Igor Yakovenko
Chief Executive Officer, DeloPorts

i

What changed in the industry during the
reporting period and how has this affected the
operations of DeloPorts’ assets?

In 2019, the volume of dry cargo transhipment in
Russian ports decreased by 2.9% year-on-year. This
trend was primarily associated with a significant
reduction in grain export volumes. A more stable
growth trend was seen on the container market.
However, the key factor underlying NUTEP Container
Terminal’s increased transhipment volumes and
greater market share (48% in the Azov-Black Sea
region as of the year-end) was the commissioning
of the new deepwater berth. NUTEP Container
Terminal continues to improve its service quality
and remains the priority terminal for both existing
and new customers.

» See more about market trends on pg. 22

Strategic report CEOQ interview

“Our business is founded on transparency and process automation, with all
departments working as a single, cohesive mechanism. Studying market needs
and remaining flexible in our decision making help us to provide a consistently

high level of customer service."

In 2019, DeloPorts completed its key investment project
aimed at increasing its throughput capacity. Deepwater berth
no. 38 was commissioned and has already begun to receive
ships as planned. What, in your opinion, helped to make the
project a success?

A project’s success comes down to putting together the right
team and ensuring that everyone shares the Company's values
and goals. Construction work on the berth continued around
the clock.

Our partners also played a role, manufacturing and delivering
high-quality equipment on time. To date, the cargo handling
process has been optimised as much as possible.

The entire project was implemented using the Company’s own
funds without attracting additional investments.

» See more about the
2 project’s implementation
on pg. 36

Where is the DeloPorts team looking next? What will be the
primary focus in the coming two to three years?

We continue to work to increase total cargo turnover and the
capacity load of our facilities by optimising processes at all
stages of our operations. We plan to complete the modernisation
of our terminal infrastructure and create additional facilities
to store and handle cargo. We continue to construct the
deepwater berth at KSK Grain Terminal and expect to complete
the project in the next two years. In the service segment, our
priority remains to expand our own fleet of tugboats; by 2021,
a sixth tugboat will complement Delo Service Company'’s fleet
to service DeloPorts’ berths.

What approach does DeloPorts employ for working with
key customers? What additional opportunities does the
investment project offer to customers?

Our customer service approach is founded on transparency and
maximum process automation, with all departments working
as a single, cohesive mechanism. Studying and analysing
market needs and remaining flexible in our decision making
help us to provide a consistently high level of customer service.

The launch of berth no. 38 and the ability to tranship large
volumes through NUTEP Container Terminal offer customers
the opportunity to reduce costs by using vessels of a larger
tonnage. The ability to handle three vessels at the same time
reduces the risks of downtime and waiting times to moor at
the berths due to inclement weather. We have also expanded
the possibilities for delivering and dispatching goods by rail,
especially container trains.
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Strategic
priorities

2019 results

2020 plans

KEY PERFORMANCE
INDICATORS
\/

Dels#Ports

DeloPorts' strategic goal is to strengthen its position

in key segments by creating competitive advantages

for its customers, offering unique services, improving
service quality, expanding capacity, optimising production
processes and working as a team.

LONG-TERM GROWTH OF DELOPORTS' BUSINESS AND LEADING POSITIONS IN KEY SEGMENTS
IN THE INTERESTS OF SHAREHOLDERS, EMPLOYEES, CUSTOMERS AND THE REGION

Increased the container terminal’s capacity to 700,000 TEU by commissioning deepwater
berth no. 38

Increased the permissible capacity of vessels being serviced from 4,000 TEU to 10,000 TEU
Increased grain storage capacity by 102,000 tonnes due to the construction of additional silos

Increased the grain delivery processing speed by commissioning additional auto and rail
reception points for grain

DeloPorts’ own fleet of tugboats provided 100% of mooring operations at its berths

Load newly created capacity

Complete groundwork for the construction of the container site and
infrastructural development

Start construction of berth no. 40a and transition to the next stage
of the investment project

+187%

More on pg. 34

-237/0

More on pg. 38

257

More on pg. 42

Container turnover

Key performance indicators

(KPIs) used in 2019 to assess the
management team's performance,
including the CEOs of DeloPorts’
subsidiaries:

Grain turnover

EBITDA

Investment
programme execution v

More on pg. 18

17 Strategic report

Strategic priorities

CONTINUQUS IMPROVEMENT
OF SERVICE QUALITY

FOLLOWING THE PRINCIPLE OF OPENNESS TO MAINTAIN THE
INVESTMENT APPEAL OF THE BUSINESS AND ENHANCE THE
TRANSPARENCY OF DECISION MAKING BY GOVERNANCE BODIES

= Automate accounting processes

The KPI targets for DeloPorts’
management are set annually by the
members of the Management Board
of Delo Management Company and
approved by the Board of Directors

= Used new equipment at terminals, as well as
upgraded and repaired the current fleet

Ensured the timely disclosure of material information about
DeloPorts’ operating and financial results, as well as significant
corporate events

= FExpanded container storage facilities

= Reduced downtime of vessels at berths and
while waiting for tugboats in the harbour

Maintain a high level of information disclosure regarding
the Company'’s performance

= Further upgrade equipment and vehicles

= Increase the capacity of the container site

The Board of Directors approves

the decision on the payment and
amounts of the senior management’s
annual bonuses for the reporting
period depending on their KPI
achievement

The KPI achievement is analysed

to set annual bonus amounts after
the operational results have been
reviewed, based on the consolidated
management and accounting
statements
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Investment
projects

DelePorts

DeloPorts has been consistently implementing its
investment programme since 2015.

The main stages of the investment programme are
aimed at increasing the throughput capacity of terminals
through the construction of new shore facilities, updating
the equipment fleet and modernising infrastructure.

NUTEP CONTAINER TERMINALS INVESTMENT PROJECTS IN 2019:

= launched the unique deepwater berth
no. 38, which has been able to receive
vessels of up to 8,000-10,000 TEU since
July 2019

See more about the berth construction project

on pg. 36

= delivered new equipment to process
containers

= paved 5000 square metres to create a
staging yard

NUTEP Container Terminal's
investments in 2019

2.3 RUB Dbin

+300,000 TEU — increase in terminal throughput capacity

+12.7% — growth in cargo turnover at NUTEP Container Terminal in 2019

+3,080 TEU — increase in storage area due to berth territory

Plans for 2020 include completing the construction of storage space

and acquiring new equipment.

Strategic report

Investment projects

KSK GRAIN TERMINALS MODERNISATION PROGRAMME IN 2019:

= completed construction of the main
technological buildings and structures
to increase grain storage and processing
capacity

= launched new local wastewater treatment
system

= rebuilt rail and auto grain reception
equipment

= worked on the construction and
reconstruction of shore facilities as part
of the new berth no. 40a project

Plans for 2020 include building shore facilities and a coastal
conveyor gallery, performing dredging work for berth

no. 40a, implementing an equipment repair and maintenance
management project, and purchasing new equipment to improve
service quality.

KSK Grain Terminal's investments in 2019

".5 RUB bin

DELO SERVICE COMPANY'S EXPANSION OF SERVICES PROVIDED IN 2019:

= two additional highly manoeuvrable
tugboats were commissioned to provide
mooring for vessels at DeloPorts’
terminals

The delivery and launch of a sixth tugboat
is planned for early 2021.

Delo Service Company's investments in 2019

« | RUB bin

Delo Service Company has its own fleet of five modern t

servicing ships 24 hours a day.

CAPEX FOR KEY INVESTMENT PROJECTS, RUB BLN

1.0

0.2 04
W 03
I 08 15

—/ O

NUTEP . KSK N Delo SC .

1
7 0.1

g 02
25 2B 15

2.3
1.6

2016 2017

2019 2020E
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Principal risks

PRIMARY RISK GROUPS

COUNTRY

COVID-19 PANDEMIC

DelePorts

DeloPorts' risk management policy envisages developing

and implementing systems to mitigate the potential
negative consequences of risks related to various
aspects of the Company's operations.

Risk management at DeloPorts is conducted at all
management levels. The risk management function is
shared by the Board of Directors and business units.

Risk probability

Worsening global economic ties and, as a
result, lower demand for port services due
to measures taken to curb the spread of
COVID-19.

low ™ medium l

The management is carefully following developments in
the COVID-19 pandemic and is taking all necessary steps
to reduce any impacts. According to experts, the spread of
COVID-19 could potentially affect global container traffic.

Thanks to the presence in the Group of KSK Grain Terminal,
the operations of which are directly dependent on the harvest
rather than demand for goods, the management believes
that the impact of a change in container traffic would be less
severe for the Group than for other market participants.

POLITICAL OR ECONOMIC
CHANGE IN THE COUNTRY

Change in DeloPorts’ financial situation due
to a deterioration of the national economy,
introduction of political and economic
sanctions against Russia, military conflicts,
imposition of a state of emergency, strikes,
natural disasters.

Economic fluctuations and sanctions would have a limited
impact on the Company due to its balanced business model.

STRICTER INDUSTRY
REGULATION

Regulated tariffs for transhipping, switch
tariffs to rubles.

While the industry continues to move toward deregulation, in
August 2018, Federal Law No. 324-F3 was approved, which
established tariffs on services provided in Russian seaports,
in Russian rubles. This law provides for a delay in the transfer
of tariffs into rubles until 2025 for stevedores that have taken
on foreign-currency debt for investment projects to develop
seaport infrastructure. In accordance with this law, KSK Grain
Terminal’s tariffs were converted to rubles, while NUTEP
Container Terminal’s transhipment tariffs remain in dollars.

21

Strategic report

STRATEGIC

INVESTMENT PROGRAMME

Principal risks

Higher costs of investment projects and
delays in bringing new equipment and
facilities online.

DeloPorts has already invested more than two-thirds of

the investment programme planned for 2017-2019, has
commissioned NUTEP Container Terminal’s berth no. 38

and KSK Grain Terminal’s new grain storage and reception
facilities, and plans to launch the new deepwater berth no. 40a
in summer 2021.

LAUNCHING ADDITIONAL
RELOADING CAPACITY IN
REGIONS OF OPERATIONS

OPERATING

CARGO-SPECIFIC EXPORT
RESTRICTIONS

Increased competition and risk of
reorientation of cargo flows to other
terminals in the region.

Sharp fluctuations in turnover.

The Company’s capacity development strategy looks years
in advance, ensuring competitive advantages. It constantly
monitors ongoing or potential projects.

This risk is mitigated by Russia’s growing export potential.
The Company’s balanced operating model proved consistent
during times of sharp fluctuations in container turnover in
2015 and when grain duty was introduced in 2015-2016.
Nevertheless, the 2018-2019 grain season was worse than in
previous years and showed how crop seasonality can be an
influencing factor (in its forecasts, DeloPorts accounts for one
poor harvest every five years). The consequences of the poor
harvest will affect DeloPorts’ results in the first half of 2019.

INCLEMENT WEATHER

FINANCIAL

CREDIT RISK

Long-term restrictions on loading and
unloading at DeloPorts’ terminals.

Customer credit risks.

Counterparty bank credit risks.

Expand terminal capacity by increasing the number of ships
that can be serviced, loading speed and the size of ships that
can be received.

Employ wave-guide structures and heightened security
measures at terminals. Insure against weather-related
accidents.

The Company’s subsidiaries render services on deferred
payment terms in the container and service segments,

which causes associated customer non-payment risks.

Credit risk management policies and procedures have been
developed and are used, including establishing and monitoring
counterparty credit limits based on their financial situation,
using guarantee instruments, and switching to pre-payment
for services in the event of arrears.

To minimise credit risks, the Company employs a centralised
treasury function, analyses the financial stability of
counterparty banks, and prefers to work with banks that have
a proven reputation on the market.

INTEREST RATE
FLUCTUATIONS

Increased debt servicing costs.

DeloPorts’ subsidiaries are exposed to the risk of changes
in floating interest rates on external borrowings. In 2019,
one-third of the Group’s bank loans had floating interest rates.
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Market review In 2019, dry cargo transhipment volumes in Russian seaports fell.

Cargo turnover totalled 11 million tonnes, down 2.9%
year-on-year, primarily due to a drop in grain exports
of 15 million tonnes.

CONTAINER MARKET

Market and containerisation growth
Global seaport container turnover continued its
positive trend, climbing by 2.2% in 2019, compared

with 4.3% in the previous year. The Russian market
grew by 4.8%, compared with 10.1% in 2018.

GLOBAL CONTAINER MARKET GROWTH IN 2019

4.8%

Russian container
market growth

+4.8.,

Y.

Wiz M3y

IZZ% Global average

Russia Brazil USA

Russia's level of containerisation remained low
in 2019 at 36 TEU/1,000 capita. On this metric,
the country lags far behind the global average.
This suggests that significant upside remains for
container turnover growth, especially in exports.
As a rule, container turnover growth outpaces
economic growth in emerging markets.

China Europe

Global container
market growth

+2.0
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CONTAINERISATION LEVEL, TEU/1,000 CAPITA

e 66 giee
s 100

Global average

Russia Brazil North America China Europe

Source: Drewry, Association of Commercial Seaports

Share of Azov-Black Sea basin
Container turnover in the Azov-Black Sea basin . . .
climbed by 1.4%. The Azov-Black Sea basin's In RUSSIan container market

share of the overall Russian container market in 2019

/

RUSSIA'S CONTAINER MARKET BY BASIN IN 2019

Azov-Black Sea Far East Northwest
7530000 1484000 TEU 2,234 000 TEU
1% 27%% 4%
2017 - - |
2% % %
7690007ey 1,669 000 TEU 2 476 000 TEU
145% 31.4% 4a7%
2018 - B B |
% 6% 5%
7800007ev 1776000 TEU 2,604 000 TEU
7% 334% 520%
2019 - B .

The stronger exchange rate in 2019 supported imports,

which contributed to stable container turnover growth.
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Capacity load at Russian container
terminals

The capacity load at container terminals in
the Azov-Black Sea basin was 78% during the
first eight months of 2019. In the third quarter
of 2019, the new deepwater berth no. 38

was launched, which increased the container
terminal capacity in the Azov-Black Sea basin
(+300,000 TEU year-on-year).

The average capacity load in 2019 was 72% in the Azov-Black Sea basin,
67% in the Northwest basin and 79% in the Far East basin.

In 2019, NUTEP Container Terminal increased its annual throughput
capacity from 400,000 TEU to 700,000 TEU and delivered record
transhipment volumes. The increase in container turnover was possible
due to the unique deepwater berth, logistical optimisations, as well as
improved work with customers and customs offices.

CAPACITY LOAD, %

the high demand for the new capacity.

Average capacity
load at NUTEP in 2019

19+

The record level of container turnover in 2019 is proof of

Source: Drewry, Association of Commercial Seaports, Russian State Statistics Service, Company data

2017 2018 2019
Global average h2.8 8.1 68.8
Northwest basin
2017 426 s
2018 .
2019 67.1
Far East basin
2017 67.1
2018 76.0
2019 786
Azov-Black Sea basin
2017 76.0
2018 717
2019 716
NUTEP
2017 759
2018 832
2019 7.0
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Share of loaded containers
in Russia

Russia’s share of loaded containers has
remained at the level of 76-77% for more than
four consecutive years. Despite the ruble’s
strengthening in 2019, and the subsequent
rise in the cost of Russian exports, the Russian
currency’s depreciation in 2014, 2015 and 2018
led to the creation of a significant competitive
reserve for Russian exports. In addition, the
low level of containerisation in Russian exports
continues to play a role, as a growing number
of manufacturers are switching to container
technology in their export logistics.

SHARE OF LOADED CONTAINERS IN RUSSIA

67.4% o

2017 2018

The share of loaded containers in NUTEP’s cargo

turnover rose by 5.2 p.p. to 76% and was near the

national average for Russia.

A high share of loaded containers helps to improve
shipping efficiency: thanks to growing exports, an
increasing share of imported containers find a return
load. The consignor can save by reducing the cost of
using platforms, which can return loaded if there are
exports. Value-added per container also rises for all

parts of the logistics chain.

710.4% 6:5%

2019

75.6%

16.47%

NUTEP Russia

NUTEP Russia NUTEP

Source: Drewry, Association of Commercial Seaports, Russian State Statistics Service, Company data

NUTEP MARKET SHARE

2019 48.8%
2018 44.1%
2017 41.2%

Novorossiysk

2019 7%
2018 6.6% P
2017 6.6%

Russia

2019 48.1%
2018 43.3%
2017 40.3%

Azov-Black Sea basin

Russia
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In 2019, grain production in Russia totalled 121 million tonnes. This is 7.1%
above the previous year's level of 113 million tonnes.

GRAIN EXPORT

Grain acreage and harvested area
In 2019, grain acreage increased by a modest 0.5%

and grain yield grew by 4.7%. The harvested area
climbed by 1.7%.

GRAIN ACREAGE AND HARVESTED AREA, MLN HA

Grain acreage -

Harvested area "

462 o o, 466 mo, oo, 471 0 978%

97.3% 463 454 min ha

96.2% 66

2014 2015 2016

Source: Russian State Statistics Service, Company data

GRAIN CROP YIELD, HWT/HA

2017 2018 2019

Grain harvest in 2019

min t

292
241 I23.7 IZS-2 I I25-4 IZE"6

2014 2015 2016

Source: Russian State Statistics Service, Company data

2017 2018 2019
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Grain terminals in the Azov-Black Sea basin tranship an average of

90% of all Russian grain exports, of which about half are shipped
from five deepwater terminals.

Grain production and exports

The ruble’s depreciation in 2014 and 2018

gave Russia’s agricultural sector a powerful
impulse for development, creating a significant
competitive reserve for Russian grain on

global commodity markets. This led to record
production and export volumes in the 2016-
2017 and 2017-2018 harvest seasons and
solidified Russia’s leading position among grain
exporters.

The 2018-2019 season saw a poor harvest due
to a combination of adverse weather factors,
which happens approximately once in five
years. This drove down the surplus in the grain
balance, which was reflected in a significant
reduction in export volumes in the first half of
2019 (the second half of the grain season).

Russian grain exports in 2019

59301

The total volume of exports in 2019 dropped to
39.4 million tonnes.

2015 2016 2017 2018

104.8 120.7 1394 13.3 121.0

Russian grain
production, min t

307 339 435 548 394
1 @ H & =mm

Grain exports, min t

99% 92% 96% 86% 81%
A H = =

Share of Azov-Black Sea basin in grain exports

Source: Russian State Statistics Service, Association of Commercial Seaports, Russian Federal Customs Service
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Grain balance Grain exports via ports in the
Azov-Black Sea basin
Rising production, as well as the limitations

and inertness of domestic grain consumption, In 2019, the share of deepwater terminals in the Azov-Black Shallow terminals service small grain shipments to
created steady growth in the surplus of Russia’s Sea basin’s grain transhipment market fell by 2.2 p.p. to 44.9%. nearby foreign ports (including Turkey and Israel), as
grain balance. As a result, amid low sensitivity Specialised deepwater terminals service ships of 15,000-80,000 well as offshore transhipment of large ships. Offshore
to grain prices, producers sought to export the DWT, which helps to significantly reduce the unit cost of freight transhipment makes it possible to load large ships of
entire volume of the harvest that was not sold compared with using the vessels of 3,000-5,000 DWT that are 20,000-70,000 DWT and helps to compensate for limited
on the domestic market. serviced at shallow terminals. deepwater capacity. The annual volume of offshore

transhipment is estimated at 5-8 million tonnes.

GRAIN BALANCE, MLN T KSK MARKET SHARE GRAIN EXPORTS VIA PORTS IN THE AZOV-BLACK SEA BASIN, MLN T
i hall t
openni 72 ;v;,r ports ;;Sow ports ;e[t:gwater ports Total
A 008 N I ()45

Production 121 2 2019 101%

2018 9.3% .

et 194 15.8

Imports 0.3 . 2000 I T 374

Grain
Internal consumption 780 eXportS

Exports 393

ErT BB FE [
02 18 23 36 4] 39

Qther Tuapse Taman KSK NZT NKhNP

Source: Russian Federal Customs Service, Association of Commercial Seaports, Company data
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Record container Increased grain
transhipment volumes storage

BusIness
review

375 ‘000 TEU to ‘000 t

The Company’s continuous improvement of transport infra
and service quality ensure a stable market position and hi
profitability, creating potential for future growth

Construction of deepwater berth no. 38

DeloPorts’ own tugboat fleet provides 100
at its berths
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CONTAINER TURNOVER, '000 TEU

DelePorts

Operational review

KSK

GRAIN TRANSHIPMENT VOLUMES, MLN T

DELO SERVICE COMPANY

FUEL SALES VOLUMES, '000 T

Container turnover rose due to growth
in Russia's container market and
improved service quality at terminals,

20 | 3802

which helped to increase market share.

Grain transhipment volumes fell year-
on-year due to the poor harvest in the
2018-2019 season.

QUARTERLY CARGO TURNOVER TRENDS IN 2019,°000 T

s [ 6/ I 3575

62
333 b6
304 m

235

I 31 I

2016 2017 2018 2019 2016 2017 2018 2019 2016 2017 2018 2019
Throughput capacity Throughput capacity
700 ‘000 TEU 55 min t
+13% -25% 2%

Bunker fuel sales volumes dropped year-
on-year in line with bunker market trends
in Novorossiysk Port.

4795 | 56

N «

+22% -25% 21%
1250 126 g5 7 .
13 i 13
1
685 8 8
388
0] Q2 Q3 Q4 0] Q2 Q3 Q4 0] Q2 Q3 Q4

85

Business review Operational review

DELOPORTS' CARGO TURNOVER BREAKDOWN, '000 T
2018

Grain 4,/95
Containers 1855
Ro-Ro and other cargo 4

N
EXPORTS

b,054
Containers 194/

Ro-Ro and other cargo 88

N
IMPORTS

2035
Total | 8,689

Overall terminal cargo
turnover in 2019

8 Smlnt
\J -4.9%

year-on-year

2019

Grain 3,576
Containers 2,135
Ro-Ro and other cargo 3

A\
EXPORTS

o,/14

Containers 2,506

Ro-Ro and other. ca!o Ty

A\
IMPORTS

2547
Total | 8,261
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CONTAINER SEGMENT

MAIN ACHIEVEMENTS IN 2019

The opening and commissioning of deepwater
container berth no. 38 has increased the throughput
capacity of NUTEP Container Terminal from
400,000 TEU to 700,000 TEU.

The terminal’s synchronous storage capacity for
containers has grown by 22%.

The quantity of transhipment equipment has increased
and a planned fleet upgrade has seen the delivery of
three ship-to-shore (STS) cranes, four rubber tyred
gantry (RTG) cranes and two reach stackers, while
contracts have been signed for the delivery of 20 intra-
terminal tractor trucks with trolleys for transporting
containers, of which eight have already been delivered
to the terminal.

NUTEP CONTAINER TERMINAL

‘In 2019, we completed the construction

of the new deepwater berth on schedule.
The increase in NUTEP Container Terminal's
capacity, the ability to simultaneously
process ships at several berths, and the

use of new equipment have created
opportunities to further grow terminal

cargo turnover and expand the services that
we offer to our customers.”

Yury Matvienko

Chief Executive Officer, NUTEP Container Termi

The commissioning in December 2019 of ferry berth no. 39a
following major repairs has made it possible to resume the
reception and processing of Ro-Ro ships arriving from Turkey
with fruits and vegetables, as well as to meet market and import/
export needs for transhipment of ferry cargo.

CONTAINER TURNOVER, ‘000 TEU

375
304 335

2017

2018 2019

35 Business review

In 2019, NUTEP Container Terminal's cargo
turnover totalled 4,678,884 tonnes, up 20.2%
year-on-year.

Container turnover reached a new record for

compared with 332,754 TEU in 2018, after the
new deepwater berth no. 38 began operations.
The transhipment of loaded containers also
rose (+21%), while the transhipment of empty
containers fell by 7% year-on-year.

A new monthly transhipment record was
achieved in December 2019 of 45,146 TEU.

NUTEP'S KEY CUSTOMERS

44,
MAERSK

The commissioning of service centre software
to exchange data with the customs authority
has made it possible to automatically deliver
imported goods without the presence of a
customer representative or declarant, which
had greatly simplified the export process and
reduced the time for customs procedures.

The automation of electronic applications
for the entry of export cargo in containers
according to fleet arrival order has increased
customer satisfaction.

Operational review

the terminal of 375,196 TEU (+12.75%) in 2019,

48,

NUTEP's share in the
Azov-Black Sea basin

+13-,

container turnover growth in 2019

700'000 TEU

NUTEP's new throughput capacity

13% 8% 1% 1% 5% % %
€0SCO ADMIRAL ~ HAPAGLLOYD ARKAS ~ CMACGM  MSC Other

PLANS FOR 2020

Load the new container transhipment and storage capacity by
increasing transhipment volumes from existing customers and
attracting new shipping lines.

Continue to implement the investment project to expand the storage
area at NUTEP Container Terminal.

Purchase new equipment.

Satisfy customer needs for quality and timely cargo transhipment
services. Increase the terminal’s capacity load through the
acceleration of intra-terminal container processing at all stages, the
extensive growth of container transhipment and storage capacity,
and the creation of conditions to reduce the average container
storage time at the terminal.
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Construction of deepwater

berth no. 38

Project implementation

timeline

2010-201

Total investments

66 RUB bin

New equipment fleet

In April 2019, as part of the project to construct a new
berth at NUTEP Container Terminal, new equipment
from ZPMC was delivered for the reception, loading and
unloading of Post-Panamax class ships.

= 3 STS berth container cranes

= 4 RTG container cranes for lifting and moving
containers

= 2 reach stackers with 45 tonne load capacity

Maximum ocean.clas

vessel :

10'000 TEU

Container storage
capacity

5,080

Depth of berth

n

Area of berth

b

Processing the first ship at NUTEP Container
Terminal’s new berth

In the third quarter of 2019, the mooring of the first
8,000 TEU Post-Panamax class ship marked the
successful start of operations at the new deepwater
berth no. 38.

Official opening of berth no. 38

On 30 August 2019, NUTEP Container Terminal opened
the unique deepwater berth no. 38, which is unrivalled
on the Black Sea coast. Construction of the berth was
completed in July 2019.

5y

Bus Construction of deepwater berth no. 38

Throughput capacity of NUTEP Container
Terminal after project completion

700'000 TEU

Roman Antipov
Chief Technology Officer, DeloPorts

The deepwater berth no. 38 construction project was a
strategic goal that DeloPorts successfully implemented in 2019.
Commissioning this unique shore facility makes it possible for
NUTEP Container Terminal to receive oceangoing vessels and
effectively changes the existing economics of cargo delivery

in the region by reducing costs through the elimination of
additional intermediate transhipment of containers to smaller
vessels in foreign ports.

Since 2015, we have worked intensively to design, construct,
manage and implement this massive project. By early 2019,
all 1,200 piles had been driven and 38,000 square metres of
concrete had been poured at the newly created berth.

We estimate the total cost of construction at RUB6.6 billion.
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GRAIN SEGMENT
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During the 2019 calendar year, KSK Grain Terminal's
share of grain exports in Novorossiysk Port grew by
2.2 p.p. t0 22.9%. KSK Grain Terminal’s share of grain
transhipment among terminals in the Azov-Black Sea

KSK GRAIN TERMINAL

‘As part of the KSK Grain Terminal
reconstruction project, we have begun

to build a new grain berth capable of
receiving ships of up to 100,000 DWT. We
have continued working to improve service
quality and rapidly process grain exports.
QOur highly efficient operating processes
make it possible for KSK Grain Terminal to
achieve sustainably high results amid a
market decline."

Alexander Trukhanovich
Chief Executive Officer, KSK Grain Terminal

MAIN ACHIEVEMENTS IN 2019

In 2019, onshore work for the terminal reconstruction
project was completed

Daily cargo handling volumes have increased due to intensive
work to receive grain from auto and rail points using new
equipment:

Construction and commissioning of technological buildings
and structures has been completed: grain silos with
capacity of 96,000 tonnes and 6,600 tonnes; as well as
elevator towers, an overpass, truck scales and auxiliary
facilities.

+200 vehicles / +5,000 tonnes a day from auto transport;

+50 railcars / +3,500 tonnes a day from rail transport.

basin increased by 1.1 p.p. to 11.7%.

market trends.

and Steppe Agroholding.

KSK GRAIN TERMINAL CARGO TURNOVER, MLN T

In 2019, KSK Grain Terminal's cargo turnover totalled
3.6 million tonnes, down 25.42% year-on-year from
4.8 million tonnes in 2018, amid an overall decrease
in harvest volumes, in line with external and domestic

1.7,

KSK Grain Terminal's share
in the Azov-Black Sea basin

A total of 64% cargo turnover at KSK Grain Terminal in
2019 came from the Company’s main customers, Cargill

ls.s I4.2

48 2.

3 6 throughput capacity

2016 2017

Work has begun to build and reconstruct
shore facilities as part of the berth no. 40a
construction project.

The new local wastewater treatment system
has been commissioned.

Human capital management projects have
been implemented.

2018 2019

PLANS FOR 2020

Increase transhipment volumes and load current capacity.
Build shore facilities and a coastal conveyor gallery, perform
dredging work for the new berth no. 40a as part of the terminal
expansion investment project.

Implement a project to manage equipment repairs and maintenance.

Purchase new equipment to improve service quality (express grain
analysers, bunker scales, automatic samplers and in-line samplers).

Implement new human capital management projects.
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SERVICE SEGMENT

DELO SERVICE COMPANY

“The commissioning of additional tugboats
allows us to maintain our positions on the
bunkering services market by providing
100% of mooring operations and creating
opportunities to improve the efficiency of
processes at DeloPorts' terminals.”

Oleg Nechaev
Chief Executive Officer, Delo Service Co

FUEL SALES VOLUMES, '000 T

r
Liy
- 31 -22%

2016 2017 2018 2019

The year-on-year reduction in fuel sales volumes in 2019 was caused by a decrease in
grain exports at Novorossiysk Port and a switch by shipowners to supplying vessels with
low-sulphur fuel oil in accordance with international standards beginning in the fourth
quarter of 2019.

Iy Business review Operational review

AGENT'S SERVICES
NUMBER OF SHIPS PROCESSED AT DELOPORTS' BERTHS

- 101 total 103 total
- 1B (232 P m
T wiee W

2019

In addition to the ships that moored at DeloPorts’ terminals, Delo Service
Company also provided agent’s services for 11 vessels.

The 43% year-on-year reduction in agent's services volumes in 2019 is related

to the decrease in grain exports and temporary shutdown of berth no. 39a for
repairs.

NUMBER OF MOORING OPERATIONS AT DELOPORTS' BERTHS

- total - total
6ok 7]

1008 -
- -

In 2019, the number of mooring operations rose by 5% year-on-year and
the volume of ships served on the Company’s berths climbed by 17.7%
year-on-year due to the commissioning of deepwater berth no. 38 at
NUTEP Container Terminal.

MAIN ACHIEVEMENTS IN 2019 PLANS FOR 2020

Provide 100% of tugboat operations for all vessels at
Commissioning two additional tugboats (Delovoy-4 DeloPorts’ berths using own assets.
and Delovoy-5) has made it possible to fully meet the
needs of DeloPorts’ terminals for mooring operations. Reduce mooring and unmooring time for vessels at NUTEP

Container Terminal and KSK Grain Terminal.

Maintain positions in agent’s services for vessels at
DeloPorts’ berths.

Using the opportunity to simultaneously work at two
terminals and provide tugboat services to several
vessels at once has reduced vessel downtime at
berths and while waiting offshore for tugboats. Maintain the Company'’s presence in the bunkering market

at Novorossiysk Port.

Perform contract supervision for the construction stages of
the Delovoy-6 tugboat.

The average vessel processing time at DeloPorts’
berths has been reduced by two hours.
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ADJUSTED NET PROFIT', RUB MLN OPERATING CASH FLOW, RUB MLN

6170 6,549

4201
-1969 -946

-31.9% -14.5%

Financial review

5,603

“The growth in container transhipment while 2018 2019 2018 2019
the grain market was shrinking confirmed

.. , . " ' Adjusted for exchange differences arising from the revaluation of foreign currency items and income
the stability of the Group's business model. from changes in financial assets

NET DEBT, RUB MLN NET DEBT/EBITDA, X
2,793 1.1x
Elena Surkova 14.4%
Deputy CEO, Economics and Finance 2 ZX

DeloPorts

19,333 22126

2018 2019 2018 2019

3.5

The year 2020 has proven the stability of the Group’s CONSOLIDATED REVENUES, RUB MLN In line with the reduction in revenues, EBITDA
business model. In 2019, DeloPorts’ consolidated dropped by 23.1% to RUB6,755 million and
revenues decreased by 17.5% year-on-year to RUB9,835 ’I’I 9’]9 the EBITDA margin was 68.7%. Operating
million. However, a segment analysis has shown an cash flow totalled RUB5,603 million, down
impressive result at NUTEP Container Terminal following 9,835 14.5% year-on-year. Net debt/EBITDA was e ‘ v«“"‘”“ ‘”“t~“ o ' «3 ‘,‘
the commissioning of the first deepwater berth in the 3.3x as a result of lower EBIDTA and the z =
Azov-Black Sea basin, which led to transhipment growth planned increase in debt due to the ongoing
at the terminal significantly outpacing the market. NUTEP —2,084 investment programme at the Group'’s assets.
Container Terminal's revenues climbed by 21.4%, softening
the impact for the Group of the drop in revenues at KSK —175%
Grain Terminal. The reduction in revenues at KSK Grain
Terminal came amid a change in the market structure for
) . ! ) 2018 2019
transhipment of grain exports in Russia.
REVENUES, RUB MLN
NUTEP KSK Delo SC TOTAL
CONSOLIDATED EBITDA, RUB MLN EBITDA MARGIN, % 41045 61017 1,857 TI 919
208 I B - .
878 73.1%
/0 0
’ 68.7%
6,/55 867 2,654 297 2,084
-2,026 -5.0% 214% -441% -16.0% -17.5%
-23.1%
2019 S - I 9,830

2018 2019 208 2019 4917 5,563 1560
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In 2019, NUTEP Container Terminal's growth outpaced the
container transhipment market and established a new record
annual volume of 375,000 TEU, which is 12.8% higher than the
cargo turnover in 2018, after the commissioning of deepwater
berth no. 38. This volume of annual container transhipment

is a record among the container terminals in the city of
Novorossiysk.

Using NUTEP Container Terminal’s three berths to
simultaneously process container vessels provides more
flexibility in fleet handling and makes it possible for container
lines to open new (including seasonal) services at the
terminal, as well as to minimise the amount of time that
arriving vessels have to wait for mooring.

In ruble terms, NUTEP Container Terminal's revenues rose in
2019 due to both cargo turnover growth and the exchange
rate appreciation of the US dollar, the currency in which

the terminal’s tariffs are set. In addition, NUTEP Container
Terminal's revenues were also impacted by containerised
export growth, which increased the transhipment profitability
from USS191/TEU to USS$200/TEU (the share of loaded
export containers in total cargo turnover climbed from 26.8%
in 2018 t0 33.3% in 2019).

EBITDA, RUB MLN

NUTEP KSK Delo SC

2990 5392
8 T B

804 -2,909 -201
26.9% 46.5% 34.8%

2019 [N
5,794 2,883 376

EBITDA MARGIN, %

o I 13.7%

50 p.p.
09 I 68/

Operating costs (cost of goods sold, commercial and
administrative costs) remained flat year-on-year in 2019
at RUBS3,714 million (2018: RUB3,740 million). Competing
factors that affected costs included lower bunker fuel
purchases and greater amortisation charges due to the
commissioning of NUTEP Container Terminal's berth

no. 38. As a percentage, EBITDA fell more than the

In 2019, KSK Grain Terminal's transhipment volumes
decreased by 25.4% to 3.6 million tonnes. The primary causes
for the reduction in transhipment include:

1) the smaller market size in the 2018-2019 grain season due
to the 15% year-on-year drop in the harvest;

2) the intensive exports in the first half of the season (second
half of the 2018 calendar year);

3) the lower transhipment volumes in the second half of 2019
due to the formation of high grain prices on the domestic
market combined with low export prices, which led to a lack of
positive economics for exporters. Overall, KSK Grain Terminal
reported revenues of RUB3,363 million in 2019.

In 2019, Delo Service Company’s revenues dropped by 16.0%
to RUBT1,560 million due to the reduction in the bunkering
market after shipowners switched to supplying vessels with
low-sulphur fuel oil in October 2019. In addition, the lower
bunkering and agent’s services volumes were caused by a
reduction in grain exports in Novorossiysk Port, which in turn
drove down the number of vessel calls.

Intra-group adjustments TOTAL
577 and holding companies
- 78 . 8,/8]

120 -2,026
67.6% -23.1%

-293 e~ 6,755

percentage decrease in consolidated revenues due to a
31.9% year-on-year drop in the profitability of the bunkering
business.

Operating cash flow fell from RUB6,549 million in 2018 to
RUBS5,603 million in 2019.

45
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OPERATING CASH FLOW, RUB MLN

4453 43S
I 3341

6540
I4,976 I |5'603

2014 2015 2016

CAPEX fell by 9.3% from RUB4,562 million in 2018 to
RUB4,139 million in 2019 due to the completion of
construction of berth no. 38 at NUTEP Container Terminal. In
2019, work also continued to expand KSK Grain Terminal, new
equipment was purchased for NUTEP Container Terminal and
an advanced payment was made for the construction of Delo
Service Company’s sixth tugboat, which will service KSK Grain
Terminal's future deepwater berth.

NET DEBT AND NET DEBT/EBITDA TRENDS

2017 2018 2019

Net debt on foreign loans and bonds increased by 14.4%
to RUB22,126 million due to borrowing for the sizeable
investment programme. Net debt/EBITDA was 3.3x.

2.2X 3.3%
22126
i 19,333 '
1.0x 0.8x 1.0x
— o
e w4659 m43p7 MO8l
205 2016 2017 2018 2019
LOAN REPAYMENT SCHEDULE, RUB MLN
12535 1563.0 1825
2020 R ]
12535 5021 2087
2021 |l N
12535 705 2136 3500
2022 B e I
435 535 1825 KsK !
2023 1 A NUTEP

In 2019, DeloPorts’ credit ratings from Fitch Ratings and
Standard & Poor’s remained at the previous levels of ‘BB-’
and B+, respectively. However, Fitch Ratings changed its
outlook to ‘negative’ due to Delo Group’s acquisition of
50% plus two shares of TransContainer, which entailed the
issuance of a guarantee on the part of DeloPorts to parent
entity Delo Management Company.

In February 2020, the Expert RA (RAEX) agency confirmed its
rating for DeloPorts at the previous level of 'TuA', the outlook
'stable’.

In May 2020, Standard & Poor’s confirmed its rating for
DeloPorts at ‘B+', the outlook ‘stable’.
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Social Over the course of many years, DeloParts has remained HEALTH AND SAFETY
re Sp on Si blllty commﬂted to the prmc_nples o_f social responsibility and DeloPorts’ health and safety initiatives are aimed at
environmental protection, which helps to ensure our long-term protecting the lives and health of employees, as well
i as improving workplace labour conditions, equipment
sustainable development. rprovh con
1 i tecti tit ilities.
safety and fire protection at its facilities ° RUB mln

In 2019, three employees received workplace injuries.

= Compliance with environmental standards, taking into account all of the ways that spending on health and safety

. . . During the reporting period, the Company reviewed initiati i
production processes impact the environment and the Company's employees its standard operating procedures and systems for Initiatives in 2019
. . . . . supervising the work of port equipment. Its enterprises
== (reation of JObS and ensuring safe Worklng conditions have conducted a special assessment of jobs based

on working conditions, including identifying harmful

- Support for local charitable and social initiatives and dangerous factors in the production process and
evaluating the level of their impact on the body. 07
ENVIRONMENTAL PROTECTION I employees

received health and safety

DeloPorts operates in full compliance with In 2019, the Company continued to implement initiatives aimed at

environmental protection laws and regulations. ensuring the environmental safety of production processes: training in 2019
The Company’s main environmental

policy principles include ensuring that the = new local wastewater treatment facilities were commissioned

environment is safe for the lives and health of

people, as well as that all employees follow = Wwastewater is regularly monitored

environmental rules and regulations.
= floating debris was cleaned from the Black Sea waterways
All aspects of the negative environmental

impact of operations are regularly monitored. = production waste is classified in accordance with applicable law and
When developing project documentation, the is transferred for recycling and disposal to licenced organisations
environmental risk and the environmental

impact of technological processes are = the atmospheric emissions of industrial pollutants are monitored
assessed.

= the Company’s personnel responsible for environmental protection
and safe waste management receive professional training

KSK Grain Terminal has placed into service a system In the field of fire safety, representatives of the Company
that monitors temperatures in grain silos to prevent participated in regional exercises; and at KSK Grain
self-combustion; and a new aspiration system has Terminal, the automatic fire safety system was upgraded to
been installed at the railcar reception point to meet alert people of fires with signal duplication in the event of
environmental standards, significantly reducing smoke and fire.

dust levels in the workplaces of dock engineers and
yardmasters.
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PERSONNEL

As at 31 December 2019, DeloPorts’ overall
headcount was up 12% year-on-year at 1,156
people.

The gender breakdown of employees was 73%
men and 27% women.

PERSONNEL STRUCTURE BY SEGMENT, NUMBER OF EMPLOYEES

NUTEP

634
I

Men

842
I

DELOPORTS' HEADCOUNT, NUMBER OF EMPLOYEES

1156
1,035
- 1,000
2017 2018 2019
KSK Delo SC DeloPorts
345 135 v
E S e
Women
314
B |

Under 35 years From 35 to 55 years Qver 55 years
310 683 163
[ I |
Senior Functional
managers unit managers

Specialists Workers

16

96 390

649

A4

TOTAL 1156

In 2019, DeloPorts’ companies continued to work to form, develop and retain a professional team that is

motivated to effectively solve problems.
The main personnel principles are as follows:

= ensure that the quality and quantity of personnel
conform to the holding's current and future needs

= ensure that each employee’s labour potential
conforms to the requirements of their position and
the workplace

= ensure the placement of personnel and their
integration in accordance with the organisational
structure and capabilities of their labour potential

= ensure that wages correspond to the volume and
complexity of the work performed

= consider the complex working conditions and their impact
on personnel

= ensure the continuity and manageability of the personnel
development process

49
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During the hiring process, each candidate is checked for
compliance with predetermined requirements outlined
in the organisational and administrative documents for
every position or workplace.

Since 2019, employee surveys have been conducted to
study organisational conditions, satisfaction with work
and professional development, in addition to surveys of
middle and senior managers as part of the succession
planning process.

Employees receive voluntary medical insurance and
those staff who work in positions with heightened risk
receive additional insurance.

The companies in the holding continue to work with the following
educational institutions to provide the opportunity for students to
complete professional internships:

= Ushakov State Maritime University

= Belgorod State Technological University

= Novorossiysk College of Construction and Economics

= Novorossiysk College of Radioelectronic Instrumentation

CHARITY

DeloPorts’ social investments are aimed at providing
regular charitable assistance to children’s and medical
institutions and in support of sports, education and
culture in the region where it operates.

When determining which charitable activities to finance,
the holding’s companies focus on projects that have
maximum social efficiency and directly affect the quality
of life of Krasnodar region’s population.

DeloPorts” management takes decisions to provide
targeted assistance based on the procedures approved
by the Board of Directors.

In 2019, the following types of charitable support were provided:

= providing material assistance to programmes for children
with disabilities

= equipping healthcare facilities

= providing targeted assistance for the medical treatment of
employees and their families

= supporting initiatives to preserve spiritual heritage
= helping veterans

= supporting sporting events and helping children to
participate in competitions
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Corporate
governance

Corporate governance
principles

Ensuring informational and financial
transparency at the Company by promptly
providing stakeholders accurate, complete
information in an accessible format

Compliance with ethical
business practices

DeloPorts strives to maintain high
standards of corporate governance
by introducing best practices to
improve its investment appeal and
management transparency.

G

The Board of Directors provides
strategic guidance and maintains
effective control of DeloPorts’
management
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Management structure
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Management structure

In its work, DeloPorts’ Board of Directors follows The composition of the Board of Directors has a balance of
Russian law, DeloPorts’ Charter, DeloPorts’ Policy on qualifications, experience, knowledge and business acumen.
the Board of Directors, general shareholder meeting Board members have excellent business reputations, as well
resolutions, internal documents approved by the general  as knowledge, skills and experience in the field of economics
shareholder meeting regarding the Board of Directors’ and business management, and they share and support the
activities, as well as the Corporate Governance Code. Company'’s internal strategic goals. Most of DeloPorts’ board
members have many years of experience serving on the

Company's Board of Directors.

GENERAL SHAREHOLDER MEETING

The highest management body through which shareholders
exercise their right to participate in management.

& i Wkiga W mm
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CHIEF EXECUTIVE OFFICER

The chief executive officer manages the Company’s
current operations and implements the strategy

BOARD OF DIRECTORS

The key strategic link in the Company’s management that
controls the activities of the chief executive officer and

PLANS FOR 2020

Main responsibilities of the Board of Directors:

To improve corporate governance and create the

determining a development strategy aimed at

determined by DeloPorts’ Board of Directors and

mplements other key functions. = most favourable possible conditions for members
increasing DeloPorts’ capitalisation and investment shareholders. of the mana emgnt bodies 1o exercise their rights

People elected to the Board of Directors have impeccable appeal DeloPorts Igns to introduce an electronic vot?n '
business and personal reputations, and possess the requisite : P : : ) . 9

: ) . . - service. Such a service will make it possible for the
knowledge, skills and experience to take the necessary decisions == determining asset management principles overning bodies to conduct meetinas and review
for the Board of Directors to effectively perform the functions Sneetin 2 enda materials electronicgall Using &
within its competence. = providing an effective system of control over the 9ag y 9

In 2019, DeloPorts’ Board of Directors comprised five members.
Board members are elected by the general shareholder meeting
for a term of one year and can be re-elected an unlimited number
of times. Board meetings are conducted in accordance with

the working plan of the Board of Directors, as well as whenever
needed, but no less than once a quarter.

results of the Company’s financial and operational
activities

digital platform.
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DELOPORTS' BOARD OF DIRECTORS

as of 31 December 2019

Education

Mr Shishkarev is a graduate of the Military Red

Sergey Shishkarev

Chairman of the Board of Directors

Experience

Since July 2014, Mr Shishkarev has been President of Delo Group,
which he established in 1993 and headed until 1999.

From March 2015 until 2018, he has been a member of the
Government Commission on Arctic Development and has headed
the Government Commission’s business council.

In April 2015, he was elected to the post of President of the Handball
Federation of Russia.

In 2017-2018, he was an independent director on the Board of
Directors of GLONASS.

Banner Institute of the Ministry of Defence and the
Russian Academy of Public Administration under In May 2018, he joined the Board of Directors of Global Ports

the President of the Russian Federation.

following a meeting of the Company’s shareholders.

Igor Yakovenko

Member of the Board of Directors

Experience

Mr Yakovenko has been with Delo Group since 2005, rising through
the ranks from lead specialist to CEO of Novorosnefteservis and
Novorossiysk Petrotranshipment Complex, which were part of
Delo Group's oil products segment until 2013. From 2013 to 2015,
he headed the terminal network of Gazpromneft Marine Bunker in
Novorossiysk.

From June 2019 to February 2020, he also headed Delo
Management Company.

Education Prior to that, from 2002 to 2005, Mr Yakovenko held various
Mr Yakovenko is a graduate of the Federal Security positions at Lukoil Chernomorye, where he oversaw corporate
Service's Golitsyn Border Institute and the Finance development.

Academy under the Government of the Russian

Federation.
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Sergey Berezkin

Member of the Board of Directors

Experience

Mr Berezkin joined Delo Group in August 2002. He has worked his way up from
economist to financial director of the Group.

Since July 2018, he has also served as president of Ruskon Group.

Education

Mr Berezkin holds an MBA in European management from Kuban State Technological University and an executive MBA from
the Academy of National Economy under the Government of the Russian Federation in Moscow.

Arkady Ellaryan

Member of the Board of Directors

Experience

Mr Ellaryan has worked at Delo Group since 1994.

Since 2017, he has held the post of adviser to the president of Delo Management
Company.

Education

Mr Ellaryan is a graduate of Moscow State University.

Elena Surkova
Member of the Board of Directors

Experience

Ms Surkova joined Delo Group in 2013 as head of the Corporate Reporting
Department, where she was responsible for the consolidation and preparation
of financial and management reporting for the Group's companies, as well as
financial analysis and interaction with auditors.

Since 2015, she has been Deputy CEO for Economics and Finance at DeloPorts,
overseeing the Company’s interaction with the financial services of subsidiaries
and certain services of the Group’s parent company.

Education

In November 2019, Ms Surkova was appointed as Financial Director of Delo

Ms Surkova is a graduate of Russian
Management Company.

State University of Trade and
Economics. Previously, she was an auditor at PricewaterhouseCoopers, where she was
responsible for inspecting large industrial enterprises.

Ms Surkova is an honorary member of ACCA.
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Investor
relations

INFORMATION DISCLOSURE

To maintain the Company’s investment appeal, DeloPorts interacts
with representatives of the financial and investment community
based on the principles of timeliness, reliability, completeness and
accessibility of the information being posted.

DeloPorts bases its information disclosure practices on Federal
Law No. 14-FZ dated 08.02.1998 “On Limited Liability Companies”,

Federal Law No. 39-FZ dated 22.04.1996 “On the Securities Market”,

“Regulations on Information Disclosure by Securities Issuers”
(approved by the Bank of Russia on 30.12.2014 No. 454-P) and
other regulatory and legal acts.

Mandatory information disclosure takes place
simultaneously on two websites:

on the Company’s corporate website:
http://www.deloports.ru/pages/investors/information/,

where information and documents can be found, grouped

as follows: “Issuance Documents”, “Internal Documents”,
"Announcements of Significant Facts”, “Quarterly Reports of
Issuers”, as well as other information that may influence the price
of DeloPorts’ securities;

on the website:

http://www.e-disclosure.ru/portal/company. aspx?id=35 359.
Information disclosure on the abovementioned websites is made in
full compliance with Russian law.

DeloPorts’ annual report is published electronically on the
Company's website and can be provided in hard copy on request.

BONDS

DeloPorts’ ruble bonds have traded on the Moscow Exchange since
November 2015 and its dollar-denominated bonds have traded
since April 2018.

In May and November 2019, the call options were executed on the
bonds under series 01. The buyback price was at par value. In total,
1,985 bonds were bought back, while another 1,265 bonds remain
in circulation with a coupon of 0.01% that are planned to be fully
bought back in 2020.

57

Investor relations

Corporate governance

Registration number
4-01-36485-R
Number of bonds issued.
5,000,000

Coupon, %

0.01

Registration number
4B02-01-36485-R-001P
Number of bonds issued
3,500,000

Coupon, %

94

Registration number

Number of bonds in circulation

1,265

Number of bonds in circulation
3,500,000

Par value

RUB1,000

Maturity

2022

Number of bonds in circulation

4B02-02-36485-R-001P 140,000

Number of bonds issued Par value

140,000 USS1,000

Coupon, % Maturity

6.75 2025

CREDIT RATINGS

Fitch Standard &Poor's  Expert RA
20.03.2020 20.05.2020 20.02.2020
BB- B+ ruA

outlook outlook outlook
negative stable stable

In 2019, DeloPorts’ credit ratings from Fitch Ratings and Standard &
Poor’'s remained unchanged at ‘BB-" and ‘B+', respectively. However,

Fitch Ratings changed its outlook to ‘negative’ due to the purchase

by the parent entity Delo Management Company of a 50% stake in
TransContainer and the subsequent issue by DeloPorts of a guarantee for
part of the transaction’s financing.

In February 2020, the Expert RA (RAEX) agency confirmed its rating for
DeloPorts at the previous level of TuA’, the outlook ‘stable’.

In May 2020, Standard & Poor’s confirmed its rating for DeloPorts at ‘B+,
the outlook ‘stable’.


http://www.deloports.ru/pages/investors/information/
http://www.e-disclosure.ru/portal/company.aspx?id=35359.
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Independent Auditor’s Report

To the Shareholders and Board of Directors of Limited liability company DeloPorts:

Our opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
consolidated financial position of Limited liability company DeloPorts (the “Company”) and its
subsidiaries (together — the “Group”) as at 31 December 2019, and its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with International
Financial Reporting Standards (IFRS).

What we have audited

The Group’s consolidated financial statements comprise:

e the consolidated statement of financial position as at 31 December 2019;

e the consolidated statement of comprehensive income for the year then ended;
o the consolidated statement of changes in equity for the year then ended;

o the consolidated statement of cash flows for the year then ended; and

e the notes to the consolidated financial statements, which include significant accounting policies
and other explanatory information.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s responsibilities for the
audit of the consolidated financial statements section of our report.

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

Independence

We are independent of the Group in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (IESBA Code) and the ethical requirements
of the Auditor’s Professional Ethics Code and Auditor’s Independence Rules that are relevant to our
audit of the consolidated financial statements in the Russian Federation. We have fulfilled our other
ethical responsibilities in accordance with these requirements and the IESBA Code.

AO PricewaterhouseCoopers Audit
White Square Office Center 10 Butyrsky Val Moscow, Russian Federation, 125047
T: +7 (495) 967 6000, F:+7 (495) 967 6001, www.pwc.ru

Our audit approach

Overview
Materiality
o Overall Group materiality: Russian Roubles (“RUB”) 316 million, which
Materiality represents 5% of profit before tax.
Group audit scope
ng%?,fg e We conducted a full-scope audit of the financial information of the

Group’s subsidiaries: OO0 NUTEP, AO KSK and OOO SC DELO,
included in the consolidated financial statements.

e Our audit also contained audit procedures on individual significant
items of the financial information of OOO DeloPorts, DCP
HOLDINGS LIMITED (Cyprus), ATOKOSA LIMITED (Cyprus),
OOO TransTerminal-Holding.

Key audit
matters

e Our audit scope addressed 100% of the Group’s revenues and
100% of the Group’s profit before tax.

Key audit matter

e Compliance with certain covenants of the credit agreements and
the prospectuses for the bond issues that could affect
classification of the Group's debt.

As part of designing our audit, we determined materiality and assessed the risks of material
misstatement in the consolidated financial statements. In particular, we considered where
management made subjective judgements; for example, in respect of significant accounting estimates
that involved making assumptions and considering future events that are inherently uncertain. As in all
of our audits, we also addressed the risk of management override of internal controls, including among
other matters consideration of whether there was evidence of bias that represented a risk of material
misstatement due to fraud.

Materiality

The scope of our audit was influenced by our application of materiality. An audit is designed to obtain
reasonable assurance whether the consolidated financial statements are free from material
misstatement. Misstatements may arise due to fraud or error. They are considered material if
individually or in aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of the consolidated financial statements.

Based on our professional judgement, we determined certain quantitative thresholds for materiality,
including the overall Group materiality for the consolidated financial statements as a whole as set out
in the table below. These, together with qualitative considerations, helped us to determine the scope
of our audit and the nature, timing and extent of our audit procedures and to evaluate the effect of
misstatements, if any, both individually and in aggregate on the consolidated financial statements as a
whole.

Overall Group materiality RUB 316 million

How we determined it 5% of profit before tax
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Rationale for the materiality We chose profit before tax as the materiality benchmark

benchmark applied

because, in our view, it is the benchmark against which the
performance of the Group is most commonly measured by users

of the consolidated financial statements. We set 5% threshold,
which is consistent with quantitative materiality thresholds used
for profit-oriented companies in this sector.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in

our audit of the consolidated financial statements of the current period. These matters were addressed

in the context of our audit of the consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters.

Key audit matter

Compliance with certain covenants of the
credit agreements and the prospectuses for
the bond issues that could affect classification
of the Group's debt

Borrowings funds are disclosed in Note 14 to
the consolidated financial statements.
Compliance with certain covenants of the
credit agreements and the prospectuses for
the bond issues, the breach of which may
result in the requirement of early repayment of
borrowings, is disclosed in Note 25 to the
consolidated financial statements.

The consolidated statement of financial
position as at the reporting date includes
borrowings in the amount of RUB 23,223
million, including long-term borrowings of RUB
19,816 million and short-term borrowings of
RUB 3,407 million.

These figures include loans due to banks of
RUB 10,764 million and bonds of RUB 12,459
million.

Under the terms and conditions of the credit
agreements and the prospectuses for the bond
issues, the Group should comply with certain
financial and non-financial covenants, the
breach of which may result in the requirement
of early repayment of borrowings.

The Group's management reviewed
compliance with these covenants during the
reporting period and as at the reporting date
and concluded that no breach of covenants
occurred.

We included this issue in the key audit matters,

as the amount of borrowings is material and
because the possibility of early settlement of

How our audit addressed the key audit matter

We reviewed the credit agreements and the
prospectuses for the bond issues in terms of
certain covenants included therein, the breach of
which may result in the requirement of early
repayment of the borrowings.

We reviewed compliance with the certain financial
covenants by recalculating and comparing the
values to thresholds set by the credit agreements
and the prospectuses.

We reviewed compliance with the certain non-
financial covenants by inspection of documents
confirming the compliance with these conditions
(for example, timely submission of documents to
the bank though reconciliation of the dates
stamped in Group outgoing mail with dates
established by the credit agreements) and
confirming the presence / absence of business
operation items.

We reviewed the disclosure of compliance with
certain covenants included in the credit
agreements and the prospectuses for the bond
issues in Note 25 to the consolidated financial
statements for sufficiency and appropriateness.
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liabilities may result in a significant cash
outflow and, as a result, in liquidity issues.

How we tailored our Group audit scope

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an
opinion on the consolidated financial statements as a whole, taking into account the structure of the
Group, the accounting processes and controls and the industry in which the Group operates.

We conducted a full-scope audit of the financial information of the following Group companies, which
we identified as material components:

e OOO NUTEP;

e AO KSK;

¢ 0OOO SC DELO.

All the work in respect of material components was performed by us as the Group’s auditor.

For OOO DeloPorts, DCP HOLDINGS LIMITED (Cyprus), ATOKOSA LIMITED (Cyprus),
OO0 TransTerminal-Holding, we performed audit procedures on individual significant items of the
financial information of these companies.

The audit team visited the facilities of OOO NUTEP, AO KSK and OOO SC DELO located in
Novorossiysk, Krasnodar Region.

Other information

Management is responsible for the other information. The other information comprises information
contained in the Annual Report for 2019 and the Issuer’s Report for the 1 quarter of 2020, other than
the consolidated financial statements and our auditor’s report thereon. The Annual Report for 2019
and the Issuer’s Report for the 1 quarter of 2020 are expected to be made available to us after the
date of the auditor's report.

Our opinion on the consolidated financial statements does not cover the other information and we do
not and will not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information identified above and, in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our knowledge obtained in the audit, or
otherwise appears to be materially misstated.

When we read the Annual Report for 2019 and the Issuer’s Report for the 1 quarter of 2020 if we
conclude that there is a material misstatement therein, we are required to communicate the matter to
those charged with governance.

Responsibilities of management and those charged with governance for the
consolidated financial statements

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

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

Auditor’s responsibilities for the audit of the consolidated financial statements

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

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

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

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

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

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

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

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the Group audit.
We remain solely responsible for our audit opinion.

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

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

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the consolidated financial statements of the current
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Consolidated Statement

of Financial Position

In thousand RR Note 31 December 2019 31 December 2018
ASSETS

Non current assets

Property, plant and equipment 7 15435613 11913 453
Mooring rights and other intangible assets 9 - 3503714
Right of use assets 9 4698 059 -

Goodwill 8 190 066 190 066
Investment in associate 10 - 6377

Long term loans issued 6 9087 894 10 205 581
Deferred income tax assets 24 22050 176 306
Prepayments for non current assets 7 251277 901 513
Other non current assets 19 582 21599
Total non current assets 29 704 541 26 918 609
Current assets

Inventories 11 201 405 146 527
Trade and other receivables 12 800 645 892 942
Non current assets held for sale 7 - 64 166
Short term loans issued 6 4886 269 3735102
Deposits (with maturity over 90 days) 13 - 115100
Cash and cash equivalents 13 1096 767 1721781
Total current assets 6 985 086 6 675 618
TOTAL ASSETS 36 689 627 33 594 227
EQUITY

Chartered capital 23 100 000 100 000
Additional capital 23 15590 15590
Translation reserve - 216 283
Retained earnings 9702721 9434 946
Equity attributable to the Company's owners 9 818 311 9766 819
Non controlling interest 26 228 671 697 203
TOTAL EQUITY 10 046 982 10 464 022
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Consolidated Statement
of Comprehensive Income

In thousand RR Note 31 December 2019 31 December 2018
LIABILITIES

Non current liabilities

Long term borrowings 14 19815791 19017 931
Deferred income 8567 8567
Deferred income tax liabilities 24 1371 580 1124 358
Lease liabilities 9 1298374 -

Total non current liabilities 22 494 312 20150 856
Current liabilities

Short term borrowings 14 3407114 2151970
Trade and other payables 15 669 120 650 162
Current income tax payable 38982 177 217
Lease liabilities 9 20342 -

Other financial liabilities 12775 -

Total current liabilities 4148 333 2979 349
TOTAL LIABILITIES 26 642 645 23130 205
TOTAL LIABILITIES AND EQUITY 36 689 627 33594 227

Approved for issue and signed
on 30 April 2020:

I.A. Yakovenko
General director

In thousand RR Note 2019 2018
Revenue 16 9834674 11919 044
Cost of sales 17 (3081 506) (3258 075)
Gross profit 6753168 8 660 969
Selling and administrative expenses 18 (632 760) (482 673)
Other operating income and expenses, net 19 (219 804) (297 649)
Net foreign exchange (loss)/gain from operating activities (62 334) 67975
Operating profit 5838 270 7948 622
Share of result of associate 10 (6 377) 2243
Gain arising from derecognition of financial asset measured at amortised cost 6 197 593 400 491
Gain on disposal of subsidiary 1 165355 -
Finance income 20 1038814 908 140
Finance costs 21 (1369 108) (1070 377)
Net foreign exchange gain/(loss) from financing activities 464 904 (478 038)
Profit before income tax 6 329 451 7711081
Income tax expense 24 (1466 126) (1603 164)
PROFIT FOR THE YEAR 4 863 325 6107 917
Other comprehensive income
Items that may be reclassified subsequently to profit or loss
Exchange differences on translation to presentation currency - 72952
Other comprehensive income - 72 952
TOTAL COMPREHENSIVE INCOME 4 863 325 6180 869
Profit is attributable to:

Owners of the Company 4322775 5104 002

Non controlling interest 26 540 550 1003915
Profit for the year 4 863 325 6107 917
Total comprehensive income is attributable to:

Owners of the Company 4322775 5176 954

Non controlling interest 540 550 1003915
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 4 863 325 6180 869
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Attributable to owners of the Company

69 Financial statements

Consolidated Statement
of Cash Flows

Chartered Additional Translation  Retained Total Non Total
capital capital reserve earnings controlling
In thousand RR interest
Balance at 1 January 2018 100 000 15590 143 331 8 651837 8910758 781159 9691917
Profit for the year - - - 5104 002 5104 002 1003915 6107 917
Other comprehensive income - - 72952 - 72952 - 72952
Total comprehensive incorne : 72 952 5104002 517695 1003915 6180869
Dividends declared, Note 6 - - - (4000500) (4000500) (1087871)  (5088371)
Recognition of a long term loan
to the parent company at fair - - - (320 393) (320 393) - (320 393)
value, Note 6
Total transactions with equity
holders for 2018 - - - (4320893) (4320893) (108787) (5408 764)
Balance at 31 December 2018 100 000 15590 216 283 9 434 946 9766 819 697 203 10 464 022
Profit for the year - - - 4322775 4322775 540 550 4863 325
Disposal of ATOKOSA LIMITED,
Note1 - - (216 283) - (216 283) - (216 283)
Total comprehensive income/
(loss) for 2019 - - (216 283) 4322715 4106 492 540 550 4 B47 042
Dividends declared, Note 6 - - - (4 055 000) (4 055 000) (1009 082) (5064 082)
Total transactions with equity
holders for 2019 - - - (4055000) (4055000) (1009082)  (5064082)
Balance at 31 December 2019 100 000 15590 - 9702721 9 818 311 228 671 10 046 982

In thousand RR Note 2019 2018
CASH FLOWS FROM OPERATING ACTIVITIES

Profit for the year 4863 325 6107 917
ADJUSTMENTS FOR:

Depreciation of property, plant and equipment 7 543 083 426 278
Amortisation of mooring rights and other intangible assets - 108 732
Amortisation of right of use assets and other non current assets 9 153 577 -

Other non monetary expenses 1895 ~

Loss from remeasurement of asset to fair value 7 27 000 207 975
Loss on disposal of property, plant and equipment 19 14 005 7 448
Finance income 20 (1038814) (908 140)
Finance costs 21 1369 108 1070377
Disposal of a subsidiary 1 (165 355) -

Gain arising from derecognition of financial asset measured at amortised cost 6 (197 593) (400 491)
Net foreign exchange (gain)/loss from financing activities (464 904) 478 038
Income tax expense 24 1466 126 1603 164
Share of result of associate 10 6377 (2243)
OPERATING CASH FLOWS BEFORE WORKING CAPITAL CHANGES 6 577760 8 699 055
Decrease/(increase) in trade and other receivables 90 472 (456 503)
Increase in inventories (54 878) (13 149)
Increase/(decrease) in trade and other payables 190718 (168 877)
OPERATING CASH FLOWS INCLUDING WORKING CAPITAL CHANGES 6 804 072 8 060 526
Income taxes paid (1201 511) (1511 200)
Net cash from operating activities 5 602 561 6 549 326
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In thousand RR Note 2019 2018

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment 7 (3395653) (3557 432)
Proceeds from sale of property, plant and equipment 77792 4474
Interest on deposits 20 121 224 114898
Interest received 6 730008 89414
Loans granted 6 (2390 000) (10 390 000)
Short term deposits with maturity from 90 to 365 days - (115 100)
Proceeds from repayment of loans granted 877 535 1739748
Repayment of deposits with maturity from 90 to 365 days 115100 617 737
Net cash used in investing activities (3863 994) (11496 261)
CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from borrowings 14 7 556 993 12 821679
Repayment of borrowings 14 (3952 580) (2254 337)
Interest paid 14 (1425181) (1024 622)
Repayment of lease liabilities principal 9 (27 038) -
Repayment of lease liabilities interest 9 (111 723) -
Commissions and other finance costs paid 14 - (145 557)
Dividends paid to the owners of the Company 6 (3317 950) (4 000 500)
Dividends paid to non controlling interests 6 (1009 082) (1088 678)
Net cash used in/recieved from financing activities (2 286 561) 4 307 985
Net change in cash and cash equivalents (547 994) (638 950)
Cash and cash equivalents at the beginning of the year 13 1721781 1645193
Effect of exchange rate changes on cash and cash equivalents 13 (77 020) 715538
Cash and cash equivalents at the end of the year 13 1096 767 1721781

A Financial statements

Notes to the Consolidated Financial Statements

as at 31 December 2019

1. GENERAL INFORMATION

These consolidated financial statements have been prepared

in accordance with International Financial Reporting Standards
("IFRS”) for the year ended 31 December 2019 for 000 DeloPorts
(hereinafter, the "Company”) and its subsidiaries (hereinafter,
jointly referred to as the «Group” or “DeloPorts Group”).

The principal activities of the Group include stevedoring services
and service operations in seaport of Novorossiysk in the Russian
Federation. The Group's operating facilities are primarily based in
Novorossiysk, Krasnodar Region.

Group company name Country of registration

000 NUTEP Russia
000 TransTerminal Holding Russia
ATOKOSA LIMITED Cyprus
AO KSK Russia
DCP HOLDINGS LIMITED Cyprus
000 SC DELO Russia

ATOKOSA LIMITED was liquidated in 2019. The effect of the dis-
posal of the company from the Group is reflected in the consoli-
dated statement of comprehensive income in the amount of RUB
165 355 thousand RR, as well as in the consolidated statement of

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation.

These consolidated financial statements have been prepared
in accordance with International Financial Reporting Standards
("IFRS”) for the year ended 31 December 2019.

These consolidated financial statements have been prepared
applying the IFRSs issued and effective as at 31 December
2019 based on historical cost for initial acquisitions except for
cases stated in significant accounting policies. The Group has
not applied early any standards or amendments which are not
yet effective (further information presented in the Note 4). The
principal accounting policies applied in the preparation of these
consolidated financial statements are set out below. Apart from
the accounting policy changes resulting from the adoption of
IFRS 9 and IFRS 15 effective from 1 January 2018, these policies
have been consistently applied to all the periods presented in
consolidated financial statements, unless otherwise stated. The

The Company is registered at 21 Sukhumskoye shosse, Novor-
ossiysk, Russian Federation, 353 902.

As at 31 December 2019 and 31 December 2018, the Group’s
immediate and ultimate parent company was Limited liability
company Management company Delo and the Group's ultimate

controlling party was S. N. Shishkarev.

Subsidiary companies of 000 DeloPorts:

Percentage of control as at 31 December, %

Activity 2019 2018
Container terminal 100 100
Holding company 100 100
Holding company - 100
Grain terminal 75 75

Holding company 75 75

Service company 100 100

changes in equity regarding write off of the translation reserve in
the presentation currency in the amount
of RUB 216 283 thousand RR.

principal accounting policies in respect of financial instruments
and revenue recognition applied until 31 December 2017 are
presented in Note 30.

The preparation of consolidated financial statements in con-
formity with IFRS requires the use of certain critical accounting
estimates. It also requires management to exercise its judge-
ment in the process of applying the Group’s accounting policies.
The areas involving a higher degree of judgement or complexity,
or areas where assumptions and estimates are significant to the
consolidated financial statements are disclosed in Note 3.

Foreign currency translation.

The functional currency of each of the Group’s entities is the
Russian Rouble (‘RR"), except for the company ATOKOSA LIMIT-
ED, where the functional currency is US Dollar, which reflects the
economic substance of the underlying events and circumstanc-
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es. Items included in the financial statements of each of the
Group’s entities are measured using the currency of the primary
economic environment in which the entity operates (the “func-
tional currency”).

These consolidated financial statements are presented in Rus-
sian Roubles ("RR”"), which is the Group'’s presentation currency.
The Group prepares the consolidated financial statements both
in United States Dollars and Russian Roubles. The Group pre-
pares consolidated financial statements in United States Dollars
on a voluntary basis for a variety of financial statements users.

Monetary assets and liabilities are translated into each entity’s
functional currency at the official exchange rate of the Central
Bank of the Russian Federation (“CBRF") at the respective end
of the reporting period. Foreign exchange gains and losses
resulting from the settlement of the transactions and from the
translation of monetary assets and liabilities into each entity’s
functional currency at year end official exchange rates of the
CBRF are recognised in profit or loss. Translation at year end
rates does not apply to non monetary items that are measured
at historical cost. Non monetary items measured at fair value in
a foreign currency, including equity investments, are translated
using the exchange rates at the date when the fair value was
determined.

Effects of exchange rate changes on non monetary items
measured at fair value in a foreign currency are recorded as part
of the fair value gain or loss. Foreign currency exchange gains
and losses are shown net in the separate line of the consolidated
statement of comprehensive income.

The results and financial position of each Group entity which has
a functional currency different from the presentation currency
are translated into the presentation currency as follows:

i) assets and liabilities for each statement of financial position
are translated at the closing rate at the end of the respective
reporting period;

i) income and expenses are translated at average exchange
rates (unless this average is not a reasonable approximation
of the cumulative effect of the rates prevailing on the
transaction dates, in which case income and expenses are
translated at the dates of the transactions);

i) components of equity are translated at the historic rate;

iv) all resulting exchange differences are recognised in other
comprehensive income.

When control over a foreign operation with a functional currency
other than the functional or presentation currency of the Group
is lost, the exchange differences recognised previously in other
comprehensive income are reclassified to profit or loss for the
year as part of the gain or loss on disposal. On partial disposal
of a subsidiary without loss of control, the related portion of ac-
cumulated currency translation differences is reclassified to non
controlling interest within equity.

At 31 December 2019, the exchange rate used for translating for-
eign currency balances was USD 1 = RR 61,9057 (31 December
2018: USD 1 = RR 69,4706) and Euro 1 = RR 69,3406 (31 Decem-
ber 2018: Euro 1 = RR 79,4605). The average exchange rate used
for translating income and expense accounts (except for foreign
exchange income and expenses which were translated on the
transaction basis) for the year ended 31 December 2019, was
USD 1 =RR 64,6912, Euro 1 = RR 72,4510 (for the year ended 31
December 2018: USD 1 = RR 62,7680 and Euro 1 = RR 73,9389).

Consolidated financial statements.

Subsidiaries are those investees that the Group controls because
the Group (i) has power to direct the relevant activities of the
investees that significantly affect their returns, (ii) has exposure,
or rights, to variable returns from its involvement with the inves-
tees, and (iii) has the ability to use its power over the investees
to affect the amount of the investor’s returns. The existence and
effect of substantive rights, including substantive potential voting
rights, are considered when assessing whether the Group has
power over another entity. For a right to be substantive, the hold-
er must have a practical ability to exercise that right when deci-
sions about the direction of the relevant activities of the investee
need to be made. The Group may have power over an investee
even when it holds less than the majority of the voting power in
an investee. In such a case, the Group assesses the size of its
voting rights relative to the size and dispersion of holdings of the
other vote holders to determine if it has de facto power over the
investee. Protective rights of other investors, such as those that
relate to fundamental changes of the investee’s activities or ap-
ply only in exceptional circumstances, do not prevent the Group
from controlling an investee. Subsidiaries are consolidated from
the date on which control is transferred to the Group (acquisition
date) and are deconsolidated from the date on which control
ceases.

The acquisition method of accounting is used to account for
the acquisition of subsidiaries. Identifiable assets acquired and
liabilities and contingent liabilities assumed in a business com-
bination are measured at their fair values at the acquisition date,
irrespective of the extent of any non controlling interest.

The Group measures non controlling interest that represents
present ownership interest in entitles that provide holder with
the right to a proportionate share of net assets in the event of
liquidation, on a transaction by transaction basis, either at the
non controlling interest’s proportionate share of net assets of the
acquiree.

Goodwill is measured as the excess of the aggregate of the
consideration transferred for the acquiree, the amount of non
controlling interest in the acquiree and fair value of an interest in
the acquiree held immediately before the acquisition date over
the fair value of net assets of the acquiree. Any negative amount
("negative goodwill) is recognised in profit or loss, after manage-
ment reassesses whether it identified all the assets acquired
and all liabilities and contingent liabilities assumed and reviews
appropriateness of their measurement.

The consideration transferred for the acquiree is measured at
the fair value of the assets given up, equity instruments issued
and liabilities incurred or assumed, including fair value of assets
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or liabilities from contingent consideration arrangements but ex-
cludes acquisition related costs such as advisory, legal, valuation
and similar professional services. Transaction costs incurred for
issuing equity instruments are deducted from equity; transaction
costs incurred for issuing debt as part of the business combi-
nation are deducted from the carrying amount of the debt and
all other transaction costs associated with the acquisition are
expensed.

Intercompany transactions, balances and unrealised gains on
transactions between Group companies are eliminated; un-
realised losses are also eliminated unless the cost cannot be
recovered. The Company and all of its subsidiaries use uniform
accounting policies consistent with the Group’s policies.

Non controlling interest is that part of the net results and of the
equity of a subsidiary attributable to interests which are not
owned, directly or indirectly, by the Company. Non controlling
interest forms a separate component of the Group's equity.

Purchases and sales of non controlling interests.

The Group treats transactions with non controlling interests,
that do not result in loss of control as transactions with equity
holders in their capacity as equity owners of the Group. Any
difference between the fair value of the purchase consideration
and the carrying amount of non controlling interest acquired is
recorded as a capital transaction directly in equity. The Group
recognises the difference between the fair value of sales consid-
eration and carrying amount of non controlling interest sold as a
capital transaction in the consolidated statement of changes in
equity.

Associates.

Associates are entities over which the Group has significant influ-
ence (directly or indirectly), but not control, generally accompa-
nying a shareholding of between 20 and 50 percent of the voting
rights. Investments in associates are accounted for using the eg-
uity method of accounting. The Group's investment in associates
includes goodwill identified on acquisition. Investments in asso-
ciates are accounted for using the equity method of accounting
and are initially recognised at cost, and the carrying amount is
increased or decreased to recognise the investor's share of the
profit or loss of the investee after the date of acquisition.

The Group's share of the profit or loss of its associates after ac-
quisition is recognized in the profit or loss, and its share of other
comprehensive income after acquisition is recognized in other
comprehensive income with an appropriate adjustment to the
carrying amount of the investment.

However, when the Group’s share of losses in an associate
equals or exceeds its interest in the associate, including any oth-
er unsecured receivables, the Group does not recognise further
losses, unless it has incurred obligations or made payments on
behalf of the associate.

At each reporting date, management of the Group determines
whether there is objective evidence that an investment in an
associate is impaired based on the requirements of IAS 39
“Financial Instruments: Recognition and Measurement”. Signifi-
cant negative changes in the conditions of technology, market,

economy and legal regulation in which the associate operates,
are objective evidence that the interest in the associate may be
impaired. In addition, a significant or prolonged decline in the fair
value of an associate below its cost is also objective evidence of
impairment. If there are indications that an investment in an as-
sociate may be impaired, the Group calculates the amount of the
impairment as the difference between the recoverable amount of
the associate and its carrying amount, recognizing the amount of
the impairment loss in profit or loss. Impairment losses are pre-
sented in profit or loss next to the share in the financial results of
the associate, which are accounted for using the equity method.

Gains and losses on operating and sales transactions between
the Group and its associates are reflected in the consolidated
financial statements of the Group only in the amount of the
interests of unrelated investors in these enterprises. Unreal-

ised losses are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred. If necessary,
the accounting policies of associates are amended to ensure
consistency with the accounting policies of the Group.

Gains and losses on the dilution of investments in associates are
recognized in profit or loss.

Disposals of subsidiaries and associates.

When the Group ceases to have control or significant influence,
any retained interest in the entity is remeasured to its fair value at
the date when control is lost, with the change in carrying amount
recognised in profit or loss. The fair value is the initial carrying
amount for the purposes of subsequently accounting for the re-
tained interest as an associate or financial asset. In addition, any
amounts previously recognised in other comprehensive income
in respect of that subsidiary, are accounted for as if the Group
had directly disposed of the related assets or liabilities. This may
mean that amounts previously recognised in other comprehen-
sive income are recycled to profit or loss.

If the ownership interest in an associate is reduced but signif-
icant influence is retained, only a proportionate share of the
amounts previously recognised in other comprehensive income
are reclassified to profit or loss where appropriate.

Financial instruments — key measurement terms.

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. The best evidence
of fair value is the price in an active market. An active market is
one in which transactions for the asset or liability take place with
sufficient frequency and volume to provide pricing information
on an ongoing basis.

Fair value of financial instruments traded in an active market is
measured as the product of the quoted price for the individual
asset or liability and the number of instruments held by the
Group. This is the case even if a market's normal daily trading
volume is not sufficient to absorb the quantity held and placing
orders to sell the position in a single transaction might affect the
quoted price.

Valuation techniques such as discounted cash flow models or
models based on recent arm’s length transactions or consider-
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ation of financial data of the investees are used to measure fair
value of certain financial instruments for which external market
pricing information is not available. Fair value measurements
are analysed by level in the fair value hierarchy as follows: (i)
level one are measurements at quoted prices (unadjusted) in
active markets for identical assets or liabilities, (i) level two
measurements are valuations techniques with all material
inputs observable for the asset or liability, either directly (that
is, as prices) or indirectly (that is, derived from prices), and (iii)
level three measurements are valuations not based on solely
observable market data (that is, the measurement requires
significant unobservable inputs).

Transaction costs are incremental costs that are directly
attributable to the acquisition, issue or disposal of a financial
instrument. An incremental cost is one that would not have been
incurred if the transaction had not taken place. Transaction costs
include fees and commissions paid to agents (including em-
ployees acting as selling agents), advisors, brokers and dealers,
levies by regulatory agencies and securities exchanges, and
transfer taxes and duties. Transaction costs do not include debt
premiums or discounts, financing costs or internal administrative
or holding costs.

Amortised cost (“AC”) is the amount at which the financial in-
strument was recognised at initial recognition less any principal
repayments, plus accrued interest, and for financial assets less
any allowance for expected credit losses ("ECL’). Accrued interest
includes amortisation of transaction costs deferred at initial rec-
ognition and of any premium or discount to the maturity amount
using the effective interest method. Accrued interest income
and accrued interest expense, including both accrued coupon
and amortised discount or premium (including fees deferred at
origination, if any), are not presented separately and are included
in the carrying values of the related items in the consolidated
statement of financial position.

The effective interest method is a method of allocating interest
income or interest expense over the relevant period, so as to
achieve a constant periodic rate of interest (effective interest
rate) on the carrying amount. The effective interest rate is the
rate that exactly discounts estimated future cash payments or
receipts (excluding future credit losses) through the expected life
of the financial instrument or a shorter period, if appropriate, to
the gross carrying amount of the financial instrument. The effec-
tive interest rate discounts cash flows of variable interest instru-
ments to the next interest repricing date, except for the premium
or discount which reflects the credit spread over the floating rate
specified in the instrument, or other variables that are not reset
to market rates. Such premiums or discounts are amortised over
the whole expected life of the instrument. The present value cal-
culation includes all fees paid or received between parties to the
contract that are an integral part of the effective interest rate. For
assets that are purchased or originated credit impaired (“POCI")
at initial recognition, the effective interest rate is adjusted for
credit risk, i. e. it is calculated based on the expected cash flows
on initial recognition instead of contractual payments.

Financial instruments — initial recognition.
Financial instruments at FVTPL are initially recorded at fair value.

All other financial instruments are initially recorded at fair value
adjusted for transaction costs. Fair value at initial recognition is
best evidenced by the transaction price. A gain or loss on initial
recognition is only recorded if there is a difference between fair
value and transaction price which can be evidenced by other
observable current market transactions in the same instrument
or by a valuation technique whose inputs include only data from
observable markets. After the initial recognition, an ECL allow-
ance is recognised for financial assets measured at AC and
investments in debt instruments measured at FVOCI, resulting in
an immediate accounting loss.

All purchases and sales of financial assets that require deliv-

ery within the time frame established by regulation or market
convention (“regular way” purchases and sales) are recorded

at trade date, which is the date on which the Group commits to
deliver a financial asset. All other purchases are recognised when
the entity becomes a party to the contractual provisions of the
instrument.

Financial assets — classification and subsequent
measurement — measurement categories.

The Group classifies financial assets in the following measure-
ment categories: FVTPL, FVOCI and AC. The classification and
subsequent measurement of debt financial assets depends on:
(i) the Group’s business model for managing the related assets
portfolio and (i) the cash flow characteristics of the asset.

Financial assets — classification and subsequent
measurement — business model.

The business model reflects how the Group manages the assets
in order to generate cash flows — whether the Group’s objective
is: (i) solely to collect the contractual cash flows from the assets
("hold to collect contractual cash flows”,) or (ii) to collect both the
contractual cash flows and the cash flows arising from the sale
of assets ("hold to collect contractual cash flows and sell”) or, if
neither of (i) and (i) is applicable, the financial assets are classi-
fled as part of “other” business model and measured at FVTPL.

Business model is determined for a group of assets (on a portfo-
lio level) based on all relevant evidence about the activities that
the Group undertakes to achieve the objective set out for the
portfolio available at the date of the assessment. Factors consid-
ered by the Group in determining the business model include the
purpose and composition of a portfolio, past experience on how
the cash flows for the respective assets were collected.

Financial assets — classification and subsequent
measurement — cash flow characteristics.

Where the business model is to hold assets to collect contractual
cash flows or to hold contractual cash flows and sell, the Group
assesses whether the cash flows represent solely payments of
principal and interest (“SPPI"). Financial assets with embedded
derivatives are considered in their entirety when determining
whether their cash flows are consistent with the SPPI feature. In
making this assessment, the Group considers whether the con-
tractual cash flows are consistent with a basic lending arrange-
ment, i. e. interest includes only consideration for credit risk, time
value of money, other basic lending risks and profit margin.
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Where the contractual terms introduce exposure to risk or vol-
atility that is inconsistent with a basic lending arrangement, the
financial asset is classified and measured at FVTPL. The SPPI
assessment is performed on initial recognition of an asset and it
is not subsequently reassessed.

Financial assets — reclassification.

Financial instruments are reclassified only when the business
model for managing the portfolio as a whole changes. The
reclassification has a prospective effect and takes place from
the beginning of the first reporting period that follows after the
change in the business model. The Group did not change its
business model during the current and comparative period and
did not make any reclassifications.

Financial assets impairment — credit loss allowance for ECL.
The Group assesses, on a forward looking basis, the ECL for debt
instruments measured at AC and FVOCI and for the exposures
arising from loan commitments and financial guarantee contracts,
for contract assets. The Group measures ECL and recognises

Net impairment losses on financial and contract assets at each
reporting date. The measurement of ECL reflects: (i) an unbiased
and probability weighted amount that is determined by evaluating
a range of possible outcomes, (i) time value of money and (iii) all
reasonable and supportable information that is available without
undue cost and effort at the end of each reporting period about
past events, current conditions and forecasts of future conditions.

Debt instruments measured at AC and contract assets are
presented in the consolidated statement of financial position net
of the allowance for ECL. For loan commitments and financial
guarantees, a separate provision for ECL is recognised as a lia-
bility in the consolidated statement of financial position. For debt
instruments at FVOCI, changes in amortised cost, net of allow-
ance for ECL, are recognised in profit or loss and other changes
in carrying value are recognised in OCI as gains less losses on
debt instruments at FVOCI.

The Group applies a three-stage model for impairment, based

on changes in credit quality since initial recognition. A financial
instrument that is not credit impaired on initial recognition is
classified in Stage 1. Financial assets in Stage 1 have their ECL
measured at an amount equal to the portion of lifetime ECL that
results from default events possible within the next 12 months or
until contractual maturity, if shorter (“12 Months ECL").

If the Group identifies a significant increase in credit risk (“SICR”)
since initial recognition, the asset is transferred to Stage 2 and

its ECL is measured based on ECL on a lifetime basis, that is, up
until contractual maturity but considering expected prepayments,
if any (“Lifetime ECL"). If the Group determines that a financial
asset is credit impaired, the asset is transferred to Stage 3 and
its ECL is measured as a Lifetime ECL. For financial assets that
are purchased or originated credit impaired (‘POCI Assets”), the
ECL is always measured as a Lifetime ECL.

The Group applies the IFRS 9 simplified approach to measur-
ing expected credit losses for trade and other receivable which
uses a lifetime expected loss allowance for all trade and other
receivables.

Financial assets — write off.

Financial assets are written off, in whole or in part, when the
Group exhausted all practical recovery efforts and has concluded
that there is no reasonable expectation of recovery. The write

off represents a derecognition event. The Group may write off fi-
nancial assets that are still subject to enforcement activity when
the Group seeks to recover amounts that are contractually due,
however, there is no reasonable expectation of recovery.

Financial assets — derecognition.

The Group derecognises financial assets when (a) the assets are
redeemed or the rights to cash flows from the assets otherwise
expire or (b) the Group has transferred the rights to the cash
flows from the financial assets or entered into a qualifying pass
through arrangement whilst (i) also transferring substantially all
the risks and rewards of ownership of the assets or (i) neither
transferring nor retaining substantially all the risks and rewards
of ownership but not retaining control. Control is retained if the
counterparty does not have the practical ability to sell the asset
in its entirety to an unrelated third party without needing to im-
pose additional restrictions on the sale.

Financial assets — modification.

The Group sometimes renegotiates or otherwise modifies the
contractual terms of the financial assets. The Group assesses
whether the modification of contractual cash flows is substantial
considering, among other, the following factors: any new contrac-
tual terms that substantially affect the risk profile of the asset

(e. g. profit share or equity based return), significant change in
interest rate, change in the currency denomination, new collateral
or credit enhancement that significantly affects the credit risk as-
sociated with the asset or a significant extension of a loan when
the borrower is not in financial difficulties.

If the modified terms are substantially different, the rights to
cash flows from the original asset expire and the Group derec-
ognises the original financial asset and recognises a new asset
at its fair value. The date of renegotiation is considered to be the
date of initial recognition for subsequent impairment calculation
purposes, including determining whether a SICR has occurred.
The Group also assesses whether the new loan or debt instru-
ment meets the SPPI criterion. Any difference between the
carrying amount of the original asset derecognised and fair value
of the new substantially modified asset is recognised in profit

or loss, unless the substance of the difference is attributed to a
capital transaction with owners.

In a situation where the renegotiation was driven by finan-

cial difficulties of the counterparty and inability to make the
originally agreed payments, the Group compares the original
and revised expected cash flows to assets whether the risks
and rewards of the asset are substantially different as a result
of the contractual modification. If the risks and rewards do
not change, the modified asset is not substantially different
from the original asset and the modification does not result

in derecognition. The Group recalculates the gross carrying
amount by discounting the modified contractual cash flows by
the original effective interest rate (or credit adjusted effective
interest rate for POCI financial assets), and recognises a modifi-
cation gain or loss in profit or loss.
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Financial liabilities — measurement categories.

Financial liabilities are classified as subsequently measured at
AC, except for (i) financial liabilities at FVTPL: this classifica-
tion is applied to derivatives, financial liabilities held for trading
(e. g. short positions in securities), contingent consideration
recognised by an acquirer in a business combination and other
financial liabilities designated as such at initial recognition and
(i) financial guarantee contracts and loan commitments.

Financial liabilities — derecognition.

Financial liabilities are derecognised when they are extinguished
(i. e. when the obligation specified in the contract is discharged,
cancelled or expires).

An exchange between the Group and its original lenders of

debt instruments with substantially different terms, as well as
substantial modifications of the terms and conditions of existing
financial liabilities, are accounted for as an extinguishment of the
original financial liability and the recognition of a new financial
liability. The terms are substantially different if the discounted
present value of the cash flows under the new terms, including
any fees paid net of any fees received and discounted using the
original effective interest rate, is at least 10 % different from the
discounted present value of the remaining cash flows of the orig-
inal financial liability. In addition, other qualitative factors, such as
the currency that the instrument is denominated in, changes in
the type of interest rate, new conversion features attached to the
instrument and change in loan covenants are also considered.

If an exchange of debt instruments or modification of terms is
accounted for as an extinguishment, any costs or fees incurred
are recognised as part of the gain or loss on the extinguishment.
If the exchange or modification is not accounted for as an extin-
guishment, any costs or fees incurred adjust the carrying amount
of the liability and are amortised over the remaining term of the
modified liability.

Modifications of liabilities that do not result in extinguishment
are accounted for as a change in estimate using a cumulative
catch up method, with any gain or loss recognised in profit or
loss, unless the economic substance of the difference in carrying
values is attributed to a capital transaction with owners.

Offsetting financial instruments.

Financial assets and liabilities are offset and the net amount
reported in the consolidated statement of financial position only
when there is a legally enforceable right to offset the recognised
amounts, and there is an intention to either settle on a net basis,
or to realise the asset and settle the liability simultaneously. Such
a right of set off (a) must not be contingent on a future event and
(b) must be legally enforceable in all of the following circum-
stances: (i) in the normal course of business, (i) in the event of
default and (iii) in the event of insolvency or bankruptcy.

Revenue recognition.

Revenue is income arising in the course of the Group’s
ordinary activities. Revenue is recognised in the amount of
transaction price. Transaction price is the amount of consid-
eration to which the Group expects to be entitled in exchange
for transferring control over promised goods or services to

a customer, excluding the amounts collected on behalf of

third parties. Revenue is recognised net of discounts, returns,
bonuses and value added taxes.

The Group provides load handling (mainly, grain and containers),
storage and other related stevedoring services and towing, agent
and oil bunkering services. The Group provides services under
fixed price contracts.

Revenue from handling, towing, agent services and other related
stevedoring operations is recognized at the moment when
service is rendered. Revenue from storage services is recognised
based on the actual service provided to the end of the reporting
period as a proportion of the total services to be provided. Rev-
enue from bunkering is recognized at the moment of transfer of
control to the customer, usually when the fuel is bunkered to the
customer’s vessel.

Where the contracts include multiple performance obligations,
the transaction price is allocated to each separate performance
obligation based on the stand alone selling prices.

No element of financing is deemed present as the sales are
made with a credit term of 60 days, which is consistent with mar-
ket practice. Thus, the Group does not adjust any of the transac-
tion prices for the time value of money.

Areceivable is recognised when the goods are delivered, and
services are rendered as this is the point in time that the con-
sideration is unconditional because only the passage of time is
required before the payment is due. Contract liabilities include
advances received from customers.

Interest income.

Interest income and expenses are recorded for all debt instru-
ments on an accrual basis using the effective interest method.
This method defers, as part of interest income and expenses,
all fee received between the parties to the contract that are an
integral part of the effective interest rate, all other premiums or
discounts.

For financial assets that are originated or purchased credit
impaired, the effective interest rate is the rate that discounts the
expected cash flows (including the initial expected credit losses)
to the fair value on initial recognition (normally represented by
the purchase price). As a result, the effective interest is credit
adjusted.

Interest income is calculated by applying the effective interest
rate to the gross carrying amount of financial assets, except for
(i) financial assets that have become credit impaired (Stage 3),
for which interest revenue is calculated by applying the effective
interest rate to their AC, net of the ECL provision, and (ii) finan-
cial assets that are purchased or originated credit impaired, for
which the original credit adjusted effective interest rate is applied
to the AC.

Property, plant and equipment.

Property, plant and equipment are stated at cost, less accumu-
lated depreciation and provision for impairment, where required.
Historic cost includes expenditure that is directly attributable to
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the acquisition or construction of these items. Costs of minor
repairs and maintenance are expensed when incurred. Cost

of replacing major parts or components of property, plant and
equipment items are capitalised and the replaced part is retired.

At the end of each reporting period management assesses
whether there is any indication of impairment of property, plant
and equipment. If any such indication exists, management
estimates the recoverable amount, which is determined as the
higher of an asset’s fair value less costs to sell and its value in
use. The carrying amount is reduced to the recoverable amount
and the impairment loss is recognised in profit or loss for the
year. An impairment loss recognised for an asset in prior years
is reversed where appropriate if there has been a change in the
estimates used to determine the asset’s value in use or fair value
less costs to sell.

Gains and losses on disposals are determined by comparing pro-
ceeds with carrying amount and are recognised in profit or loss
for the year within other operating income or expenses.

Depreciation.
Land is not depreciated.

Depreciation on other items of property, plant and equipment is
calculated using the straight line method to allocate their cost to
their residual values over their estimated useful lives:

Useful lives in years
Buildings 4 1o 50 years

Constructions 5to 50 years

Machinery and equipment 2 to 30 years

Vehicles and other 3to 15 years

Assets under construction are not depreciated until they are
completed and brought into use, at which time they are reclas-
sifled in the relevant class of property, plant and equipment and
depreciated accordingly.

The residual value of an asset is the estimated amount that the

Group would currently obtain from disposal of the asset less the
estimated costs of disposal, if the asset were already of the age
and in the condition expected at the end of its useful life. The as-
sets’ residual values and useful lives are reviewed, and adjusted

if appropriate, at the end of each reporting period.

Goodwill.

Goodwill is carried at cost less accumulated impairment loss-
es, if any. The Group tests goodwill for impairment at least
annually and whenever there are indications that goodwill
may be impaired. Goodwill is allocated to the cash generating
units, or groups of cash generating units, that are expected to
benefit from the synergies of the business combination. Such
units or groups of units represent the lowest level at which the
Group monitors goodwill and are not larger than an operating
segment.

Gains or losses on disposal of an operation within a cash
generating unit to which goodwill has been allocated include

the carrying amount of goodwill associated with the disposed
operation, generally measured on the basis of the relative values
of the disposed operation and the portion of the cash generating
unit which is retained.

Right of use assets.

The Group leases mooring berths, buildings and other construc-
tions. Assets arising from a lease are initially measured on a
present value basis.

Right of use assets are measured at cost comprising the following:

= the amount of the initial measurement of lease liability;

any lease payments made at or before the commencement
date less any lease incentives received;

= any initial direct cost;

= COsts to restore the asset to the conditions required by
lease agreements.

Right of use assets are generally depreciated over the shorter of
the asset’s useful life and the lease term on a straight line basis.
The Group are calculating depreciation on the items of the right
of use assets is calculated using the straight line method over
their estimated useful lives as follows:

Useful lives in years

Mooring berths 30-50 years

Buildings and other constructions 1-5 years

Lease liabilities.

Liabilities arising from a lease are initially measured on a present
value basis. Lease liabilities include the net present value of the
following lease payments:

= fixed payments (including in substance fixed payments),
less any lease incentives receivable.

= variable lease payment that are based on an index or a
rate, initially measured using the index or rate as at the
commencement date,

= amounts expected to be payable by the Group under
residual value guarantees,

= the exercise price of a purchase option if the Group is
reasonably certain to exercise that option, and

= payments of penalties for terminating the lease, if the lease
term reflects the Group exercising that option
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The lease payments are discounted using the interest rate
implicit in the lease. If that rate cannot be readily determined,
which is generally the case for leases of the Group, the Group’s
incremental borrowing rate is used, being the rate that the Group
would have to pay to borrow the funds necessary to obtain an
asset of similar value to the right of use asset in a similar eco-
nomic environment.

To determine the incremental borrowing rate, the Group:

= Where possible, uses recent third party financing received
by the individual lessee as a starting point, adjusted to
reflect changes in financing conditions since third party
financing was received,

= Uses a build up approach that starts with a risk free interest
rate adjusted for credit risk, and

= makes adjustments specific to the lease, e.g. term, country,
currency and collateral

Lease payments are allocated between principal and finance
costs. The finance costs 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.

Payments associated with short term leases of equipment and
vehicles and all leases of low value assets are recognised on

a straight line basis as an expense in profit or loss. Short term
leases are leases with a lease term of 12 months or less.

Income taxes.

Income taxes have been provided for in the consolidated
financial statements in accordance with legislation enacted or
substantively enacted by the end of the reporting period. The
income tax charge comprises current tax and deferred tax and is
recognised in profit or loss for the year, except if it is recognised
in other comprehensive income or directly in equity because it
relates to transactions that are also recognised, in the same or

a different period, in other comprehensive income or directly in

equity.

Current tax is the amount expected to be paid to, or recovered
from, the taxation authorities in respect of taxable profits or
losses for the current and prior periods. Taxable profits or losses
are based on estimates if consolidated financial statements are
authorised prior to filing relevant tax returns. Taxes other than on
income are recorded within operating expenses.

Deferred income tax is provided using the balance sheet liability
method for tax loss carry forwards and temporary differences
arising between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes. In accordance
with the initial recognition exemption, deferred taxes are not
recorded for temporary differences on initial recognition of an
asset or a liability in a transaction other than a business combi-
nation if the transaction, when initially recorded, affects neither
accounting nor taxable profit.

Deferred tax balances are measured at tax rates enacted or sub-
stantively enacted at the end of the reporting period, which are
expected to apply to the period when the temporary differences
will reverse or the tax loss carry forwards will be utilised. De-
ferred tax assets and liabilities are netted only within the individ-
ual companies of the Group. Deferred tax assets for deductible
temporary differences and tax loss carry forwards are recorded
only to the extent that it is probable that the temporary difference
will reverse in the future and there is sufficient future taxable
profit available against which the deductions can be utilised.

Inventories.

Inventories are recorded at the lower of cost and net realisable
value. Cost of inventory is determined on the weighted aver-
age basis. Spare parts are classified as inventories when not
intended to be used for capital construction and capital repairs.
Net realisable value is the estimated selling price in the ordinary
course of business, less the estimated cost of completion and
selling expenses.

Trade and other receivables.

Trade and other receivables are recognised initially at fair value
and are subsequently carried at amortised cost using the effec-
tive interest method.

Prepayments.

Prepayments are carried at cost less provision for impairment.
A prepayment is classified as non current when the goods or
services relating to the prepayment are expected to be obtained
after one year, or when the prepayment relates to an asset which
will itself be classified as non current upon initial recognition.
Prepayments for the non current assets include VAT. Prepay-
ments to acquire assets are transferred to the carrying amount
of the asset once the Group has obtained control of the asset
and it is probable that future economic benefits associated with
the asset will flow to the Group. Other prepayments are writ-
ten off to profit or loss when the goods or services relating to
the prepayments are received. If there is an indication that the
assets, goods or services relating to a prepayment will not be
received, the carrying value of the prepayment is written down
accordingly and a corresponding impairment loss is recognised
in profit or loss for the year.

Cash and cash equivalents.

Cash and cash equivalents include cash in hand, deposits held
at call with banks, and other short term highly liquid investments
with original maturities of three months or less. Cash and cash
equivalents are carried at amortised cost using the effective
interest method.

Chartered capital and additional capital.

The nominal value of equity stakes is classified as chartered cap-
ital. Any excess of the fair value of consideration received over
the par value of the equity is recognized as additional capital.

Dividends.

Dividends are recorded as a liability and deducted from equity in
the period in which they are declared and approved. Any divi-
dends declared after the reporting period and before the consoli-
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dated financial statements are authorised for issue are disclosed
in the events after the reporting period note.

Value added tax.

Output value added tax related to sales is payable to tax authori-
ties on the earlier of (a) collection of receivables from customers
or (b) delivery of goods or services to customers. Input VAT is
generally recoverable against output VAT upon receipt of the
VAT invoice. The tax authorities permit the settlement of VAT on
a net basis. VAT related to sales and purchases is recognised in
the consolidated statement of financial position on a gross basis
and disclosed separately as an asset and liability. Where provi-
sion has been made for impairment of receivables, impairment
loss is recorded for the gross amount of the debtor, including
VAT.

Borrowings.

Borrowings are recognised initially at fair value, net of transac-
tion costs incurred and are subsequently carried at amortised
cost using the effective interest method.

Capitalisation of borrowing costs.

Borrowing costs directly attributable to the acquisition, construc-
tion or production of assets that necessarily take a substantial
time to get ready for intended use or sale (qualifying assets) are
capitalised as part of the costs of those assets.

The commencement date for capitalisation is when (a) the
Group incurs expenditures for the qualifying asset; (b) it incurs
borrowing costs; and (c) it undertakes activities that are neces-
sary to prepare the asset for its intended use or sale. Capitalisa-
tion of borrowing costs continues up to the date when the assets
are substantially ready for their use or sale.

The Group capitalises borrowing costs that could have been
avoided if it had not made capital expenditure on qualifying
assets. Borrowing costs capitalised are calculated at the
Group's average funding cost, except to the extent that funds are
borrowed specifically for the purpose of obtaining a qualifying
asset. Where this occurs, actual borrowing costs incurred less
any investment income on the temporary investment of those
borrowings are capitalised.

Government grants.

Grants from the government are recognised at their fair value
where there is a reasonable assurance that the grant will be
received, and the Group will comply with all attached conditions.

Government grants relating to the purchase of property, plant
and equipment are included in non current liabilities as deferred
income and are credited to profit or loss on a straight-line basis
over the expected lives of the related assets. Government grants
relating to finance expense are credited to profit or loss as
finance income.

Trade and other payables.

Trade payables are accrued when the counterparty performs its
obligations under the contract and are carried at amortised cost
using the effective interest method.

Provisions for liabilities and charges.

Provisions for liabilities and charges are non financial liabilities
of uncertain timing or amount. They are accrued when the Group
has a present legal or constructive obligation as a result of past
events, it is probable that an outflow of resources embodying
economic benefits will be required to settle the obligation, and a
reliable estimate of the amount of the obligation can be made.

Employee benefits.

Wages, salaries, contributions to the Russian Federation state
pension and social insurance funds, paid annual leave and sick
leave, bonuses, and non monetary benefits (such as health
services and kindergarten services) are accrued in the year in
which the associated services are rendered by the employees of
the Group. The Group has no legal or constructive obligation to
make pension or similar benefit payments beyond to the unified
social tax.

Segment reporting.

Segments are reported in a manner consistent with the internal
reporting provided to the Group's chief operating decision maker.
Operating segments whose revenue, result or assets are ten
percent or more of all the segments are reported separately.

Change data classification.

During the year, the Group changed the classification of other
intangible assets and prepayments for current income tax in the
consolidated statement of financial position. The Group con-
siders that such a change provides reliable and more relevant
information. In accordance with IAS 8, the change was made
retrospectively and comparatives were adjusted accordingly. Af-
ter reclassification, Other intangible assets were recorded under
the line «Other non current assets», the prepayment of current
income tax is recorded in the line «Trade and other receivables».
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3. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS IN APPLYING ACCOUNTING POLICIES

The Group makes estimates and assumptions that affect the
amounts recognised in the consolidated financial statements
and the carrying amounts of assets and liabilities within the
next financial year. Estimates and judgements are continually
evaluated and are based on management'’s experience and other
factors, including expectations of future events that are believed
to be reasonable under the circumstances. Management also
makes certain judgements, apart from those involving estima-
tions, in the process of applying the accounting policies. Judge-
ments that have the most significant effect on the amounts rec-
ognised in the consolidated financial statements and estimates
that can cause a significant adjustment to the carrying amount
of assets and liabilities within the next financial year include:

Tax legislation.
Russian tax, currency and customs legislation is subject to vary-
ing interpretations. Refer to Note 25.

Exercise of control.

In the end of the year 2013, the Group disposed 25%+1 shares of
its subsidiary DCP HOLDINGS LIMITED to a third party and en-
tered into a shareholders’ agreement with this third party, which
regulates the affairs between the shareholders. The sharehold-
ers agreement includes, among others, various matters in rela-
tion to the mode of operation of DCP HOLDINGS LIMITED where
certain decisions can be taken only after unanimous approval
from both shareholders of this company (“reserved matters”).
The Group has exercised its judgement and considers that the
reserved matters are effectively to protect the rights of the non
controlling interest and that the Group still retains the power to
govern the financial and operating policies of DCP HOLDINGS
LIMITED so as to obtain benefits from its activities. As a result,
the Group continues to account for DCP HOLDINGS LIMITED as
a subsidiary in the consolidated financial statements.

Useful lives of property, plant and equipment.

The estimation of the useful lives of items of property, plant and
equipment is a matter of judgment based on the experience with
similar assets. The future economic benefits embodied in the
assets are consumed principally through use. However, other
factors, such as technical or commercial obsolescence and wear
and tear, often result in the diminution of the economic benefits
embodied in the assets. Management assesses the remaining
useful lives in accordance with the current technical conditions
of the assets and estimated period during which the assets are
expected to earn benefits for the Group. The following primary
factors are considered: (a) expected usage of the assets; (b)
expected physical wear and tear, which depends on operational
factors and maintenance program; and (c) technical or commer-
cial obsolescence arising from changes in market conditions.

Were the estimated useful lives 10% lower than management’s

estimates, the impact on depreciation for the year ended 31 De-
cember 2019 would have been an increase by 54 308 thousand
RR (2018: 42 628 thousand RR).

Impairment of goodwill.

The Group determines whether goodwill is impaired on an annual
basis. This requires determination of the recoverable amount

of the cash generating units to which the goodwill is allocated.
Management considers that there is no impairment of goodwill
as at 31 December 2019. The carrying amount of goodwill as at
31 December 2019 was 190 066 thousand RR (2018: 190 066
thousand RR) (please see Note 8).

Discount rates used for determination of lease liabilities.

The Group uses its incremental borrowing rate as a base for
calculation of the discount rate because the interest rate implicit
in the lease cannot be readily determined.

An increase or decrease in the discount rate by 10% for the year
ended 31 December 2019 would lead to an increase or decrease
in lease liabilities by 94 019 thousand RR. (1 January 2019: 91
857 thousand RR).

Depreciation of right of use assets.
In determining the useful life of right of use assets, the Group
considers the duration of the long term lease of assets.

Recognition of related party transactions.

In the ordinary course of business, the Group enters to trans-
actions with related parties. IFRS 9 requires initial recognition
of financial instruments based on their fair values. Judgement
is applied in determining if transactions are priced at market or
non market interest rates, where there is no active market for
such transactions. The basis for judgment is pricing for similar
types of transactions with unrelated parties and analysis of the
effective interest rate. In 2018, the Company issued a long term
loan to its parent company. To reflect this asset at fair value,
based on market interest rate, its value has been adjusted. The
result of this adjustment was recognized in consolidated state-
ment of changes in equity. Subsequently, the terms of the loan
were revised. The management of the Group estimates that the
revision of the loan conditions has led to substantial modification
of contractual cash flows due to changes in loan currency and
adjusting the interest rate to market level. As a result, the Group
derecognised the original financial instrument with the result
from derecognition in profit or loss and a new financial asset
was recognized (Note 6).

ECL measurement.

Measurement of ECLs is a significant estimate that involves
determination methodology, models and data inputs. The follow-
ing components have a major impact on credit loss allowance:
definition of default, SICR, probability of default (“PD"), exposure
at default ("EAD"), and loss given default ("LGD"). The Group
regularly reviews and validates the models and inputs to the
models to reduce any differences between expected credit loss
estimates and actual credit loss experience (Note 27).
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4. NEW ACCOUNTING PRONOUNCEMENTS

IFRS 16, Leases (issued on January 2016 and effective for
annual periods beginning on or after 1 January 2019).

The Group decided to apply the standard from its mandatory
adoption date of 1 January 2019 using the modified retrospec-
tive method, without restatement of comparatives and using
certain simplifications allowed by the standard. Right of use
assets for property leases are measured on transition as if the
new rules had always applied. Right of use assets are measured
at the amount of the lease liability on adoption (adjusted for any
prepaid or accrued expenses).

In applying IFRS 16 for the first time, the Group has used the fol-
lowing practical expedients permitted by the standard: applying
a single discount rate to a portfolio of leases with reasonably
similar characteristics

= relying on previous assessments on whether leases are
onerous as an alternative to performing an impairment
review — there were no onerous contracts as at 1 January
2019,

== accounting for operating leases with a remaining lease term
of less than 12 months as at 1 January 2019 as short term
leases;

= excluding initial direct costs for the measurement of the
right of use asset at the date of initial application.

The weighted average incremental borrowing rate applied be the
Group to the leased liabilities on 1 January 2019 was 9%.

A reconciliation of the operating lease commitments disclosed
as at 31 December 2018 to the recognised liability as 1 January
2019 is as follows

In thousand RR 1January 2019

Total future minimum lease payments
for non cancellable operating leases as 3869 781
at 31 December 2018

Effect of discounting to present value (2 665 609)
Excluding rent agreements with flexible (11 516)
payments which are not depended on index

or rate

Total lease liabilities 1192 656

Non cancellable leases include those cancellable only: (a) upon the
occurrence of some remote contingency, (b) with the permission
of the lessor, (c) if the lessee enters into a new lease for the same
or an equivalent asset with the same lessor; or (d) upon payment
by the lessee of such an additional amount that, at inception of the
lease, continuation of the lease is reasonably certain.

As at 31 December 2019, lease liabilities include long term lease
liabilities in the amount of 1 167 888 thousand RR and short
term in the amount of 24 768 thousand RR.

A reconciliation of the right of use assets with mooring rights
and other intangible assets represented in the Consolidated
Statement of Financial Position as at 31 December 2018 is as
follows:

In thousand RR 1January 2019
Transfgr from mooring rights and other 3503714
intangible assets

Total future minimum lease payments 3869 781
for non cancellable operating leases as

at 31 December 2018

Effect of discounting to present value (2 665 609)
Excluding rent agreements with flexible (11 516)
payments which are not depended on index

or rate

Total right of use assets 4696 370

The following amended standards became effective from 1 January
2019, but did not have any material impact on the Group:

= |FRIC 23 “Uncertainty over Income Tax Treatments” (issued
on 7 June 2017 and effective for annual periods beginning
on or after 1 January 2019).

= Prepayment Features with Negative Compensation —
Amendments to IFRS 9 (issued on 12 October 2017 and
effective for annual periods beginning on or after 1 January
2019).

= Amendments to IAS 28 “Long term Interests in Associates
and Joint Ventures” (issued on 12 October 2017 and
effective for annual periods beginning on or after 1 January
2019).

= Annual Improvements to IFRSs 2015 2017 cycle
amendments to IFRS 3, IFRS 11, IAS 12 and IAS 23 (issued
on 12 December 2017 and effective for annual periods
beginning on or after 1 January 2019).

= Amendments to IAS 19 “Plan Amendment, Curtailment or
Settlement” (issued on 7 February 2018 and effective for
annual periods beginning on or after 1 January 2019).
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The information about the standards and interpretations that have
been issued but have not yet entered into force on the date the con-
solidated financial statements of the Group are issued is below. The
Group plans to apply these standards if they relate to its activities
when they enter into force:

Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture - Amendments to IFRS 10 and
IAS 28 (issued on 11 September 2014 and effective for
annual periods beginning on or after a date to be determined
by the IASB).

These amendments address an inconsistency between the re-
quirements in IFRS 10 and those in IAS 28 in dealing with the sale
or contribution of assets between an investor and its associate

or joint venture. The main consequence of the amendments is
that a full gain or loss is recognised when a transaction involves a
business. A partial gain or loss is recognised when a transaction
involves assets that do not constitute a business. The Group is
currently assessing the impact of the amendments on its consoli-
dated financial statements.

Definition of materiality — Amendments to IAS 1 and IAS 8
(issued on 31 October 2018 and effective for annual periods
beginning on or after 1 January 2020).

The amendments clarify the definition of material and how it should
be applied by including in the definition guidance that until now has
featured elsewhere in IFRS. In addition, the explanations accompa-
nying the definition have been improved. Finally, the amendments
ensure that the definition of material is consistent across all IFRS
Standards. Information is material if omitting, misstating or obscur-
ing it could reasonably be expected to influence the decisions that
the primary users of general purpose financial statements make

on the basis of those financial statements, which provide financial
information about a specific reporting entity. The Group is current-
ly assessing the impact of the amendments on its consolidated
financial statements.

Definition of a business — Amendments to IFRS 3 (issued on 22
October 2018 and effective for acquisitions from the beginning of
annual reporting period that starts on or after 1 January 2020).
The revise definition of a business. A business must have inputs
and a substantive process that together significantly contribute
to the ability to create outputs. The new guidance provides a
framework to evaluate when an input and a substantive process
are present, including for early stage companies that have not
generated outputs. An organised workforce should be present as
a condition for classification as a business if are no outputs. The
definition of the term ‘outputs’ is narrowed to focus on goods and
services provided to customers, generating investment income
and other income, and it excludes returns in the form of lower
costs and other economic benefits. It is also no longer necessary
to assess whether market participants are capable of replacing
missing elements or integrating the acquired activities and assets.
An entity can apply a ‘concentration test’. The assets acquired
would not represent a business if substantially all of the fair value
of gross assets acquired is concentrated in a single asset (or a
group of similar assets). The Group is currently assessing the im-
pact of the amendments on its consolidated financial statements.

Interest rate benchmark reform — Amendments to IFRS 9, IAS 39
and IFRS 7 (issued on 26 September 2019 and effective for annual

periods beginning on or after 1 January 2020). The amendments
were triggered by replacement of benchmark interest rates such
as LIBOR and other inter bank offered rates ("IBORs”"). The amend-
ments provide temporary relief from applying specific hedge
accounting requirements to hedging relationships directly affected
by the IBOR reform. Cash flow hedge accounting under both IFRS
9 and IAS 39 requires the future hedged cash flows to be “highly
probable”. Where these cash flows depend on an IBOR, the relief
provided by the amendments requires an entity to assume that the
interest rate on which the hedged cash flows are based does not
change as a result of the reform. Both IAS 39 and IFRS 9 require a
forward looking prospective assessment in order to apply hedge
accounting. While cash flows under IBOR and IBOR replacement
rates are currently expected to be broadly equivalent, which
minimises any ineffectiveness, this might no longer be the case
as the date of the reform gets closer. Under the amendments, an
entity may assume that the interest rate benchmark on which the
cash flows of the hedged item, hedging instrument or hedged risk
are based, is not altered by IBOR reform. IBOR reform might also
cause a hedge to fall outside the 80—125% range required by ret-
rospective test under IAS 39. IAS 39 has therefore been amended
to provide an exception to the retrospective effectiveness test
such that a hedge is not discontinued during the period of IBOR
related uncertainty solely because the retrospective effectiveness
falls outside this range. However, the other requirements for hedge
accounting, including the prospective assessment, would still
need to be met. In some hedges, the hedged item or hedged risk
is a non contractually specified IBOR risk component. In order for
hedge accounting to be applied, both IFRS 9 and IAS 39 require
the designated risk component to be separately identifiable and
reliably measurable. Under the amendments, the risk component
only needs to be separately identifiable at initial hedge designation
and not on an ongoing basis. In the context of a macro hedge,
where an entity frequently resets a hedging relationship, the relief
applies from when a hedged item was initially designated within
that hedging relationship. Any hedge ineffectiveness will continue
to be recorded in profit or loss under both IAS 39 and IFRS 9. The
amendments set out triggers for when the reliefs will end, which
include the uncertainty arising from interest rate benchmark
reform no longer being present.

The amendments require entities to provide additional informa-
tion to investors about their hedging relationships that are direct-
ly affected by these uncertainties, including the nominal amount
of hedging instruments to which the reliefs are applied, any sig-
nificant assumptions or judgements made in applying the reliefs,
and qualitative disclosures about how the entity is impacted by
IBOR reform and is managing the transition process.

Amendments to the Conceptual Framework for Financial
Reporting (issued on 29 March 2018 and effective for annual
periods beginning on or after 1 January 2020).

The revised Conceptual Framework includes a new chapter on
measurement; guidance on reporting financial performance;
improved definitions and guidance in particular the definition of
a liability; and clarifications in important areas, such as the roles
of stewardship, prudence and measurement uncertainty in the
consolidated financial reporting.

Other new or amended standards and interpretations are either
irrelevant for Group or are not expected to have any impact.
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9. SEGMENT INFORMATION

Operating segments are business units that are engaged in
business activities that may earn revenues or incur expenses,
the operating results of which are regularly reviewed by the chief
operating decision maker (CODM) and for which discrete finan-
cial information is available. The CODM is the person or group of
persons responsible for allocating resources and assessing the
performance of the entity. The CODM'’s functions are performed
by the members of the parent company’s Board of Directors.

For managerial purposes, the Group is organised into three
operating divisions container, grain and service. The Group also
includes certain companies that cannot be allocated to a specific
division. Such entities include investment and management
companies in the holding segment.

is represented by a technologically
advanced container terminal 000
NUTEP. 000 NUTEP also has

a ferry auto complex for Ro Ro
cargo handling.

Container segment

Grain segment is represented by grain terminal,
AO KSK, which also handles

general and RoRo cargo.

Service segment is represented by company
000 SC DELO, which provides
bunkering, agency service and
towing operations in the port of

Novorossiysk.

The CODM evaluates the performance of each segment based
on several operational and financial metrics, including earnings
before interest, tax, depreciation and amortisation (EBITDA).

EBITDA is calculated as profit for the year adjusted for finance
income, finance costs and other operating income and expenses
net, depreciation and amortisation, share in the profit of associ-
ates, net foreign exchange gains/ losses from financing activi-
ties, gain arising from derecognition of financial asset measured
at amortised cost and income tax (see note 22). The segment
profit or loss, segment assets and segment liabilities are meas-
ured applying the same policies as are used in the preparation of
these consolidated financial statements.

Non current assets referring to all three operating segments are
located in Novorossiysk, Krasnodar region. All segment revenue
is generated in Novorossiysk, Krasnodar region. Operations be-
tween segments are proceeded on market conditions. Segment
information does not include information about dividends distri-
bution and balance of payments between segments and holding
companies.

The table below represents revenue by segment and type of
services:

In thousand RR 2019 2019, % 2018 2018, %
Container segment 4912234 49,9 4044954 33,9
Container cargo handling 3060 495 - 2418783 -
Storage services 910 687 - 759 239 -
Inspection services 544 386 - 456 762 -
General cargo handling 40751 - 63 672 -
Ro Ro handling 3284 - 8200 -
Other port services 352 631 - 338298 -
Grain segment 3362 569 342 6017 165 50,5
Grain handling 3227185 - 5892 330 -
General cargo handling - - 102 -
Ro Ro handling 18 239 - 4302 -
Other port services 117 145 - 120 431 -
Service segment 1559 871 159 1856 925 15,6
Bunkering segment 1024 056 - 1421284 -
Towing services 428 750 - 378423 -
Other port services 107 065 - 57218 -

TOTAL

9834674 100 11919 044 100
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Operating segments (Container, Grain, Service) are reportable
segments.

000 NUTEP revenue mainly consists of load handling, storage
and inspections of containers. Also, 000 NUTEP has revenue
from handling of general cargo and Ro Ro cargo. 000 NUTEP
applies a range of tariffs each relevant for a certain service
offered by the terminal or type of container handled, including
but not limited to empty vs loaded containers, 20 ft vs 40 ft con-
tainers, regular vs reefer containers, interterminal movements,
inspections, removal of hatches, container locks, passes, etc.

General cargoes are primarily represented by palleted perishable
goods such as fruits and vegetables delivered to OO0 NUTEP by
ferries. They are towed out from ferries by terminal tugs and then
discharged into auto trucks.

Ro Ro handling operations are represented by self automated trucks
and lorries and are described in a separate paragraph below.

Revenue from storage services is dependent on the number of
days that a container stays on the terminal territory. The terminal
typically offers several days of free storage, and subsequently,
applies a progressive tariff, incentivizing cargo owners to expedi-
ently remove containers from the site.

Inspections are a function of customs service — Novorossiysk
customs decide which containers to check and what level of
inspection is required. The terminal is responsible for facilitating
inspections — delivery of container to inspection site and dis-
charge. Other revenue includes a combination of port services,
which combined share does not exceed 10% of the total 000
NUTEP's revenue.

AO KSK revenue comes from grain loading operations. The termi-
nal may charge its clients a different rate for different type of
grain and volumes of grain loading. Freight forwarding is charged
separately since clients of AO KSK retain an option to use their
own agent and freight forwarder.

Ro Ro handling revenue is represented by handling of self
automated cars, trucks and lorries on 000 NUTEP (Container
segment). For AO KSK (Grain segment) Ro Ro handling opera-
tions have been represented solely by handling of cars.

000 SC DELO revenue comes from bunkering, agency and tow-
ing services in the port of Novorossiysk. The company bunkers
the vessels calling Novorossiysk either during loading, or at sea,
with fuel oil and/or diesel. 000 SC DELO purchases fuel from
Russian refineries. Fuel oil accounts for 99% of total purchase
and sales volume in terms of quantity. Towing and agency servic-
es are performed by own tugboats and agency department. In
2019, 000 SC DELO operated on five tugboats and, in addition, is
awaiting the commissioning of the sixth tugboat in 2021.

Operational risks

There is a risk of fluctuations in cargo turnover, which can be
caused by the restriction of the export of certain types of cargo.
This risk is mitigated by Russia’s growing export potential. The
Group's balanced operating model proved consistent during
times of sharp fluctuations in container turnover in 2015 and
when grain duty was introduced in 2015 2076.

The Group depends on a relatively limited number of major cus-
tomers (shipping lines and grain traders) for a significant portion
of its business. These customers are influenced by conditions of
their market sector, which can result in changes in their forecasts
for transshipment through DeloPorts Group’s terminals. The
Group regularly communicates with key customers and actively
monitors changes that might affect customers’ demand for the
Group’s services. In addition, the points of growth for the Group’s
business continue to be the demand for high quality transship-
ment services and the development of terminal infrastructure by
improving service conditions and introducing additional capacity.

Segment information for the reportable segments for the year
ended 31 December 2019 is set out below:

Recon-

ciliation

adjustments

Total for Inter
. . . operating . segment Total for

In thousand RR Container  Grain Service segments  Holdings eliminations the Group
External revenue 4912234 3362 569 1555240 9830 043 4631 - 9834674
Revenues from other segments 19 515 8352 - 27 867 67729 (95 596) -
Total revenue 4931749 3370 921 1555240 9857910 72 360 (95 596) 9834 674
Cost of sales (1425402) (545 546) (1130984)  (3101932) (45 243) 65 669 (3 081 506)
Selling and administrative expenses (159 954) (96 930) (78 572) (335 456) (310 673) 13369 (632 760)
Foreign exchange gain/(loss) from (37223) 13136 (38247) (62 334) - - (62 334)
operating activities
Other operating income/(expenses), net 17 497 (18 087) (2727) (3317) (216 487) - (219 804)
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Recon-

ciliation

adjustments

Total for Inter
) ) ) operating ] segment  Total for
In thousand RR Container  Grain Service segments  Holdings eliminations the Group
Operating profit/(loss) 3 326 667 2723 494 304710 6 354 871 (500 043) (16 558) 5838 270
Finance income/(expenses), net (244 637) (45297) (39 404) (329 338) (15773) 14817 (330294)
Share of result of associate - - (6 377) (6 377) - - (6 377)
Gain arising from the derecognition of - - - - 197 593 - 197 593
financial assets measured at amortised
cost
Gain from disposal of subsidiary - - - - 165 355 - 165 355
Foreign exchange (losses)/gains from 271966 25333 207 333 504 632 (39728) - 464 904
financing activities
Profit before income tax 3353 996 2703530 466 262 6523788 (192 596) (1741) 6 329 451
Income tax expense (674 426) (541 482) (95 537) (1311 445) (114 646) (40 035) (1466 126)
Profit for the year 2679 570 2162 048 370725 5212 343 (307 242) (41776) 4 863 325
EBITDA, Note 22 3794123 2882839 375843 7 052 805 (278 828) (19 243) 6754734
Additions to property, plant and equipment, 2928 108 1145318 15558 4088984 47 318 3146 4139 448
Note 7
AS AT 31 DECEMBER 2019
Total reportable segment assets 15155729 5617 694 2319 562 23092985 13958 825 (362 183) 36 689 627
Total reportable segment liabilities (8040111)  (4703009) (1433 241) (14176 361) (12828 467) 362183 (26 642 645)
Segment operating expenses included in cost of sales and selling and administrative expenses for the year ended
31 December 2019 were as follows:

Recon-

ciliation

adjustments

Total for Inter
_ ) ) operating ) segment  Total for

In thousand RR Container  Grain Service segments  Holdings eliminations the Group
Cost of oil products - - 850 891 850 891 - - 850 891
Staff costs 592 458 266 246 147 592 1006 296 110972 (34 459) 1082 809
Depreciation of property, plant and 341167 133 371 68 406 542 944 2824 (2 685) 543 083
equipment
Rent expenses 12 892 3905 - 16797 - - 16797
Amortisation of right of use assets and 143 786 7 887 - 151 673 1904 - 153 577
other non current assets
Purchased services (including auditand 140 526 32708 53976 227210 70244 (32 080) 265374

consulting services)
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Recon- Segment operating expenses included in cost of sales and selling and administrative expenses for the year ended
ciliation 31 December 2018 were as follows:
adjustments
Total for Inter Recon-
) ) ) operating ) segment  Total for ST
In thousand RR Container  Grain Service segments  Holdings eliminations the Group adjustments
Repairs and maintenance of property, 92 926 33899 2165 128 990 1235 - 130225
plant and equipment Total fqr Inter
) ) ) operating ) segment  Total for
Taxes other than income taxes 82 266 37888 60 120214 - - 120214 In thousand RR Container  Grain Service segments  Holdings eliminations the Group
Fuel, electricity and gas 94 679 44 523 16 611 155813 940 - 156 753 Cost of oil products - - 1093729 1093729 - - 1093729
Other expenses 84 656 82 049 69 855 236 560 167 797 (9814) 394 543 Staff costs 456 959 373816 116127 946 902 99930 (23 385) 1023 447
Depreciation of property, plant and 229 476 158 543 38929 426 948 802 (1472) 426 278
Total expenses 1585 356 642 476 1209 556 3437 388 355 916 (79 038) 3714 266 equipment
Operating lease rentals 218 541 34 489 - 253030 - - 253 030
) ) ) Amortisation of intangible assets 107 548 40 - 107 588 1144 - 108 732
Segment information for the reportable segments for the year ended 31 December 2018 is set out below:
Purchased services (including auditand 107 434 16 450 58 962 182 846 52922 (20 453) 215315
consulting services)
Recon- . .
ciliation Repairs and maintenance of property, 82578 47 052 2105 131735 - - 131735
adjustments plant and equipment
Total for Inter Taxes other than income taxes 44139 36418 86 80 643 - - 80 643
operating segment Total for N _
In thousand RR Container  Grain Service segments  Holdings  eliminations the Group i = cctricity and gas 71461 S0478 11284 133223 808 134031
External revenue 4044954 6017165 1856925 11919044 - - 11919 044 it ©xpenses 877108 76234 61273 224615 54516 (5329) 273808
Revenues from other segments 12763 6767 - 19 530 77 479 (97 009) - Total expenses 1405 244 793 520 1382 495 3581259 210122 [50 533] 3740748
Total revenue L 057717 6 023 932 1856 925 1938574 71479 (97 009) 11919 044
Cost of sales (1276305) (680115)  (1317950) (3274370) (29 354) 45 649 (3258 075)
Selling and administrative expenses (128 939) (113 405) (64 545) (306 889) (180 768) 4984 (482 673) 6. BALANCES AND TRANSACTIONS WITH RELATED PARTIES
Foreign exchange loss from operating 874 3252 63 849 67975 - - 67975
activities The Group had the following categories of related parties as at 31 December 2019 and for the year then ended 31 December 2019:
Other operating income/(expenses), net (14 833) (213 345) (5481) (233 659) (63 990) - (297 649) 1. Parent company;,
Operating profit/(loss) 2638514 5020319 532798 8191631 (196 633) (46 376) 7 948 622 B Etitics under common control
Finance (expenses)/income, net (90 244) 30954 (40 462) (99 752) (62 485) - (162 237)
. 3. Associates;
Share of result of associate - - 2243 2243 - - 2243
Foreign exchange (losses)/gains from (298 694) (28 929) (171 229) (498 852) 20814 - (478 038) 4. Key management personnel;
financing activities
Profit/(loss) before income tax 2 249 576 5 022 34k 323 350 7595 270 (238 304) (46 376) 7310 590 5. Other related parties. Other related parties include a non controlling shareholder which is able to exercise significant influence

on the Group’s significant subsidiary and companies on which the parent company of the Group is able to exercise significant
Income tax (expense) /credit (469 089) (1006955) (64712) (1540756) (60 631) (1777) (1603 164) influence. Related parties are also the Government and government related companies because in 2019 a state-owned company
became a shareholder of the parent company with a significant influence over the Group.

Profit/(loss) for the year 1780487 4015389 258 638 6054514  (298935)  (48153) 5707 426

Profit for the year for discontinued - - - - 400 491 - 400 491 At 31 December 2019, the outstanding balances with related parties were as follows:

operations

EBITDA, Note 22 2990 371 5392247 577 208 8959 826 (130 697) (47 848) 8781 281 Parent company Entities under Associates 0they related
Additions to property, plant and 2373687 1437003 798 743 4609433 786 (48 255) 4567 964 In thousand RR common control parties
equipment, Note 7 Trade and other receivables - 136 329 - 1095

AS AT 31 DECEMBER 2018 Loans issued* 13974163 - - -

Total reportable segment assets 11828979 5163 551 2432992 19425522 14405466 (236761) 33594 227 Trade and other payables - (15074) - (188 385)
Total reportable segment liabilities (5709609) (2374736) (1718045) (9802390) (13564576) 236761 (23 130 205) Bonds (104 708) - - -

* Information about interest rates and currency of loans issued is disclosed in Note 27.
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The income and expense items with related parties for the year ended 31 December 2019 were as follows:

Parent company  Entities under Associates Other related
In thousand RR common control parties
Revenue - 1260 241 - 1249926
Cost of sales - (39 407) (865) -
Selling and administrative expense - (6 506) - -
Gain arising from derecognition of financial asset - 197 593 - -
measured at amortised cost
Finance income 908 216 9074 - -
Finance expense (55 473) - - -
At 31 December 2018, the outstanding balances with related parties were as follows:
Parent company  Entities under Associates Other related
In thousand RR common control parties
Prepayments for non current assets - 5302 - -
Trade and other receivables - 90 595 - 2853
Loans issued* 13 676 485 233 550 - -
Trade and other payables - (8104) (850) (6 409)
Bonds (417 924) - - -
* Information about interest rates and currency of loans issued is disclosed in Note 27.
The income and expense items with related parties for the year ended 31 December 2018 were as follows:
Parent company  Entities under Associates Other related
In thousand RR common control parties
Revenue - 972 202 - 3691028
Cost of sales - (39 095) (7 659) -
Selling, general and administrative expense - (3975) - -
Gain arising from derecognition of financial asset 400 491 - - -
measured at amortised cost
Finance income 781 060 5395 937 -

Construction in progress additions.

In 2019, construction in progress additions from entities under
common control of the Group amounted to 4 993 thousand RR
(2018: 20 362 thousand RR).

Management remuneration.

Total compensation to 8 (2018: 8) representatives of key
management personnel, included in staff costs in the
consolidated statement of comprehensive income, amounted to
86 032 thousand RR for 2019 (2018: 105 299 thousand RR).

Dividends.
In 2019, the Group distributed dividends to the owners of the
Company in the amount of 4 055 000 thousand RR and to non

controlling interests in the amount of 1 009 082 thousand RR
(2018: to the owners of the Company 4 000 500 thousand RR,
to non controlling interests 1 087 871 thousand RR).

Loans issued.

Fair value of loans issued is within Level 2 of the fair value
hierarchy. In 2019, a loan was issued to the person with ultimate
control over the group in the amount of 737 050 thousand RR.
This loan was repaid by offsetting mutual claims by concluding
a tripartite agreement: the loan amount was offset against divi-
dends declared to the parent company UC Delo.

Accounting for loans issued to parent company.
In 2019, the Group changed the conditions for issuing a loan to
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the company under common control. As of 31 December 2018,
the loan was denominated in US dollars in the amount of 233
550 thousand RR at a rate of 3,75%. The estimated reserve for
expected credit losses on this loan amounted to 197 593 thou-
sand RR. In 2019, the terms of the loan were amended: the par-
ent company became the borrower, the currency was changed to
Russian Roubles and interest rate became 7,5%. As a result, the
Group ceased to recognize the financial asset with the attribution
of the result from derecognition for the profit and loss for the
period in the amount of 197 593 thousand RR and income tax in
the amount of 39 519 thousand RR and recognized a new finan-
cial asset. The Group consider that the rate of 7,5% is in line with
market rate for comparable financial instruments. In 2019, the
Group issued a short term loans to the parent company in the
amount of 1 440 000 thousand RR. Balance of short term loans
issued as at 31 December 2019 was 4 886 269 thousand RR (31
December 2018: 3 470 904 thousand RR). Short term loans are
nominated in Russian Roubles, interest rate is 7,8% (2018: 9,4%).

In 2018, the Group issued a long term loan to the parent com-
pany in the amount of 8 820 000 thousand RR at the rate of 7%
and with maturity in April 2021. At initial recognition, this loan
was accounted for at fair value, which was determined on the
basis of market rates for comparable financial instruments at
the level of 8,3%, resulting in an effect in the amount of 320 393
thousand RR reflected directly in equity (decreased by the effect
of deferred income tax on this transaction in the amount of 80
098 thousand RR). Subsequently, the terms of the loan were
amended: currency was changed to US dollars and interest rate
became 6,44%. As a result, the Group derecognised the financial

1. PROPERTY, PLANT AND EQUIPMENT

asset recording the result of the derecognition in the amount of
400 091 thousand RR and income tax in the amount of 80 098
through profit and loss and recognized new financial asset. The
Group considers that the rate of 6,44% is in line with market rates
for comparable financial instruments.

According to the Group assessment, interests on loans include
only consideration for credit risk and time value of money. The
terms of loan agreement suggest to redeem the principal and
interests accrued by cash. Based on that, the Group considers
that contractual cash flows represent solely payments of princi-
pal and interest. Thus, long term loan issued in the amount of 9
087 894 thousand RR and short term loans issued in the amount
of 4 474 637 thousand RR as at 31 December 2019 should be
classified as financial assets at amortised cost.

A guarantee issued to a related party.

In 2019, the Group issued a guarantee on the loan obligation of
the parent company in the amount of 4 000 000 thousand RR
addressed to the government related party.

ECL for loans issued.

Allowance for expected credit loss is impacted by a variety of
factors, details of ECL measurement are provided in Note 27. In
2019, there was allowance recovery of ECL on a loan issued to a
company under common control in the amount of 197 593 thou-
sand RR. The Group performed analysis of ELC measurement for
all loans issued and concluded that allowance for expected cred-
it loss in respect of loans issued to companies under common
control as at 31 December 2019 was not needed.

The changes in carrying amounts of property, plant and equipment were as follows:

Land Buildings Construc- Machinery ~ Other Construction Total
tions and equip- in progress

In thousand RR ment
Cost at 1 January 2018 68 356 308 097 4382 522 3314392 106 299 2068777 10 248 443
Accumulated depreciation - (95920) (961 689) (1071 591) (57 413) - (2186 613)
Carrying amount 68 356 212177 3420833 2242 801 48 886 2068777 8 061830
at 1)January 2018
Additions - - 779 36 952 17771 4 506 462 4561964
Transfers - 14011 49 108 841362 312 (904 793) _
Disposals - - (3 626) - (8 296) - (11922)
Depreciation charge, Note 17,18 - (14 939) (194 286) (206 526) (10 527) - (426 278)
Reclassification from assets - - - - - (272 141) (272 1)
held for sale
Carrying amount 68 356 211249 3272808 2 914 589 48 146 5398 305 11913 453
at 31 December 2018
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Land Buildings Construc- Machinery  Other Construction Total
tions and equip- in progress

In thousand RR ment
Cost at 31 December 2018 68 356 322109 4426 443 4191 606 113937 5398305 14 520 756
Accumulated depreciation - (110 860) (1153 635) (1277 017) (65791) - (2 607 303)
Carrying amount 68 356 211249 3272808 2 914 589 48 146 5398 305 11913 453
at 31 December 2018
Additions 2877 - - 5316 61225 4070030 4139 448
Transfers - 45264 5003 343 1880517 16 263 (6945387)  _
Disposals - (164) (20 930) (1 604) (48 275) (3232) (74 205)
Depreciation charge, Note 17,18 - (16 467) (250 774) (258 689) (17 153) - (543 083)
Carrying amount 71233 239 882 8 004 447 4540129 60 206 2519716 15 435 613
at 31 December 2019
Cost at 31 December 2019 71233 367 209 9406 720 6066 210 138174 2519716 18 569 262
Accumulated depreciation - (127 327) (1402 273) (1526 081) (77 968) - (3133 649)
Carrying amount 7233 239 882 8 004 447 4540129 60 206 2519716 15 435 613
at 31 December 2019

As at 31 December 2019, property, plant and equipment of 000
NUTEP and 000 SC DELO carried at 735 022 thousand RR (31 De-
cember 2018: 1 884 279 thousand RR) have been pledged to third
parties as collateral for borrowings.

Borrowing costs in the amount of 211 213 thousand RR and associ-
ated foreign exchange losses in the amount of 32 979 thousand RR
were capitalised in 2019 at the rate of capitalisation of 8,7% (2018:
borrowing costs in the amount of 190 913 thousand RR and associ-
ated foreign exchange losses in the amount of 67 193 thousand RR
at the rate of capitalisation of 8,7%).

Depreciation expense of 543 083 thousand RR (2018: 426 278
thousand RR) has been charged to cost of sales amounting to 522
145 thousand RR (2018: 410 205 thousand RR) and to selling and
administrative expenses amounting to 20 938 thousand RR (2018:
16 073 thousand RR).

Prepayments for non current assets consist mainly of advances
issued for construction of AO KSK's grain terminal and construction
of the 6th tugboat for 000 SC DELO.

In 2018, payment for 4th tugboat in the amount of 257 701 thou-
sand RR were transferred to the supplier's accounts by Rabobank
at the expense of credit line without cash transit through 000 SC
DELO accounts, thus, these payments were not reflected in the
consolidated statement of cash flows.

In 2018, gas generator unit of AO KSK was transferred to non cur-
rent assets held for sale as the Group’s management approved an
active program to sell the asset in 2019. At the moment of transfer,
the asset was recognised at fair value which is within Level 2 of the
fair value hierarchy. As a result, impairment loss was accrued in the

amount of 207 975 thousand RR and included into other operating
expenses (Note 19). In 2019, gas generator was sold for 77 300
thousand RR.

In 2018, the 4th and 5th tugs were built for OO0 SC DELO and put
into operation.

In 2019, a unique deep sea berth was opened at 000 NUTEP con-
tainer terminal, which has no analogues on the Black Sea coast and
is capable of accepting ocean going container ships of up to 10 000
TEUs. As a result of the commissioning of the deepwater pier, the
throughput of the container terminal increased to 700 000 TEU.

8. GOODWILL

Goodwill related to grain and container terminals was formed as
a result of acquisition of mentioned assets by DeloPorts Group
in 2007 and 2011 correspondingly. Goodwill is allocated to cash
generating units (CGUs), which represent the lowest level within
the Group at which the goodwill is monitored by management
and which is not larger than the operating segment itself, as
follows:

31 December 31December

In thousand RR 2019 2018
Grain terminal CGU 66 671 66 671
Container terminal CGU 123 395 123 395

Total carrying amount of goodwill 190 066 190 066
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The recoverable amount of each CGU was determined based
on value in use calculations. Cash flow models were prepared
in US Dollars. These calculations use cash flow projections
based on financial budgets approved by management cover-
ing a 5 year period. Cash flows beyond the 5 year period are
extrapolated using the estimated growth rates stated below.
The growth rates do not exceed the long term average growth
rate for the business sector of the economy in which the CGU
operates. A reasonable change in key assumptions would not
cause an impairment of goodwill. Key assumptions are de-
termined on the basis of market analysis which is performed
regularly.

Assumptions used for value in use calculations to which the
recoverable amount is most sensitive were:

= Growth rate beyond 5 years is 0% both for grain CGU "KSK"
and container CGU “NUTEP” taking into account US Dollar
cash flows;

== Discount rate, calculated in US Dollars, is 10,3% for KSK and
NUTEP;

= Average annual volume growth rate for grain cargo for 2020
2024 is 0 54% for KSK and 0 47% for container cargo for
NUTEP.

No impairment was identified as a result of the impairment

test as the recoverable amounts exceeded carrying value of

CGUs. Reasonable change of assumptions will not lead to the

situation when recoverable amount is less than carrying value

of CGUs.

9. RIGHT OF USE ASSETS, MOORING RIGHTS AND LEASE LIABILITIES

The Group leases various mooring berths, buildings and other
constructions. Rental contracts are typically made for fixed peri-
ods of 11 months to 50 years.

Until 31 December 2018, leases of property, plant and equipment
were classified as operating leases. Refer Notes 30 and Note 25.
From 1 January 2019, leases are recognised as a right of use
asset and a corresponding liability from the date when the leased
asset becomes available for use by the Group.

Right of use assets

Note Mooring Mooring Buildings Total
rights berths and other
construc-

In thousands of Russian Roubles tions
Cost at 1 January 2018 4338908 - - 4338908
Accumulated amortisation (727 938) - - [727 938]
Carrying amount at 1 January 2018 3610970 - - 3610 970
Amortisation charge 17,18 (107 256) - - [107 255]
Carrying amount at 31 December 2018 3503 714 - - 3503 714
Cost at 31 December 2018 4338908 - - 4338908
Accumulated amortisation (835194) - - (835194)
Carrying amount at 31 December 2018 3503 714 - - 3503 714

B rers (3503714) 3503714 - -
Discounted present value of future minimum lease payments under - 1182939 9717 1192 656
operating leases without early repayment

Carrying amount at 1 January 2019 - 4 686 653 g7 4696 370
Revaluation of lease agreements - 125204 - 125 204
Additions - - 27 894 27 894
Amortisation charge 17,18 - (144632)  (6777) (151 409)
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In thousands of Russian Roubles

Carrying amount at 31 December 2019
Cost at 31 December 2019

Accumulated amortisation
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11. INVENTORIES

Right of use assets

Carrying amount at 31 December 2019

Note Mooring Mooring Buildings Total 31 December 31 December

rights berths and other In thousand RR 2019 2018
construc-
tions Fuel and spare parts 189 733 128 381

- 4 667 225 30 834 4698 059 Oil products for resale 11672 18 146

- 5684 662

S G470 376 Total inventories 201405 146527
- (979826)  (6777) (986 603)
- 4 667 225 30834 4698 059

In 2011, DeloPorts acquired intangible assets as part of 100%
000 NUTEP consolidation. The fair value was determined by an
independent appraiser as of the acquisition date. Mooring rights
represent the long term lease rights to hydro technical infrastruc-
ture in Novorossiysk, Krasnodar region, owned by the state. The
residual useful life balance of mooring rights is 33 years.

The Group recognised lease liabilities as follows:

31December 1 January

In thousands of Russian Roubles 2019 2019
Short term lease liabilities 20342 24768
Long term lease liabilities 1298374 1167 888
Total lease liabilities 1318 716 1192 656

Interest expenses included in financial expenses in 2019 are
1171 723 thousand RR.

10. INVESTMENT IN ASSOCIATE

In thousand RR 2019 2018

12. TRADE AND OTHER RECEIVABLES

Expenses related to short term leases (included in the cost of
sales and selling and administrative expenses) and leases of low
value assets that are not included in short term leases (included
in selling and administrative expenses) amounted to 19 400

31 December 31December
In thousand RR 2019 2018

thousand RR. Trade receivables 526 886 431 705
The costs of variable lease payments not included in the lease Jision for expected credit losses  (39) (289)
liabilities, which are allocated to the cost of sales and selling and ] -
administrative expenses in 2019 are 2 257 thousand RR. As at }lrade rec?"(’jablez.ltelss provision 526 847 431416
31 December 2019, future (undiscounted) cash flows are 35 850 jepected credrt Josses
thousand RR to which the Group is potentially exposed during Other receivables 71515 44993
the lease term were not included in the lease liability because
they included variable lease payments that depend on from Financial receivables 598 362 476 409
external factors not controlled by the Group.
VAT recoverable 141 535 351223
Total amount of cash payments under the lease in 2019 are
157 570 thousand RR. Prepayments 51180 50 959
Other taxes receivable 639 1757
Receivables from employees 8909 8290
Prepayment of current income tax 20 4304
Total trade and other receivables 800 645 892 942

At 31 December 2019 and for the year then ended, the Group’s
interest in its principal associate, which is unlisted, and its sum-
marised financial information, including total assets, liabilities,

Carrying amount at 1 January 6 377 4134 revenues and profit, was as follows: 13. CASH AND CASH EQUIVALENTS
Share of result of associate (6377) 2243
31 December 31December
Carrying amount at 31 December - 6377 In thousand RR 2013 2018
Cash in hand 382 205
Name Total assets Total liabilities Revenue Loss % interest held i fhin transit 1 -
Cash at bank 322 441 682 744
LLC Aquaspas 20913 20912 18 198 (25511) 25%
Short term bank deposits (less than 773 933 1038832
At 31 December 2018 and for the year then ended, the Group’s marised financial information, including total assets, liabilities, 90 days)
interest in its principal associate, which is unlisted, and its sum- revenues and profit, was as follows: Total cash and cash equivalents 1096 767 1721781
Name Total assets Total liabilities Revenue Profit % interest held
LLC Aquaspas 35831 10323 76 987 8971 25%

There were no impairment write downs of inventories in 2019
and 2018.

The Group applies the IFRS 9 simplified approach to measur-
ing expected credit losses, which uses a lifetime expected loss
allowance for all trade and other receivables.

To measure the expected credit losses, trade and other receiva-
bles have been grouped based on shared credit risk characteris-
tics and the days past due.

The expected loss rates are based on the payment profiles of
sales over a period of 36 month before 31 December 2019 and
31 December 2018 respectively and the corresponding historical
credit losses experienced within this period.

Analysis of trade and other receivables revealed that the Group
has no overdue and not reserved trade and other accounts
receivable as at 31 December 2019 and 31 December 2018.
Financial receivables, stated as at 31 December 2019, will be
settled within six months from the reporting date.

The fair value of receivables approximates their carrying value as
the impact of the discounting is insignificant and is within Level 2
of the fair value hierarchy.

The average interest rate on short term deposits at 31 December
2019 was 5,40% (31 December 2018: 5,53%). These deposits
have average original maturity of 24 days at 31 December 2019
(31 December 2018: 48 days). At 31 December 2019, these
deposits have average period to maturity of 18 days from the
reporting date (31 December 2018: 29 days).

The Group had no deposits with maturity at the moment of
placement from 90 to 365 days at 31 December 2019. As at 31
December 2018 had deposits with maturity at the moment of
placement from 90 to 365 days in the amount of 115 100 thou-
sand RR. The average interest rate on these deposits at 31 De-
cember 2018 was 7,15%. These deposits have average original
maturity of 110 days as at 31 December 2018. These deposits
have average period to maturity of 51 days from the reporting
date as at 31 December 2018.
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As at 31 December 2019 and 31 December 2018, there were no
encumbered funds.

14. BORROWINGS

31 December 31December

In thousand RR 2019 2018
Short term borrowings 3114790 1839932
Short term bonds with nominal 157 757 162777
in Russian Roubles

Short term bonds with nominal 134 567 149 261
in USD

Long term borrowings 7 648 993 5792 047
Long term bonds with nominal 3500 000 3500 000
in Russian Roubles

Long term bonds with nominal 8 666 798 9725884
in USD

Total borrowings 23222905 21169 901

In April 2018, the Company placed 140 min USD bond issue
with a maturity period of 7 years and a coupon rate of 6,75% per
annum.

Bank loans are subject to pledges (Note 7) and covenants (Note
25). Interest rate for long term and short term loans and borrow-
ings are disclosed in Financial Risk Management note (Note 27).

The fair value of bonds equals to 12 343 436 thousand RR as at
31 December 2019 (31 December 2018: 13 193 998 thousand
RR) and is within Level 1 of the fair value hierarchy. The carrying
amount of other borrowings does not materially differ from its
fair value as the impact of discounting is not significant. The
fair value of other borrowings is within Level 2 of the fair value
hierarchy.

During the period from 2017 to 2019, the Group received borrow-
ings for the reconstruction of the grain terminal in the amount
of 1332 187 thousand RR with interest rates subsidised by the
government, which was lower compared to market interest rates.
Were loans received accounted for at market interest rates, the
balance of borrowings would have been lower than the current
balance for the amount of discontinued difference between inter-
est rate provided by the government as subsidy and market rate

In 2018, the Group received a gain on sale of foreign currency in
the amount of 620 004 thousand RR. This amount is included
into the line “Effect of exchange rate changes on cash and cash
equivalents” in the consolidated statements of cash flows. In
2019, there were no currency sales operations.

in the amount of 151 9917 thousand RR (31 December 2018: 172
653 thousand RR). The Group did not separate deferred income
for this government subsidy from current borrowings balance.

Debt reconciliation

The table below sets out an analysis of debt and the movements
in the Group’s liabilities from financing activities for each of the
periods presented. The items of these liabilities are those that
are reported as financing in the consolidated statement of cash
flows:

In thousand RR 2019 2018
Opening balance at 1 January 21169901 8077276
Proceeds from borrowings at - 257 701
Rabobank for tugboat purchase

Proceeds from other borrowings 7 556 993 4621773
Bond issue - 8199 906
Repayment of borrowings (3952580) (1585 406)
Bond redemption (1985) (668 931)
Interest accrued 1443 897 1179039
Bank commissions and other finance - 82 251

expenses accrued

Interest paid (1425181) (1024 622)

Bank commissions and other finance - (145 557)
expenses paid

Foreign exchange differences (1568140) 2176471
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15. TRADE AND OTHER PAYABLES

31 December 31December

In thousand RR 2019 2018
Trade payables 74990 50 346
Other payables 21855 21 866
Payables for fixed assets 90743 256 373
Financial payables 187 588 328 585
Advances from customers 242 598 110787
Other taxes payable 94 383 53439
Payables to employees 88 799 109 695
Accruals and provisions 55752 47 656

Total trade and other payables 669 120 650 162

Closing balance at 31 December 23222905 21169 901

Payment for the tugboats financed by Rabobank were trans-
ferred to the supplier's accounts by Rabobank at the expense of
credit line without cash transit through OO0 SC DELO accounts,
thus, these payments were not reflected in the consolidated
statement of cash flows.

Advances from customers are represented by contract liabilities.
The carrying amounts of trade and other payables do not materi-
ally differ from their fair value, as the impact of the discounting is
insignificant and is within Level 3 of the fair value hierarchy.

16. REVENUE
In thousand RR 2019 2018
Grain handling 3227185 5892330
Container cargo handling 3060 495 2418783
Bunkering 1024 056 1421284
Storage services 910 687 759 239
Inspection services 544 386 456 762
General cargo handling 40751 63774
Ro Ro handling 21523 12 502
Towing services 428 750 378 423
Other port services 576 841 515947
Total revenue 9834674 11919 044

All revenue is represented by revenue from contracts with cus-
tomers.

All Group revenue is generated at port Novorossiysk of the Kras-
nodar region.

The revenue is recognised from all performance obligations at
a point in time besides revenue from storage services which is
recognised over time.

17. COST OF SALES

In thousand RR 2019 2018
Cost of oil products 850 891 1093729
Staff cost 767 447 715249
Depreciation of property, plant and 522 145 410 205
equipment

Purchased services 193145 157 448
Amortisation of right of use assets 153 577 -

and other non current assets

Fuel, electricity and gas 152 038 129 561
Repair and maintenance of property, 120 748 125834
plant and equipment

Taxes other than income taxes 120 214 80 643
Security services 88 336 89 494
Materials 19 823 23 457
Rent expenses, Note 9 16 797 253 030
Insurance 6 246 10 936
Amortisation of mooring rights and - 107 513
other intangible assets

Other expenses 70099 60976
Total cost of sales 3081506 3258 075

In 2019, contributions to pension fund of the Russian Federation
related to cost of sales amounted to 113 259 thousand RR (2018:
124 942 thousand RR).

18. SELLING AND ADMINISTRATIVE EXPENSES

In thousand RR 2019 2018
Staff cost 315362 308 198
Advertising and marketing services 104 303 401
Audit and consulting services 72 229 57 867
Legal expenses 37807 38305
Travelling expenses and per diems 23419 12164
Depreciation of property, plant and 20938 16 073
equipment
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In thousand RR 2019 2018
Materials 10232 6918
Repair and maintenance of property, 9477 5901
plant and equipment

Information systems and 9410 9618
communication

Insurance 8 621 7 653
Fuel, electricity and gas 4715 4470
Amortisation of mooring rights - 1219

and other intangible assets

Other expenses 16 247 13 886

Total selling and administrative 632 760 482 673

expenses

In 2019, contributions to pension fund of the Russian Federation
related to selling and administrative expenses amounted to 41 922

21. FINANCE COSTS

In thousand RR 2019 2018
Interest expense on bank loans and 1248945 988 126
bonds

Bank commissions and other finance 8 440 82 251
costs

Interest expense on lease liabilities 111723 -

Total finance costs 1369108 1070 377

The Group capitalised borrowing costs arising on financing
directly attributable to the construction of qualifying assets.
Amounts of interest capitalised are disclosed in Note 7.

During the period from 2017 to 2019, Group received government
support (governmental grants) in the form of subsidized interest

rate on borrowings received for reconstruction of AO KSK's grain

terminal. Subsidized interest rate was lower compared to market
interest rates. Deferred income in the amount of 69 233 thou-

thousand RR (2018: 55 633 thousand RR).

19. OTHER OPERATING INCOME / (EXPENSES), NET

sand RR was compensated by interest expenses.

22. EARNINGS BEFORE INTEREST, TAX,
DEPRECIATION AND AMORTISATION (EBITDA)

In thousand RR 2019 2018
) The Group uses EBITDA measure for assessment of segment
Ie_sgj?pﬁ?eiltsposal of property, plantand (14 005) (7 448) performance (see Note 5). Since the term EBITDA is not a stand-
ard IFRS measure, the Group'’s definition of EBITDA may differ
Loss from remeasurement of assetto (27 000) (207 975) from that of other companies. A reconciliation of EBITDA to profit
fair value, Note7 for the year is as follows:
Charity and material aid (193 033) (72 976)
In thousand RR 2019 2018
Other income and expenses 14234 (9 250)
Profit for the year 4863 325 6107917
Total other operating income and (219 804) (297 649) Adjusted for:
expenses, net
Depreciation and amortisation, 696 660 535010
Note 17,18
Other income and expenses, net, 219 804 297 649
Note 19
20 F NANCE INCOME Share of result of associate, Note 10 6377 (2 243)
Finance income, Note 20 (1038814) (908 140)
[ BRI 28 2013 2018 Finance costs, Note 21 1369108 1070377
Intere_st income on deposits and 121 224 120 448 Net foreign exchange (loss)/ (464 904) 478038
overnights gain from financing activities
Government grants received and 300 300
amortisation of deferred income Income tax, Note 24 1466126 1603164
Interest income on loans issued, 917 290 787 392 Gain from disposal a subsidiary, NoteT (165 355) -
Note 6 Gain arising from the derecognition (197 593) (400 491)
. . of financial assets measured at
Total finance income 1038 814 908 140 amortised cost, Note 6
EBITDA 6 754 734 8781281
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23. CHARTERED AND ADDITIONAL CAPITAL

Chartered capital at 31 December 2019 and 31 December 2018
amounts to 100 000 thousand RR, which was paid in cash for
100 thousand RR and for 99 900 thousand RR was made in the
form of investments in subsidiaries as a result of completion of
reorganisation of the Group. Contribution to the Company’s ad-
ditional capital in the amount of 15 590 thousand RR was made
in cash in the amount of 12 000 thousand RR and in the form
of intangible assets transferred to the Company by the parent
company in the amount of 3 590 thousand RR.

24. INCOME TAX

(a) Components of income tax expense

In thousand RR 2019 2018
Current tax 1063 271 1563 379
Deferred tax 402 855 39785
Income tax expense 1466 126 1603 164

(b) Reconciliation between the tax expense and profit multiplied
by applicable tax rate

A reconciliation between the expected and the actual taxation
charge is provided below.

In thousand RR 2019 2018

Profit before income tax 6 329 451 7711081

During the year, the following dividends were approved and paid to

Group's shareholders:

In thousand RR 2019 2018
Dividends payable at 1 January - -
Dividends declared 4055000 4000 500
Dividends paid (3317950) (4000 500)
Dividends settled by offset of mutual (737 050) -

claims, Note6

Dividends payable at 31 December - -

In thousand RR 2019 2018
Theoretical tax charge at statutory rate  (1265890) (1 542 216)
of 20%:

- Income tax on dividends atrate 13%  (516) (1777)

- Effect of expenses not included in (64 904) (58 796)
tax base

- Effect of write off of deferred tax (167 890) -

asset

- Effect of different tax rates in - (375)

other countries

The effect on disposal a subsidiary 33 074 -

Income tax expense (1466126) (1603 164)

In 2019, based on the analysis of the recoverability of deferred
tax assets, the Group wrote off the asset in the amount of
167 890 thousand RR.

The income tax rate applicable to the majority of the Group’s
profits in 2019 and 2018 is 20%. The Cypriot subsidiary is subject
to corporation tax on taxable profits at the rate of 12,5%
(2018:12,5%).

(c) Deferred taxes analysed by type of temporary difference

Differences between IFRS and statutory taxation regulations in
Russia give rise to temporary differences between the carrying
amount of assets and liabilities for financial reporting purposes

and their tax bases.
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The tax effects for the movements in the temporary differences
and tax losses carry forward for the year ended 31 December
2019 are:

31December  Application of 1January
2018 new account- 2019
ing standard  (adjusted)

In thousand RR

Tax effect of (taxable)/ deductible
temporary differences

(Charged)/  (Charged)/  31December
creditedto  creditedto 2019
profit or loss  equity

Property, plant and equipment (459 603) - (459 603) (227 549) - (687 152)
Right of uses assets (700 657) (238 531) (939 188) (337) - (939 525)
Investments and loans issued - - - (4 304) - (4 304)
Loans granted 39519 - 39519 (40 837) 1318 -

Assets held for sale 41595 - 41 595 (41 595) - -

Trade and other receivables (10163) - (10163) 14961 - 4798
Inventories (37) - (37) (27) - (64)

Tax loss carry forward 138 644 - 138 644 (135831) - 2813
Lease liabilities - 238 531 238 531 25212 - 263743
Borrowings (24 4971) - (24 4971) 10 022 59 (14 410)
Trade and other payables 27 141 - 27 141 (3251) - 23890

Set off tax - - - 681 - 681

Net deferred tax liability (948 052) - (948 052) (402 855) 1317 (1349 530)
Recognised deferred tax asset 176 306 - 176 306 (154 256) - 22 050
Recognised deferred tax liability (1124 358) - (1124 358) (247 222) - (1371 580)
Net deferred tax liability (948 052) - (948 052) (401 478) - (1349 530)

In the context of the Group’s current structure, tax losses and
current tax assets of different group companies may not be
offset against current tax liabilities and taxable profits of other
group companies and, accordingly, taxes may accrue even
where there is a consolidated tax loss. Therefore, deferred tax
assets and liabilities are offset only when they relate to the

In thousand RR

Tax effect of (taxable)/ deductible temporary differences
Property, plant and equipment

Intangible assets

Assets held for sale
Loans granted
Trade and other receivables

Inventories

same taxable entity, when there is a legally enforceable right to
offset current tax assets against current tax liabilities and when
the deferred taxes relate to the same fiscal authority.

The tax effect of the movements in the temporary differences and
tax losses carry forward for the year ended 31 December 2018:

1January 2018 (Charged)/ (Charged)/ 31 December
credited to credited to 2018
profitorloss  equity

(433112) (26 491) - (459 603)
(722 996) 22339 - (700 657)
- 41595 - 41595
39519 (80 098) 80 098 39519
2341 (12 504) - (10 163)
1438 (1 475) - (37)
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In thousand RR

1January 2018 (Charged)/ (Charged)/ 31 December
credited to credited to 2018
profitorloss  equity

Tax loss carry forward 116 300 22 344 - 138 644
Borrowings (16 489) (8002) - (24 491)
Trade and other payables 24 634 2 507 - 27 141

Net deferred tax liability (988 365) (39 785) 80098 (948 052)
Recognised deferred tax asset 156 699 - - 176 306
Recognised deferred tax liability (1145 064) - - (1124 358)
Net deferred tax liability (988 365) - - (948 052)

(d) Tax loss carry forwards

The Group has recognised deferred tax assets in respect of
unused tax loss carry forwards of 2 813 thousand RR (2018: 138
644 thousand RR). In 2018 2020, the amount of tax losses gen-
erated in prior periods that can be used to reduce the tax base of
the current reporting period are limited to 50% of the tax base of
that reporting period determined by the taxpayer without taking
that loss into account. Since 2021, accumulated tax losses can
be recognised in full amounts.

25. CONTINGENCIES AND COMMITMENTS

Legal proceedings.

From time to time and in the normal course of business, claims

against the Group may be received. On the basis of its own best
estimates, management is of the opinion that no material losses
will be incurred in respect of claims.

Tax contingencies.

Russian tax and customs legislation which was enacted or sub-
stantively enacted at the end of the reporting period, is subject
to varying interpretations when being applied to the transactions
and activities of the Group. Consequently, tax positions taken by
management and the formal documentation supporting the tax

positions may be successfully challenged by relevant authorities.

Russian tax administration is gradually strengthening, including
the fact that there is a higher risk of review of tax transactions
without a clear business purpose or with tax incompliant coun-
terparties. Fiscal periods remain open to review by the author-
ities in respect of taxes for three calendar years preceding the
year of review. Under certain circumstances reviews may cover
longer periods.

The Russian transfer pricing legislation is to a large extent
aligned with the international transfer pricing principles devel-
oped by the Organisation for Economic Cooperation and Devel-
opment (OECD) but has specific characteristics. This legislation
provides the possibility for tax authorities to make transfer pric-
ing adjustments and impose additional tax liabilities in respect
of controlled transactions (transactions with related parties and
some types of transactions with unrelated parties), provided
that the transaction price is not arm’s length. The Management

(e) Deferred taxes in respect of subsidiaries and associates
The Group has not recorded any deferred tax liability in respect
of temporary differences associated with investments in subsid-
iaries as the legislation of Russia allows zero tax on dividends
from subsidiaries under certain conditions.

has implemented internal controls to be in compliance with this
transfer pricing legislation.

Tax liabilities arising from controlled transactions are determined
based on their actual transaction prices. It is possible, with the
evolution of the interpretation of the transfer pricing rules, that
such transfer prices could be challenged. The impact of any
such challenge cannot be reliably estimated; however, it may be
significant to the financial position and/or the overall operations
of the Group.

The Group includes companies incorporated outside of Russia,
one of which (DCP Holdings Ltd.) is independently pleaded tax
resident of the Russian Federation and created a representa-
tive on the territory of Russia. The tax liabilities of the Group

are determined on the basis of the declared Group companies’
residence. This interpretation of relevant legislation may be
challenged but the impact of any such challenge cannot be
reliably estimated currently. However, it may be significant to the
financial position and/or the overall operations of the Group. The
Controlled Foreign Company (CFC) legislation introduced Rus-
sian taxation of profits of foreign companies and non corporate
structures (including trusts) controlled by Russian tax residents
(controlling parties). CFC income is subject to a 20% tax rate.

As Russian tax legislation does not provide definitive guidance
in certain areas, the Group adopts, from time to time, interpreta-
tions of such uncertain areas that reduce the overall tax rate of
the Group. While management currently estimates that the tax
positions and interpretations that it has taken can probably be
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sustained, there is a possible risk that outflow of resources will be
required should such tax positions and interpretations be chal-
lenged by the tax authorities. The impact of any such challenge
cannot be reliably estimated; however, it may be significant to the
financial position and/or the overall operations of the Group.

The Group's management believes that its interpretation of the
relevant legislation is appropriate and the Group's tax, currency
legislation and customs positions will be sustained. According-
ly, as of 31 December 2019 and 2018 management believes
no additional tax liability has to be accrued in the consolidated
financial statements.

Capital expenditure commitments.

At 31 December 2019, the Group has contractual capital expend-
iture commitments in respect of property, plant and equipment
totalling 1 666 188 thousand RR (31 December 2018: 1 479 594
thousand RR). Capital commitments are mainly represented by
construction of expansion of grain terminal on 000 KSK and
construction of the 6th tugboat for 000 SC Delo.

Environmental matters.

The enforcement of environmental regulation in the Russian Fed-
eration is evolving and the enforcement posture of government

26. NON CONTROLLING INTEREST

The following table provides information about each subsidiary
that has non controlling interest that is material to the Group:

authorities is continually being reconsidered. The Group period-
ically evaluates its obligations under environmental regulations.
As obligations are determined, they are recognised immediately.
Potential liabilities, which might arise as a result of changes in
existing regulations, civil litigation or legislation, cannot be esti-
mated but could be material. In the current enforcement climate
under existing legislation, management believes that there are no
significant liabilities for environmental damage.

Compliance with covenants.

The Group is subject to certain covenants, both financial and

non financial, related primarily to its borrowings. Non compliance
with such covenants may result in negative consequences for
the Group including growth in the cost of borrowings and decla-
ration of default. The Group was in compliance with covenants
specified in the loan agreements and the bond issue prospectus-
es at 31 December 2019 and 31 December 2018.

Guarantees.

As at 31 December 2019 the Group has issued a guarantee for
a loan obligation of the parent company in the amount of 4 000
000 thousand RR.The Group does not have other guarantees,
warranties or assets encumbrance or property to secure the
performance of obligations of third parties.

Place of Propor- Proportion of Profit orloss  Accumu Dividends de-
business and tion of non non con- attributa- lated non clared to non
country of  controlling trolling inter-  ble to non controlling controlling in-
incorporation interest est'svoting  controlling interest in the terest during
In thousand RR rights held interest subsidiary the year
Year ended 31 December 2019
DCP Group (DCP HOLDINGS LTD and Cyprus, Russia 25 25 540 550 228 671 (1009 082)
subsidiary AO KSK)
Year ended 31 December 2018
DCP Group (DCP HOLDINGS LTD and Cyprus, Russia 25 25 1003915 697 203 (1087 871)
subsidiary AO KSK)
The summarised financial information of these subsidiaries
on a 100% basis and before intercompany eliminations was as
follows at 31 December 2019 and 31 December 2018:
Current Noncur-  Current Non Revenue  Profit Total com-  Cash flows
assets rentassets liabilities  current prehensive
In thousand RR liabilities income
Year ended 31 December 2019
DCP Group (DCP HOLDINGS LTD 574914 5042780 (1913926) (2789083) 3370921 2162048 2162048 (628 856)
and subsidiary AO KSK)
Year ended 31 December 2018
DCP Group (DCP HOLDINGS LTD 1307535 3856016 (1243107) (1131629) 6023932 4015389 4015389 (312856)

and subsidiary AO KSK)
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During the year following dividends were approved and paid:

In thousands of Russian Roubles 2019 2018

Dividends payable at 1 January

Dividends declared 1009 082 1087 871
Dividends paid (1009082) (1088678)
Forex exchange differences - 807

Dividends payable at 31 December - -

21. FINANCIAL RISK MANAGEMENT

The risk management function within the Group is carried out in
respect of financial risks, operational risks and legal risks. Finan-
cial risk comprises market risk (including currency risk, interest
rate risk and other price risk), credit risk and liquidity risk. The pri-
mary objectives of the financial risk management function are to
establish risk limits, and then ensure that exposure to risks stays
within these limits. The operational and legal risk management
functions are intended to ensure proper functioning of internal
policies and procedures, in order to minimise these risks.

Russian operating environment.

The Russian Federation displays certain characteristics of an
emerging market. Its economy is particularly sensitive to oil and
gas prices. The legal, tax and regulatory frameworks continue

to develop and are subject to frequent changes and varying
interpretations (Note 25). The Russian economy continues to

be negatively impacted by ongoing political tension in the region
and international sanctions against certain Russian companies
and individuals. Firm oil prices, low unemployment and rising
wages supported a modest growth of the economy in 2019. The
operating environment has a significant impact on the Group’s
operations and financial position. Management is taking neces-
sary measures to ensure sustainability of the Group’s operations.
However, the future effects of the current economic situation are
difficult to predict and management'’s current expectations and
estimates could differ from actual results.

Credit risk.

The Group takes on exposure to credit risk, which is the risk that
one party to a financial instrument will cause a financial loss for
the other party by failing to discharge an obligation. Exposure to
credit risk arises as a result of the Group’s sales of products and
rendering of services on credit terms and other transactions with
counterparties giving rise to financial assets. Financial assets,
which potentially subject the Group to credit risk, consist primar-
ily of trade and other receivables, loans granted, bank deposits
and cash and cash equivalents.

Loans are issued mostly to related parties and are not past due
and impaired. Loans issued to the company under common

control in the amount of 431 343 thousand RR are past due for
913 days as of 31 December 2018, therefore allowance for ECL

was created in the amount of 197 593 thousand RR as at 31
December 2018.

The Group’s maximum exposure to credit risk by class of assets

is reflected in the carrying amounts of financial assets in the
consolidated statement of financial position as follows:

31 December 31December

In thousand RR 2019 2018
Trade and other receivables, 598 362 476 409
Note 12

Trade receivables 526 847 431416
Other receivables 71 515 44993
Short term loans issued 4886 269 3735102
Long term loans issued 9 087 894 10 205 581
Deposits (with maturity over - 15100

90 days)

Cash and cash equivalents, Note 13 1096 385 1721576
Cash in transit 11 -

Cash at bank 322 441 682 744
Short term bank deposits (less than 773933 1038 832
90 days)

Financial guarantees - amount of 4000000 -
guaranteed loans to the parent

company, Note 25

Total maximum exposure 19668910 16253768

to credit risk

The Group structures the levels of credit risk it undertakes by
placing limits on the amount of risk accepted in relation to
counterparties or groups of counterparties. Limits on the level
of credit risk are approved regularly by management. Such risks
are monitored on a revolving basis and are subject to review at
least once a quarter. The Group’s management reviews ageing
analysis of outstanding trade receivables and follows up on past
due balances. Management therefore considers it appropriate
to provide ageing and other information about credit risk as
disclosed in Note 12.
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The following table shows the credit quality and the concentra-
tion of the credit risk in relation to the cash and cash equivalents
and other bank deposits as at 31 December 2019 and 31 Decem-
ber 2018:

In thousand RR

Cash and cash equivalents at bank

Rating of bank ac- Cash amount at Cash amount at
cording to Moody's 31 December 2019 31 December 2018

Unicredit Bank* Baa1 275035 -
Raiffeisenbank* A3 241119 285648
Sberbank Baa3 21199 494 488
VTB Baa3 6148 300968
Alfa Bank Ba1 258 092 319940
Sovcombank Ba2 164156 290 489
Promsvyazbank Ba3 130 000 17
Other - 625 30026
Total cash and cash equivalents - 1096 374 1721576
Bank deposits (with maturity 90 to 365 days)

VTB Baa3 - 85000
Sberbank Baa3 - 30000
Raiffeisenbank* A3 - 100

Total bank deposits

- 115100

* Deposit rating of this bank refers to parent company.

The credit quality of financial assets that are neither past due

nor impaired can be assessed by reference to external credit
rating, if available. For accounts receivable with no external credit
rating available management assesses credit quality by refer-
ence to the prior history of working with customers. Customers
with longer history of working with the Group are regarded by
management as having lower risk of default. The credit quali-

ty of trade and other receivables that are neither past due nor
impaired classified by reference to the working history of the
counterparty with the Group is as follows:

31 December 31December

In thousand RR 2019 2018
Core clients 413 046 356 935
Other clients 185316 119 474

Total trade and other receivables 598 362 476 409

Core clients — large customers with more than one year of work-
ing history with the Group.

These accounts receivables were formed in an ordinary course
of business. In 2019, the Group worked with most of customers
on the following conditions:

= AO KSK works with most customers on a prepayment
basis;

= OOO NUTEP provides its customers 15 to 45 days payment
deferral from the date of invoice delivery;

= 000 SC DELO grants 5 to 60 days payment deferral to its
customers.

The Group’s business is dependent on several large key custom-
ers accounting for 64% and 65% of the Group’s revenue for the
year ended 31 December 2019 and 2018 respectively.

Expected credit loss (ECL) measurement.

ECL is a probability weighted estimate of the present value of
future cash shortfalls (i.e., the weighted average of credit losses,
with the respective risks of default occurring in a given time
period used as weights). An ECL measurement is unbiased and
is determined by evaluating a range of possible outcomes. ECL
measurement is based on four components used by the Group:
Probability of Default (“PD"), Exposure at Default ("EAD"), Loss
Given Default (“LGD") and Discount Rate.
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EAD is an estimate of exposure at a future default date, tak-

ing into account expected changes in the exposure after the
reporting period, including repayments of principal and interest,
and expected drawdowns on committed facilities. The EAD on
credit related commitments is estimated using Credit Conversion
Factor ("CCF”"). CCF is a coefficient that shows the probability of
conversion of the committed amounts to an on balance sheet
exposure within a defined period. PD an estimate of the likelihood
of default to occur over a given time period. LGD is an estimate
of the loss arising on default. It is based on the difference be-
tween the contractual cash flows due and those that the lender
would expect to receive, including from any collateral. It is usually
expressed as a percentage of the EAD. The expected losses are
discounted to present value at the end of the reporting period.
The discount rate represents the effective interest rate (“EIR”) for
the financial instrument or an approximation thereof.

Expected credit losses are modelled over instrument’s lifetime peri-
od. The lifetime period is equal to the remaining contractual period
to maturity of debt instruments, adjusted for expected prepayments,
if any. For loan commitments, it is the contractual period over which
an entity has a present contractual obligation to extend credit.

Management models Lifetime ECL, that is, losses that result
from all possible default events over the remaining lifetime
period of the financial instrument. The 12 month ECL, represents
a portion of lifetime ECLs that result from default events on a
financial instrument that are possible within 12 months after

the reporting period, or remaining lifetime period of the financial
instrument if it is less than a year.

The ECLs that are estimated by management for the purposes

of these consolidated financial statements are point in time esti-
mates, rather than through the cycle estimates that are common-
ly used for regulatory purposes.

For purposes of measuring PD, the Group defines default as a
situation when the exposure meets one or more of the following
criteria:

= the borrower is more than 90 days past due on its
contractual payments;

= international rating agencies have classified the borrower in
the default rating class;

= the borrower is insolvent;
= the borrower is in breach of financial covenant(s);
= itis becoming likely that the borrower will enter bankruptcy;

For purposes of disclosure, the Group fully aligned the defini-
tion of default with the definition of credit impaired assets. The
default definition stated above is applied to all types of financial
assets of the Group.

An instrument is considered to no longer be in default (i.e. to
have cured) when it no longer meets any of the default criteria
for a consecutive period of six months. This period has been
determined based on an analysis that considers the likelihood of

a financial instrument returning to default status after curing by
using different possible definitions of cures.

The assessment whether or not there has been a significant
increase in credit risk ("SICR”) since initial recognition is performed
on an individual basis and on a portfolio basis. For loans issued to
corporate entities measured at amortised cost, SICR is assessed
on an individual basis by monitoring the triggers stated below.

For other financial assets, SICR is assessed either on a portfolio
basis or an individual basis. The criteria used to identify an SICR
are monitored and reviewed periodically for appropriateness by the
Group. The presumption, being that there have been significant in-
creases in credit risk since initial recognition when financial assets
are more than 60 days past due, has not been rebutted.

The Group considers a financial instrument to have experienced
an SICR when one or more of the following quantitative, qualita-
tive or backstop criteria have been met.

For loans issued to legal entities and individuals:

= 060 days past due;
= award of risk grade "Special monitoring”;

= inclusion of loan into a watch list according to the internal
credit risk monitoring process.

For trade and other receivable 60 days is past due.

The level of ECL that is recognised in these consolidated
financial statements depends on whether the credit risk of the
borrower has increased significantly since initial recognition. This
is a three stage model for ECL measurement.

The Group has three approaches for ECL measurement: (i) assess-
ment on an individual basis; (i) assessment on a portfolio basis:
internal ratings are estimated on an individual basis but the same
credit risk parameters (e.g. PD, LGD) will be applied during the
process of ECL calculations for the same credit risk ratings and
homogeneous segments of the loan portfolio; and (iii) assessment
based on external ratings. The Group performs an assessment on
an individual basis for loans issued, and on a portfolio basis for
trade and other receivables. This approach stratifies the loan pool
into homogeneous segments based on borrower specific infor-
mation, such as delinquency status, the historical data on losses,
location and other predictive information.

In general, ECL is the sum of the multiplications of the follow-

ing credit risk parameters: EAD, PD and LGD, that are defined

as explained above, and discounted to present value using the
instrument’s effective interest rate. The ECL is determined by pre-
dicting credit risk parameters (EAD, PD and LGD) for each future
year during the lifetime period for each individual exposure or col-
lective segment. These three components are multiplied together
and adjusted for the likelihood of survival (i.e. the exposure has
been repaid or defaulted in an earlier month). This effectively
calculates an ECL for each future period, that is then discounted
back to the reporting date and summed up. The discount rate
used in the ECL calculation is the original effective interest rate or
an approximation thereof.
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Currency risk.

In respect of currency risk, management sets limits on the level
of exposure by currency and in total. The positions are monitored
quarterly.

The table below summarises the Group’s exposure to foreign
currency exchange rate risk as at 31 December 2019:

At 31 December 2019
In thousand RR RR EUR 1N TOTAL
Financial Assets
Cash and cash equivalents 803 356 856 292 555 1096 767
Long term loans issued - - 9 087 894 9 087 894
Short term loans issued 4886 269 - - 4886 269
Financial receivables 553172 - 45190 598 362
Total Financial Assets 6242797 856 9 425639 15 669 292

Financial Liabilities

Long term borrowings
Short term borrowings
Financial payables

Other financial liabilities

(8 473 699) (1075217) (10266 876)  (19815792)

(2190 597) (278 945) (937 571) (3407 113)
(156 181) (2 528) (28 879) (187 588)
- - (12 775) (12 775)

Total Financial Liabilities

(10 820 477) (1356 690) (11246 101) (23 423 268)

Net Financial Assets/(Liabilities)

(4577 680) (1355 834) (1820 462) (7753 976)

The table below summarises the Group’s exposure to foreign
currency exchange rate risk as at 31 December 2018:

At 31 December 2018

In thousand RR RR EUR usb TOTAL
Financial Assets
Cash and cash equivalents 813070 942 907 769 1721781
Deposits (with maturity over 90 days) 115100 - - 115100
Long term loans issued - - 10 205 581 10 205 581
Short term loans issued 3501 552 - 233 550 3735102
Financial receivables 396 690 h24 79 295 476 409

4826 412 1366 11426 195 16 253 973

Total Financial Assets

Financial Liabilities
Long term borrowings
Short term borrowings

Financial payables

(6 819 057) (1089 893) (11108981) (19017 931)
(257 667) (584 411) (1309 892) (2 151 970)

(100 940) - (227 645) (328 585)

Total Financial Liabilities

(7177 664) (1674 304) (12 646 518) (21498 486)

Net Financial Assets/(Liabilities)

(2 351252) (1672 938) (1220 323) (5 244 513)
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The above analysis includes only monetary assets and liabilities.
Currency risk arises when future transactions or recognised
assets or liabilities are denominated in a currency that is not that
company's functional currency.

B Thicquax poccuiickix pybnen
Strengthening by 30,00%
Weakening by 30,00%
Strengthening by 20,00%
Weakening by 20,00%
Strengthening by 10,00%
Weakening by 10,00%

The following table presents sensitivities of profit and loss and
equity to reasonably possible changes in exchange rates applied
at the end of the reporting period relative to the functional
currency of the respective Group entities, with all other variables
held constant:

Impact on pre tax profit Impact on pre tax profit

or loss 2019 or loss 2018

EUR usD EUR UsD

(406 751) (546 138) (501 880) (366 097)
406 751 546 138 501 880 366 097
(271 166) (364 091) (334 588) (244 064)
271166 364 091 334 588 244 064
(135 584) (182 047) (167 293) (122 033)
135 584 182 047 167 293 122033

Interest rate risk.

The Group's interest rate risk arises from borrowings, loans
issued and bank deposits. Borrowings raised and loans issued
at floating rates expose the Group to cash flow interest rate risk.
Cash and cash equivalents, borrowings and loans issued at fixed
rates expose the Group to fair value interest rate risk. The table
presents the aggregated amounts of the Group's bank deposits,
borrowings and loans issued recognised at fair value split by
exposure to fixed or variable interest rates:

The table below summarises effective interest rates at each
reporting date:

In% p.a.

Assets
Short term loans issued

Long term loans issued
Cash and cash equivalents and bank deposits
Liabilities

Loans and borrowings

31 December 31December
In thousand RR 2019 2018

Fixed rate instruments

Bank deposits 773933 1153932
Loans issued 13974163 13940683
Borrowings (15372 060) (17 383 156)

Variable rate instruments

Borrowings (7 850 845) (3786 745)
31 December 2019 31 December 2018
RR EUR usD RR EUR (IN)]
7,84% - - 9,40% - 3,75%
- - 6,44% - - 6,44%
5,57% - 1,10% 7,10% - 2,46%

7,51% 3,05% 6,30% 8,31% 3,58% 6,42%

The Group does not account for any fixed rate financial assets as
fair value through profit or loss or other comprehensive income.
Therefore, a change in interest rates at the reporting date would
not have an effect in profit or loss or in equity.

A change of 100 basis points in interest rates at the reporting
date would have increased (decreased) equity and profit by the
amounts shown below. This analysis assumes that all other var-
iables, in particular foreign currency rates, remain constant. The
analysis is performed on the same basis for 2018.
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Profit and equity impact

100 bp 100 bp
In thousand RR decrease increase
2019
Variable rate instruments 79292 (79 292)
2018
Variable rate instruments 38524 (38 524)
Market risk.

The Group takes on exposure to market risks. Market risks arise
from open positions in (a) foreign currencies, (b) interest bearing
assets and liabilities, all of which are exposed to general and spe-
cific market movements. Management monitors this risk on a
regular basis using calculations of current and future exposures
and evaluating various hedging alternatives.

Fair value estimation.

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. The best evidence
of fair value is the price in an active market.

Financial assets carried at amortised cost.

The fair value of floating rate instruments is normally their
carrying amount. The estimated fair value of fixed interest rate
instruments is based on estimated future cash flows expected to
be received discounted at current interest rates for new instru-
ments with similar credit risk and remaining maturity and similar
other terms. The discount rates used depend on the credit risks
of counterparty. Carrying amounts of trade receivables, loans
issued and deposits with maturity over 90 days approximate fair
values.

Liabilities carried at amortised cost.

The fair value of floating rate liabilities is normally their carrying
amount. The fair value is based on quoted market prices, if avail-
able. The estimated fair value of fixed interest rate instruments
with stated maturity, for which a quoted market price is unavail-
able, is estimated based on expected cash flows discounted at
current interest rates for new instruments with similar credit risk

Carrying Amountof  Within 6

and remaining maturity and similar other terms. As at 31 Decem-
ber 2019, the fair value of the Group’s borrowings and payables
do not differ materially from their carrying amounts.

Liquidity risk.

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

The management monitors current liquidity based on expect-
ed cash flows and revenue receipts. Cash flow forecasting is
performed at the level of the Group’s operating entities and at its
consolidated level.

At 31 December 2019, all deposits of the Group had maturity of
less than 90 days after the reporting date and amounted to 773
933 thousand RR and 1 153 932 thousand RR at 31 December
2018.

At 31 December 2019, the Group had an undrawn credit facility
amounting to 2 666 967 thousand RR and 3 472 703 thousand
RR at 31 December 2018. In August 2016, the Moscow Interbank
Currency Exchange registered stock bonds program of the Com-
pany which allows to issue stock bonds in the maximum amount
of 50 000 000 thousand RR or its equivalent in foreign currency.

The tables below show liabilities as at 31 December 2019 and
31 December 2018, respectively, according to their remaining
contractual maturity. The amounts disclosed in the maturity ta-
ble are the contractual undiscounted cash flows, including gross
loan commitments.

When the amount payable is not fixed, the amount disclosed is
determined by reference to the conditions existing at the end of
the reporting period. Foreign currency payments are translated
using the spot exchange rate at the end of the reporting period.

The maturity analysis of financial liabilities at 31 December 2019
is as follows:

From6to12 From1year Over2years

amount future pay-  months months to 2 years
ments on the

In thousand RR contract
Liabilities
Borrowings, Note 14 23222905 28631262 1832854 2628 994 3350417 20818 997
Lease liabilities, Note 9 1318716 4126 340 69 720 66 874 126 310 3863 436
Financial payables, Note 15 187 588 187 588 187 588 - - -
Other financial liabilities 12775 12775 12775 - - -

Total future payments 24741 984 32957965 2102937 2 695 868 3476727 24 682 433
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The maturity analysis of financial liabilities at 31 December 2018
is as follows:

Carrying Amountof  Within 6

From6to12 From1year  Over2years

amount future pay-  months months to 2 years
ments on the
In thousand RR contract
Liabilities
Borrowings, Note 14 21169 901 27800088 1569202 1561 883 2387 809 22281194
Financial payables, Note 15 328 585 328 585 328 585 - - -
Total future payments 21498 486 28128 673 1897787 1561883 2387809 22281194

Management of Capital.

The Group's policy is to maintain a strong capital base so as to
maintain investor, creditor and market confidence and to support
future development of the business. Management regularly
monitors the Group's capital structure to maintain a balance
between the higher shareholders’ returns that might be possible
with higher levels or borrowings and the advantages and security
afforded by a sound capital position and makes adjustments to
the capital structure in light of changes in economic conditions.
Management also ensures that the capital structure complies
with financial covenants stipulated by loan facilities obtained by

28. EVENTS AFTER THE REPORTING PERIOD

In February 2019, 000 DeloPorts shareholders approved divi-
dend distribution in the amount of 300 000 thousand RR.

Late in 2019 news first emerged from China about the COVID 19
(Coronavirus). The situation at the year end, was that a limited
number of cases of an unknown virus had been reported to the
World Health Organisation. In the first few months in 2020 the
virus had spread globally and its negative impact has gained
momentum. Management considers this outbreak to be a non
adjusting post balance sheet events. While this is still an evolving
situation at the time of issuing these consolidated financial
statements, to date there has been no discernible impact on the
Group's sales. However due to presence of foreign currency bal-

the Group with sufficient headroom (Note 25). There are no other
external capital maintenance requirements for the Group.

The Group monitors its capital structure on the basis of Net Debt
to EBITDA ratio. For this purpose, the Group defines Net Debt as
total current and non current loans and borrowings (Note 14)
less cash and cash equivalents (Note 13) and deposits (with
maturity over 90 days). The Group’s Net Debt to EBITDA ratio as
at 31 December 2019 is 3,28 (31 December 2018: 2,20). Manage-
ment believes that Group’s Net Debt to EBITDA ratio in 2019 is at
a comfortable level.

ances the weakening of the rouble in 1st quarter 2020 negatively
impacted on net financial assets and liabilities in the amount of
786 059 thousand RR. Management will continue to monitor the
potential impact and will take all steps possible to mitigate any
effects.

There were no other material events after the reporting period
that had an effect on the consolidated financial statements as at
31 December 2019.
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29. ACCOUNTING POLICIES APPLIED UNTIL 1 JANUARY 2019

Accounting policies applicable to the comparative period ended
31 December 2018 that were amended by IFRS 16 is as follows:

Operating leases.

Where the Group is a lessee in a lease which does not transfer
substantially all the risks and rewards incidental to ownership
from the lessor to the Group, the total lease payments are
charged to profit or loss for the year on a straight line basis over
the lease term.

The lease term is the non cancellable period for which the lessee
has contracted to lease the asset together with any further terms
for which the lessee has the option to continue to lease the
asset, with or without further payment, when at the inception of
the lease it is reasonably certain that the lessee will exercise the
option.

Mooring rights and other intangible assets.

Intangible assets acquired separately are reported at cost less
accumulated amortisation and impairment losses. Amortisation
is charged on a straight line basis over the estimated useful lives.
The estimated useful life and amortisation method are reviewed
at the end of each annual reporting period, with the effect of any
changes in estimate being accounted for on a prospective basis.
Amortisation of mooring rights and other intangible assets is
charged to profit or loss.

Mooring rights and other intangible assets acquired in a busi-
ness combination are identified and recognised separately from
goodwill where they satisfy the definition of an intangible asset
and their fair value can be measured reliably. The cost of such in-
tangible assets is the fair value at the acquisition date (for details
refer to corresponding paragraph in Note 9).

Subsequent to initial recognition, mooring rights and other intan-
gible assets acquired in a business combination are reported at
cost less accumulated amortisation and impairment losses.
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