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1. Reporting entity 

Svilosa AD (the “Company”) is a company domiciled in the town of Svishtov, Industrial Area, Bulgaria. The 

Company is registered with the Commercial Register at the Bulgarian Registry Agency with ID code 

814191178. The consolidated financial statements of the Company for the year, ended 31 December 2015 

include the financial statements of the Company and those of its subsidiaries (together referred as “The 

Group” and separately as “The Companies from the Group”). 

Svilosa AD is a public company and it is listed on Bulgarian Stock Exchange, its code is 3MZ. Ultimate 

controlling Company is A.R.U.S. Holding AD, domiciled in Bulgaria. 

The main activity of the Group is production of bleached hardwood kraft pulp and related products. 

2. Basis of preparation 

The present financial statements were prepared in accordance with International Financial Reporting 

Standards (IFRS) as adopted by the European Union (EU). The consolidated financial statements were 

authorised for issue by the Board of Directors on 25 April 2016. 

Detailed information about the accounting policies of the Company, including changes during the year are 

disclosed in notes 34-37. 

3. Functional and presentation currency 

These consolidated financial statements are presented in BGN, which is the Company’s functional currency. 

All amounts has been rounded to the nearest thousands, except when otherwise indicated. 

4. Use of estimates and judgments 

In preparing these financial statements, management has made judgments, estimates and assumptions that 

affect the application of the Company’s accounting policies and the reported amounts of assets, liabilities, 

income and expenses. Actual results may differ from these estimates. 

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to estimates are 

recognised prospectively. 

(a)  Judgments 

Information about critical judgments made in applying accounting policies that have the most significant 

effect on the amounts recognized in the financial statements is included in the following notes: 

 Note 14 – Property, plant and equipment, determination of the useful life and presentation of asset built 

for connection to the electricity grid. 

(b)  Assumptions and estimation uncertainties 

Information about significant positions, which are affected by critical judgments in applying accounting 

policies that have the most significant effect on the amounts recognised in the financial statements is 

included in the following notes: 

 Note  21 – estimation of recoverable amount of trade receivables; 

 Note 18 and 29 – estimation of recoverable amount of loans granted; 
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4.  Use of estimates and judgments (continued) 

(b)  Assumptions and estimation uncertainties (continued) 

Measurement of fair values 

A number of the Group’s accounting policies and disclosures require the measurement of fair value, for both 

financial and non-financial assets and liabilities. Fair values are determined for purposes of reporting and 

disclosure based on the following methods. Where applicable, in the notes is disclosed additional information 

on the assumptions made in determining fair values of the specific asset or liability. 

When measuring the fair value of an asset or liability, the Group uses market observable data as far as 

possible. Fair values are categorised into different level in a fair value hierarchy based on the inputs in the 

valuation techniques as follows: 

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

 Level 2: inputs other than quoted prices included in Level 1 that are observable for the asset or liability, 

either directly (i.e. as prices) or indirectly (i.e. derived from prices).  

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

inputs). 

If the inputs used to measure the fair value of an asset or liability might be categorised in different levels of 

the fair value hierarchy, then the fair value measurement is categorised in its entirety in the same level of the 

fair value hierarchy as the lowest level input that is significant to the entire measurement.  

The Company recognises transfers between levels of the fair value hierarchy at end of the reporting period 

during which the change has occurred. 

Further information about the assumptions made in measuring fair values is included in the following notes: 

 Note 16 – Investment property; 

 Note 28 – Financial instruments.
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5. Operating segments 

The group has one operating segment as described below. The Group's management reviews the internal 

operating segments reports at least once every quarter. The information below describes the main business 

segment: 

 Pulp production - production and sale of bleached hardwood kraft pulp used in paper industry and other 

industries related to the production and sale of kraft pulp and other byproducts. 

Information on the outcome of the operating segments is presented below. The result of the segment is 

evaluated based on profit or loss before tax, as included in the internal operating reports, which are reviewed 

by the Executive Director of the Company. Gains and losses of the segment is used to evaluate its 

performance as the management believes that this information is most relevant in evaluating the results of the 

individual segments and in comparison with other companies operating in the same industries. 

  Pulp production 

In thousands of BGN   2015 2014 

     

Revenue from external customers   114,234 104,413 

Interest expenses   (1,355) (1,864) 

Depreciation and amortisation   (6,312) (6,029) 

Result of the segment before taxes   23,414 9,367 

     

Segment assets   131,438 117,367 

Liabilities of the segments   37,664 43,954 

Capital expenses    9,871 9,086 

In 2015, the Group realized 13% of the total revenue to one customer (2014: no customer to which was 

realized more than 10% of total revenue). 

In thousands of BGN 2015 2014 

Revenue   

Total sales revenue by operating segments 114,234 104,413 

Consolidated revenue 114,234 104,413 

   

Profit and loss   

Total profit and loss by operating segment 23,414 9,367 

Unallocated amounts:   

Other revenue/ (expenses) (959) 281 

Consolidated profit before taxes 22,455 9,648 

   

Assets   

Segment assets 131,438 117,367 

Unallocated assets 3,824 3,884 

Total consolidated assets 135,262 121,251 

   

Liabilities   

Segment liabilities 37,664 43,954 

Unallocated liabilities 3,399 3,260 

Total consolidated liabilities 41,063 47,214 
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5.  Operating segments (continued) 

In thousands of BGN 2015 2014 

Depreciation and amortisation   

Segment depreciation and amortisation 6,312 6,029 

Unallocated depreciation and amortisation 118 96 

Total consolidated depreciation and amortisation 6,430 6,125 

   

Interest expenses   

Segment interest expenses 1,355 1,864 

Unallocated interest expenses 7 33 

Total consolidated interest expenses 1,362 1,897 

Geographical segments 

Pulp production segment is managed on a global level, but using production facilities and offices only in 

Bulgaria. In presenting information based on geographical segments, segment revenue is based on the 

geographical location of customers. 

Information on a geographical basis 2015 2014 

In thousands of BGN   

   

Eurozone 32,752 34,950 

Outside the Eurozone 56,686 57,157 

Local market 24,796 12,306 

 114,234 104,413 

“Eurozone” includes countries whose official currency is the euro. “Outside the euro zone” includes 

countries whose official currency is other than the euro. “Local Market” covers the territory of Bulgaria. 

6. Revenue 

In thousands of BGN      2015 2014 

        

Pulp      111,858 101,783 

Carboxymethyl cellulose (CMC)      - 235 

Other      2,376 2,395 

      114,234 104,413 

7. Cost of sales 

In thousands of BGN      2015 2014 

        

Pulp      76,297 78,243 

Carboxymethyl cellulose (CMC)      - 152 

Production under normal capacity      1,239 1,856 

Other      1,709 1,672 

      79,245 81,923 

 

In thousands of BGN      2015 2014 

        

Expenses for materials      64,388 66,295 

Expenses for external services      3,901 5,226 

Depreciation and amortisation      5,751 5,651 

Personnel expenses      4,358 4,364 

Other expenses      847 387 

      79,245 81,923 
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8. Other income  

In thousands of BGN Note 2015 2014 

    

Gain from sale of materials  291 295 

Gain from sale of services  348 391 

Government grants  72 - 

Income from penalties 32 - 1,507 

Income from sales of allowances for greenhouse gas emission  31 - 441 

Liabilities written off  - 245 

Income from exchange of allowances for greenhouse gas emission 31 - 233 

Gain on sale of property, plant and equipment 12 - 2 

Other income  155 321 

  866 3,435 

Income from penalties 

Income from penalties relate to penalties under court receivables in 2014 at the amount of BGN 1,507 

thousand (see Note 32).  

9. Distribution expenses 

In thousands of BGN  2015 2014 

    

Expenses for materials  237 248 

Expenses for hired services  7,433 9,369 

Depreciation and amortisation  85 84 

Personnel expenses  252 245 

Other expenses  21 5 

  8,028 9,951 

10. Administrative expenses 

In thousands of BGN  2015 2014 

    

Expenses for materials  181 277 

Hired service expenses  990 1,618 

Depreciation and amortisation  180 161 

Personnel expenses  1,536 1,404 

Other expenses  384 750 

  3,271 4,210 
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11. Personnel expenses 

In thousands of BGN  2015 2014 

    

Salaries  5,865 5,573 

Expenses related to retirement benefits   118 89 

Compulsory social security contributions   1,039 979 

  7,022 6,641 

The average number of employees for the year ended 31 December 2015 is 502 (2014: 507). 

12. Other expenses 

In thousands of BGN Note 2015 2014 

    

Loss from scraped property, plant and equipment  34 151 

Loss from sale of property, plant and equipment  100 - 

Written-off allowances for greenhouse gas emissions 31 - 47 

Expenses for taxes and fees  46 44 

Impairment and written off receivables  393 122 

Obligation for surrender allowances for greenhouse gas 

emissions to the state  31 37 7 

Other expenses  162 374 

  772 745 

 

In thousands of BGN  2015 2014 

    

Proceeds from sale of property, plant and equipment  204 150 

Carrying amount of property, plant and equipment  (304) (148) 

  (100) 2 

13. Net finance costs 

Recognized in profit or loss 

In thousands of BGN  2015 2014 

    

Interest income  229 651 

Net profit from change in foreign currency exchange rate  - 29 

Other financial income  - 1 

Finance income
 

 229 681 

    

Interest expenses  (1,362) (1,897) 

Net loss from change in foreign currency exchange rate  (76) - 

Other finance costs  (120) (155) 

Finance costs
 

 (1,558) (2,052) 

Net financial costs recognised in profit or loss
 

 (1,329) (1,371) 

Interest income for 2014 include penalties for adjudicated receivables amounted to BGN 441 thousand (see 

note 32). 
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14. Property, plant and equipment 

 (a)  Reconciliation of carrying amount  

In thousands of BGN 

Land and 

buildings 

Plant and 

equipment Vehicles 

Fixtures 

and fittings 

Under 

construction Total 

       

Cost       

Balance at 1 January 2014 12,155  117,874  1,806  119  1,802  133,756  

Additions 7 1,008 198 5 9,086 10,304 

Transfers 512 7,824 -  (8,336) - 

Disposals (24) (374) (45) (3) - (446) 

Balance at 31 December 2014 12,650 126,332 1,959 121 2,552 143,614 

       

Balance at 1 January 2015 12,650 126,332 1,959 121 2,552 143,614 

Additions 274 1,205 487 40 9,692 11,698 

Transfers  335 2,159 - - (2,494) - 

Reclassification - - - - (69) (69) 

Government grant - (2,050) - - - (2,050) 

Disposals (56) (596) (139) (2) - (793) 

Balance at 31 December 2015 13,203 127,050 2,307 159 9,681 152,400 

       

Depreciation and impairment losses      

Balance at 1 January 2014 2,897  36,632  1,145  117  -  40,791  

Depreciation for the year 391 5,495 219 1 - 6,106 

Disposals (7) (92) (45) (3) - (147) 

Balance at 31 December 2014 3,281 42,035 1,319 115 - 46,750 

       

Balance at 1 January 2015 3,281 42,035 1,319 115 - 46,750 

Depreciation for the year 413 5,764 238 2 - 6,417 

Disposals (12) (345) (96) (2) - (455) 

Balance at 31 December 2015 3,682 47,454 1,461 115 - 52,712 

       

Carrying account       

At 1 January 2014 9,258  81,242  661  2  1,802  92,965  

At 1 December 2014 9,369 84,297 639 7 2,552 96,864 

At 31 December 2015 9,521 79,596 846 44 9,681 99,688 

(b)  Assets under construction 

Property, plant and equipment under construction as at 31 December 2015, comprise the following major 

projects which are expected to be available for use in 2016: construction of a Grid connection substation  at 

the amount of BGN 6,269 thousand and construction of an installation for production of chemically treated 

water of BGN 2,005 thousand. The planned amount for completion of the projects is about BGN 2,250 

thousand.  

According to the signed agreement for grid connection and pursuant to the legislation in Bulgaria, at the 

moment of connection of the substation to the electricity grid, the constructed assets should be transferred 

and become property of the Natsionalna Elektricheska Kompania EAD (NEK EAD), as part of the grid 

connection price. The Group applied judgment and decided to present the asset as part of property, plant and 

equipment for the period of construction. 



Svilosa AD Consolidated financial statements 

for the year ended 31 December 2015  

Notes to the consolidated financial statements  

14 

 

14. Property, plant and equipment (continued) 

(c)  Pledged assets 

A registered pledge of the enterprise of Svilocell EAD with a secondary listing on the assets without 

receivables was established as a collateral under a contract for a bank loan with CIBANK AD. 

In connection with collateral agreements for bank overdrafts of Svilocell EAD, the Group has provided as 

collateral property, plant and equipment with a carrying amount of BGN 344 thousand as at 31 December  

2015.  

(d)  Government grant 

According to Government grant agreement signed under Operational Programme “Development of the 

Competitiveness of the Bulgarian Economy” 2007 – 2013, Svilocell EAD has received government grants in 

relation to investments in property, plant and equipment at the amount of BGN 2,050 thousand. The grant is 

received in April 2015 and is recognized as cost deduction of the constructed fixed assets. There no future 

obligations to be met by the Group. 

(e)  Allocation of depreciation expenses for the period 

Depreciation expenses for the year are included in the following items of the consolidated financial statements: 

In thousands of BGN  2015 2014 

    

Cost of sales (inventories and services)  6,165 5,880 

Distribution expenses  85 84 

Administrative expenses  167 142 

  6,417 6,106 

 

In September 2015 a new ecological permission was issued for the exploitation of the production assets of 

the Group. Under the term of the permission the Group is required to build certain assets for meeting the 

ecological terms for work. The assets should be built and brought o exploitation by the end of August 2018. 

The management made analysis and consider that the amount of the required investments in assets is 

approximately BGN 2.3 million.  
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15. Intangible assets 

(а)  Reconciliation of carrying amount  

In thousands of BGN  Licences Software 

Greenhouse 

gas emissions 

allowances Other 

Under 

construction Total 

        

Cost        

Balance at 1 January 2014  143 360 138 23 - 664 

Additions  - 1 299 - - 300 

Disposals  - - (293) - - (293) 

Balance at 31 December 2014  143 361 144 23 - 671 

        

Balance at 1 January 2015  143 361 144 23 - 671 

Additions  8 3 - - 105 116 

Reclassification  - - - - 69 69 

Transfers  16 - - - (16) - 

Surrendered allowances to the 

State  - - (7) - - (7) 

Balance at 31 December 2015  167 364 137 23 158 849 

        

Amortisation and impairment losses       

Balance at 1 January 2014  142 357 38 20 - 557 

Amortisation for the year  - 4 - 3 - 7 

Balance at 31 December 2014  142 361 38 23 - 564 

        

Balance at 1 January 2015  142 361 38 23 - 564 

Amortisation for the year  - 1 2 - - 3 

Balance at 31 December 2015  142 362 40 23 - 567 

        

Carrying amount        

At 1 January 2014  1 3 100 3 - 107 

At 31 December 2014  1 - 106 - - 107 

At  31 December 2015  25 2 97 - 158 282 

As at 31 December 2015, the intangible assets under construction comprise expenses incurred for acquisition 

of certificate for verification of greenhouse gas emissions, emitted from the production facilities of the 

Svilocell EAD.  

(b)  Allocation of amortisation expenses for the period 

Amortisation expenses for the year are included in the following items of the consolidated financial statements: 

In thousands of BGN  2015 2014 

    

Administrative expenses  3 7 
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16. Investment property 

(а)  Reconciliation of carrying amount  

In thousands of BGN  2015 2014 

    

Cost at 1 January  600 600 

Additions  - - 

Disposals  - - 

Cost at 31 December  600 600 

    

Accumulated depreciation at 1 January  417 405 

Amortisation for the year  10 12 

Accumulated depreciation and impairment at 31 December  427 417 

Balance 31 December  173 183 

The Group rents lands and buildings to companies operating on the territory of Svilosa AD. Therefore lands 

and buildings were transferred from property, plant and equipment in previous periods and are presented as 

investment property as at 31 December 2015 and 2014. 

(b)  Allocation of depreciation expenses for the period 

Depreciation expenses for the year are included in the following items of the consolidated financial statements: 

In thousands of BGN  2015 2014 

    

Administrative expenses  10 12 

(c)  Fair value measurement 

(i) Hierarchy of fair value 

The fair value of investment property was determined by external, independent property valuers, having 

appropriate recognized professional qualification and recent experience in the location and category of the 

property being valued. The fair value measurement for investment property of BGN 697 thousand has been 

categorised as a Level 3 fair value based on the inputs to the valuation technique used. 

(ii) Measurement techniques and significant observable input data  

The investment property of the Company consists of specialised assets with narrow industrial usage.  
The following table shows the valuation technique used in the measuring the fair value of investment 

property, as well as the significant unobservable inputs used. 

Valuation technique Significant unobservable inputs 

Inter-relationship between key 

unobservable inputs and fair 

value measurement 

Cost method: The value under this method 

is based on the expenditures for 

construction of identical assets at current 

prices. After determine of the preliminary 

recoverable amount, it is adjusted with the 

physical and functional depreciation.  

 

 Prices of land  - between BGN 1 and BGN 5 

per square meter 

 Price of square meter of a building between 

BGN 50 and BGN 630 depending of the 

nature of the building  

 Prices for construction of one square meter. 

 Physical depreciation (40-60%);  

 Functional obsolescence (40-70%); 

 

The estimated fair value would 

increase (decrease) if: 

 the price for construction of 
one square meter is higher 
(lower). 

 the expected level of physical 

depreciation and functional 

obsolescence is lower (higher) 

The valuation specialist considers that the cost method is the only  reliable method for measurement of the 

fair value  of the assets, because of their industrial usage. 
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17. Investments 

Available-for-sale long term investments  

  

31 December  

2015 

31 December  

2014 

     

KK Baldumor   2 2 

Fond Industria   6 6 

   8 8 

Other   22 22 

Total investments   30 30 

Long-term investments available for sale are recorded at cost and represent equity in unlisted companies. 

There is no established market price of such capital instruments and the management is unable to determine a 

fair price. 

18. Loans granted 

In thousands of  BGN Note 2015 2014 

    

Loans granted    

Loans granted to related parties 29 603 530 

Loans granted to non-related parties  1,214 451 

  1,817 981 

    
Current   1,217 451 
Non-current  600 530 

  1,817 981 

Loans granted to non-related parties  

As of 31 December 2015, the Company has provided commercial loans to unrelated parties amounting to 

BGN 1,214 thousand (2014: BGN 451 thousand). The interest rate on loans was 6.3% per year. The maturity 

of the loans is 31 December 2016 at unequal instalments. The loans are not secured. 

In March 2016 part of the loans amounting to BGN 704 thousand were repaid.  

Loans granted to related parties  

For the conditions in loans to related parties see (note 29). 
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19. Taxes 

(a)  Amounts recognised in profit or loss 

In thousands of BGN  2015 2014 

Current tax    

Tax for the current year  366 252 

  366 252 

    

Deferred tax     

Origination and reversal of temporary differences  1,926 718 

  1,926 718 

Total tax expense  2,292 970 

(b)  Reconciliation of effective tax rate 

In thousands of BGN 2015 2015 2014 2014 

     

Profit for the period  20,163  8,678 

Total tax expense
 

 2,292  970 

Profit before tax  22,455  9,648 

Corporate tax based on the statutory tax rate 10% 2,245 10% 965 

Expenses unrecognised for tax purposes  19  6 

Current loss, for which is not recognised deferred asset  29  - 

Recognition of deferred taxes recognised in prior periods  (1)  (1) 

 10% 2,292 10% 970 

The tax periods of the Company may be subject to examination by tax authorities until the expiration of five 

years from the end of the year in which the declaration has been lodged or should have been lodged a 

declaration as may be imposed additional tax liabilities or penalties according to the interpretation of tax 

legislation. The Company‘s management is not aware of any circumstances that could give rise to additional 

substantive obligations in this area. The last tax audit of the Company’s corporate income tax was made in 

2006 and covers the period until 31 December 2004 and the last tax audit for value added tax covers the 

period up to 30 September 2005.  
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19. Taxes (continued) 

(c)  Recognised deferred tax assets and liabilities 

Deferred tax assets and liabilities are attributable to the following items:  

 Assets Liabilities Net 
In thousands of BGN 2015 2014 2015 2014 2015 2014 

       

Property, plant and equipment  - - (5,044) (3,095) (5,044) (3,095) 

Intangible assets 1 1 - - 1 1 

Investment property 4 5 - - 4 5 

Payables to personnel 28 8 - - 28 8 

Employee benefits 23 21 - - 23 21 

Impairment of receivables 66 63 - - 66 63 

Write-off of payables 86 86 - - 86 86 

Write-down of inventory 9 10 - - 9 10 

Tax (assets)/liabilities 217 194 (5,044) (3,095) (4,827) (2,901) 

Setting off taxes (186) (136) 186 136 - - 

Net tax (assets)/liabilities 31 58 (4,858) (2,959) (4,827) (2,901) 

(d)  Movement in deferred taxes 

In thousands of BGN 
Balance at  

1 January 

2015 

Recognised 

in profit or 

loss  

Recognised 

in other 

comprehensi

ve income  

Balance at 

31 December 

2015 

     

Property, plant and equipment (3,095) (1,949) - (5,044) 

Intangible assets 1 - - 1 

Investment property 5 (1) - 4 

Payables to personnel 8 20 - 28 

Employee benefits 21 2 - 23 

Impairment of receivables 63 3 - 66 

Write-off of payables 86 - - 86 

Write-down of inventory 10 (1) - 9 

 (2,901) (1,926) - (4,827) 

 

In thousands of BGN 
Balance at  

1 January 

2014 

Recognised 

in profit or 

loss 

Recognised 

in other 

comprehensi

ve income 

Balance at 

31 December 

2014 

     

Property, plant and equipment 2,381 714 - (3,095) 

Intangible assets (4) 3 - 1 

Investment property (6) 1 - 5 

Payables to personnel (7) (1) - 8 

Employee benefits (26) 5 - 21 

Impairment of receivables (59) (4) - 63 

Write-off of payables (86)  - 86 

Write-down of inventory (10) - - 10 

 2,183 718 - (2,901) 

The applicable tax rate for 2015 and 2014 is 10% in accordance with the Corporate Income Tax Act.
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20. Inventories 

In thousands of BGN  2015 2014 

    

Raw materials and consumables  8,615 8,300 

Finished goods  3,865 1,730 

Work-in-progress  174 41 

  12,654 10,071 

 

21. Trade and other receivables 

In thousands of BGN  2015 2014 

    

Trade receivables  6,627 7,446 

Court receivables  60 1,367 

Tax receivables (VAT)  2,015 826 

Prepayments for acquisitions of property, plant and equipment  1,122 154 

Prepayments for raw materials  574 868 

Guarantees   1,013 - 

Other receivables  1,401 337 

  12,812 10,998 

including Financial instruments    

Trade receivables  6,627 7,446 

Court receivables  60 1,367 

Guarantees   1,013 - 

Other receivables  1,401 337 

  9,101 9,150 

Other receivables  include cash in banks in the amount of BGN 1,201 thousand, which is related with a letter 

of credit. 

22. Cash and cash equivalents 

In thousands of BGN  2015 2014 

    

Cash in hand  8 4 

Bank balances  7,754 1,533 

Deposits  - 416 

Cash and cash equivalents in the statement of cash flows 7,762 1,953 
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23. Capital and reserves 

(a)  Share capital  

 Ordinary shares 

In thousands  of shares 2015 2014 

Issued at 1 January 31,755 31,755 

Issued at 31 December – fully paid 31,755 31,755 

As at 31 December 2015 the share capital is distributed among 31,754,944 shares with a par value of BGN 1 

each, as follows:  

Shareholder 31 December  2015 31 December  2014 

 Number of 

shares % 

Number of 

shares % 

     

ARUS Holding AD 25,615,674 81 25,615,674 81 

KBD S.A., Luxembourg 4,000,000 13 4,000,000 13 

Ekoteknika EOOD 665,919 2 665,919 2 

Svilosa 2000 АD 605,074 2 598,790 2 

Other 868,277 2 874,561 2 

 31,754,944 100 31,754,944 100 

(b)  Reserves 

The reserves are formed from the distributable profit allocated each year by decision of the Shareholders. As 

per the Bulgarian Commercial Act, statutory reserves are formed through allocation of 1/10 of the annual 

profit until reaching 1/10 or more of the Company’s registered capital. 

(c)  Capital management 

The policy of the Board of Directors is to maintain a strong capital base so as to maintain the confidence of 

investors, creditors and the market in general, and to be able to provide conditions for business development 

in the future 

During the year there were no changes in capital management of the Group.  

24. Earnings per share 

Basic earnings per share 

The calculation of earnings per share at 31 December 2015 is based on the net profit of the owners of 

ordinary shares amounted to BGN 20,139 thousand (2014: BGN 8,669) and the weighted average number of 

ordinary shares during the year ended 31 December 2015: 31,754,944 (2014: 31,754,944). Earnings per share 

and earnings per diluted share are equal for the year ended 31 December 2015 and 2014. There are not issued 

instruments with the effect of reducing the value of the Group. 
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25. Loans 

This note provides information about the contractual terms of the Group's interest-bearing loans. More 

information on the impact of interest rate and currency risk on the Group is contained in note 28.  

In thousands of BGN Note 2015 2014 

Current liabilities    

    

Bank overdrafts  - 4,344 

    

Bank loans – with maturity up to 1 year  6,915 5,434 

  6,915 9,778 

    

Non-current liabilities
    

    

Loans form related parties 29 4,616 9,335 

Bank loans – with maturity up to 1 year  15,419 19,020 

  20,035 28,355 

Total interest loans  26,950 38,133 

(а)  Terms and schedule of repayment
 

The terms of the loans are as follows: 

    31 December 2015 31 December 2014 

In thousands of BGN 
Currency Nominal interest 

rate 

Maturity Face 

value 

Carrying 

amount 

Face 

value 

Carrying 

amount 

        

Secured bank loan A EUR 

3 month 

Euribor+2.9% 2019 19,032 19,032 24,454 24,454 

Secured bank loan B EUR 

3 month 

Euribor+2.5% 2021 3,302 3,302 - - 

Secured bank overdraft A EUR 

6 month 

Euribor+3.67% 2016 - - 1,430 1,430 

Secured bank overdraft B BGN BIR + 4,95% 2016 - - 2,914 2,914 

Unsecured loan from related 

party A EUR 5.8% 2016 641 641 4,381 4,381 

Unsecured loan from related 

party B EUR 5.8% 2016 3,975 3,975 4,551 4,551 

Unsecured loan from related 

party C EUR 

Basic interest 

+2.75% 2016 - - 403 403 

Total interest-bearing liabilities   26,950 26,950 38,133 38,133 

Bank loan contracts  

On 25 July 2014 was signed a loan agreement with CIBANK AD. The bank loan was secured by a pledge of 

the commercial enterprise of Svilocell EAD with a secondary listing on the assets without receivables, and a 

pledge of cash in existing and future bank accounts of the Company in the bank. 

On 27 October 2015 г. was signed agreement for investment loan with CIBANK AD. The bank loan was 

secured by a pledge of the commercial enterprise of Svilocell EAD with a secondary listing on the assets 

without receivables.  

According to the terms of the loan agreements, the Group should maintain specified financial covenants. In 

case the Group fails to maintain the covenants, the bank is entitled to exercise its rights according to the 

signed agreements, including to declare the loans due. As at 31 December 2015 the Group did not cover the 

covenant related to bank accounts turnover in accordance with agreement for secured bank loan A. On 30 

December 2015 the Group received waiver in relation to the requirement for maintaining the covenant. 
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26. Trade and other liabilities 

In thousands of BGN  2015 2014 

    

Liabilities to suppliers  6,312 4,117 

Payables to employees  463 373 

Other taxes and fees liabilities    400 370 

Social security’s liabilities  289 127 

Advances received  75 60 

Obligation for surrender allowances for greenhouse gas 

emissions to the state  37 7 

Other liabilities  528 433 

  8,104 5,487 

Including Financial Instruments    

Liabilities to suppliers  6,312 4,117 

Other liabilities  528 433 

  6,840 4,550 

27. Employee benefits 

According to the requirements of the Labor Code and the Collective Labour Agreement (CLA) on 

termination of employment once the employee has acquired the right to a retirement pension, the Company is 

obliged to pay compensation up to twice the gross salary. If the employee has worked at the company over 

the last 10 years the amount of compensation amounts to six-month amount of his gross salary. 

Accrued liability for retirement benefits at 31 December 2015 amounted to BGN 437 thousand. Approximate 

amount of liabilities to 31 December 2015 based on actuarial report, which uses the following parameters and 

assumptions:  

 Discount rate: 4% (2014: 4%); 

 Expected salary increase: 1% yearly; 

 Date of retirement: in accordance with the years of service and age; 

 Life expectancy: in accordance with mortality tables of the National Statistical Institute.  

 

Movements in the value of net liabilities for retirement benefits recognized in the statement of financial 

position: 

In thousands of BGN  2015 2014 

    

Current value of liabilities at 1 January  421 439 

Paid retirement benefits  (39) (84) 

Expenses recognised in profit or loss (see below)  54 55 

Expenses recognized in other comprehensive income  1 11 

Current value of liabilities at 31 December  437 421 
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27. Employee benefits (continued) 

Expenses recognized in profit or loss 

In thousands of BGN  2015 2014 

    

Value of the rights acquired during the year  37 37 

Liabilities interest   17 18 

  54 55 

 

In thousands of BGN  2015 2014 

    

Long-term liabilities  386 370 

Short-term liabilities  51 51 

  437 421 

Sensitivity analysis 

The calculation of obligations under a defined benefit plan is influenced by changes in actuarial assumptions 

listed above. The following table summarizes the effect of the change in actuarial assumptions on plan 

liabilities at the end of the reporting period.  

  Obligation under a defined 

benefit plan 

Effect in thousands of BGN  Increase  Decrease  

The discount rate (0.25% change)  (10) 10 

Future salary increases (1% change)  41 (37) 

Percentage of employee turnover (1% change)  (37) 31 

Life expectancy (1% change)  (7) 6 

Although the analysis does not take into account the full distribution of the cash flows expected in the plan, it 

provides approximation of the sensitivity of those assumptions.  

28. Financial instruments 

(а) Financial risk management 

The Company has exposure to the following risks from its use of financial instruments: 

 Credit risk; 

 Liquidity risk; 

 Market risk. 

(i) General principles of risk management  

The Board of Directors is responsible for establishing and managing the risks faced by the Group.  

The Group's policy for risk management is developed so as to identify and analyse the risks faced by the 

Group, to establish limits on taking risks and controls, to monitor the risks and adherence to limits. These 

policies are reviewed regularly to reflect changes in market conditions and the Group. The group, through its 

standards and procedures for training and management, aims to develop a constructive control environment 

in which all employees understand their roles and obligations. 

The Audit Committee of the Group monitors how management ensures compliance with policies for risk 

management and reviews the adequacy of the framework for risk management in relation to the risks faced 

by the Group. 
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28. Financial instruments (continued) 

(а)  Financial risk management (continued) 

(ii)  Credit risk 

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument 

fails to meet its contractual obligations, and arises principally from the Group’s receivables from customers 

and loans. 

The Group’s exposure to credit risk is influenced mainly by the individual characteristics of each customer.  

This exposure may also depend on the default risk of the industry and the internal market on which the Group 

operates.  

Approximately 65% of the Group's revenue generated in 2015 were from sales to ten clients (2014: 63% of 

revenues were generated by sales to ten clients). In 2015, 78% of the Group's revenues are generated by 

exports of goods (2014: 86%) 

The credit policy determines that each new customer is analyzed individually for creditworthiness before the 

Company’s standard payment and delivery terms and conditions are offered.  The Group’s analysis includes 

but is not limited to requiring in most cases a letter of credit or a bank guarantee to be issued by the new 

customers in favor of the Group, amounting to the value of the inventories under the terms of deferred 

payment.  Customers that fail to meet the Group’s benchmark creditworthiness may transact with the Group 

only on a cash basis. 

The carrying amount of financial assets represents the maximum credit exposure. The maximum credit 

exposure at the reporting date is: 

In thousands of BGN Note 2015 2014 

    

Loans granted 18 1,817 981 

Trade and other receivables 21, 29 9,114 9,156 

Cash and cash equivalents 22 7,754 1,949 

 18,685 12,086 

The Group establishes an allowance for impairment that represents its estimate of incurred losses in respect 

of trade and other receivables and investments. The main components of this allowance are a specific loss 

component that relates to individually significant exposures, and a collective loss component established for 

Group of similar assets in respect of losses that have been incurred but not yet identified. The collective loss 

allowance is determined based on historical data of payment statistics for similar financial assets. 

The maximum exposure to credit risk for trade and other receivables and loans granted to the reporting date 

by geographic region is as follows: 

  Carrying amount 

In thousands of BGN  2015 2014 

    

Domestic market  8,057 9,813 

Euro-zone  2,669 5,835 

Non Euro-zone  205 138 

  10,931 15,786 

“Euro-zone” is used in the sense of countries which has adopted the EUR as a national currency. “Non Euro-

zone” is used in sense of countries, which official currency is different from EUR. “Domestic market” covers 

the territory of Bulgaria. 
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28. Financial instruments (continued) 

(а)  Financial risk management (continued) 

(ii) Credit risk (continued) 

The maximum credit exposure at the reporting date for trade receivables and loans granted to the Group by 

types of clients: 

In thousands of BGN   2015 2014 

    

Customers sales of finished goods  5,976 6,654 

Customers loans granted  1,817 981 

Customers rentals and other services  442 229 

Customers other sales  2,696 2,273 

 10,931 10,137 

The main customers of finished goods, produced by the Group are plants for production of printing paper, 

high-quality cardboard and sanitary paper on the Balkans region and in European Union, or wholesalers from 

the European Union.  

As at 31 December 2015 the total amount of the individual receivables form clients, which represent 10% 

and more from the total outstanding trade receivables as at that date is BGN 4,972 thousand (2014: BGN 

4,787 thousand).   

Impairment 

The aging of trade receivables at the reporting date was: 

In thousands of BGN 2015 2015 2014 2014 

 Gross amount Impairment Gross amount Impairment 

     

Not past due 9,834 19 5,575 - 

Past due 90 days 675 7 2,615 - 

Past due 91-180 days 88 - 1,362 - 

Past due more than 180 days 1,088 728 1,012 427 

 11,685 754 10,564 427 

As of 31 December 2014, trade receivables past due 91 to 180 days include receivables amounting to BGN 

1,182 thousand for which was signed repayment plan. As of 31 December 2015 the counterparty repaid its 

obligation to the Group.  

The loans granted are not overdue.  
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28. Financial Instruments (continued) 

(а)  Financial risk management (continued) 

(ii) Credit risk (continued) 

Impairment (continued) 

The movement in the allowance account for impairment of trade and other receivables during the year is as 

follows: 

In thousands of BGN  2015 2014 

    

Balance at 1 January  427 509 

Recognised impairment losses  372 15 

Reversal of impairment  (3) (3) 

Amounts written off  (42) (94) 

Balance at 31 December  754 427 

(iii) Liquidity risk 

Liquidity risk is the risk that the Group will have difficulty implementing the obligations associated with 

financial liabilities that are settled in cash or another financial asset. The approach of the Group for managing 

liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet its obligations, 

both under normal and under stress conditions and without incurring unacceptable losses or risking harm the 

reputation of the Group. 

Group makes financial planning to meet the payment of expenses and current liabilities for a period of 30 

days, including the servicing of financial obligations; this excludes the potential impact of extraordinary 

circumstances which could not be foreseen under normal conditions. 

The following are the contractual maturities of financial liabilities, including estimated interest payments and 

excluding the impact of netting agreements: 

31 December 2015 

In thousands of BGN 

Carrying 

amount 

Contractual 

cash flows 

6 

months 

or less 

6-12 

months 
1-2 

years 

2-5 

years 

More 

than 5 

years 

Non-derivative financial liabilities        

Trade and other liabilities 6,685 (6,685) (6,685) - - - - 

Payables to related parties 677 (677) (677) - - - - 

Secures interest loans 22,334 (23,800) (3,583) (4,049) (7,799) (8,369) - 

Unsecured interest loans 4,616 (5,599) (131) (131) (264) (5,073) - 

 34,312 (36,761) (11,076) (4,180) (8,063) (13,442) - 

The group has agreed overdrafts amounted to EUR 3,000 thousand and BGN 8,900, which at 31 December 

2015 are not utilized. A part of bank overdrafts were extended in February 2016 for 12 months. Another part 

of bank overdrafts is expected to be extended for at least 12 months under the terms of the contract of bank 

overdraft. 
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28. Financial instruments (continued) 

(а)  Financial risk management (continued) 

(iii) Liquidity risk (continued) 

31 December 2014 

In thousands of BGN 

Carrying 

amount 

Contractual 

cash flows 

6 months 

or less 

6-12 

months 
1-2 

years 

2-5 

years 

More 

than 5 

years 

Non-derivative financial liabilities        

Trade and other liabilities 4,550 (4,550) (4,550) - - - - 

Payables to related parties 160 (160) (160) - - - - 

Bank overdrafts 4,344 (4,344) (4,344) - - - - 

Secures interest loans 24,453 (26,138) (3,062) (3,022) (5,927) (14,127) - 

Unsecured interest loans 9,335 (10,697) - - - (10,697) - 

 42,842 (45,889) (12,116) (3,022) (5,927) (24,824) - 

(iv)  Market risk 

Market risk is the risk that in changes of market prices, as foreign exchange rates, interest rates or equity 

prices, the Company‘s income or the value of its investments can be affected. The objective of market risk 

management is to manage and control market risk exposures within acceptable parameters while optimizing 

the return.  

Currency risk 

Overall, the Group is not exposed to significant currency risk because: 

 purchases of basic goods, materials and services, which the Group trades or puts into production are 

denominated in Bulgarian lev (BGN) or euro (EUR). 

 The majority of export sales are denominated in euro.  

 all long-term loans are denominated in EUR or BGN, which reduces the currency risk. 

Exposure to currency risk 

Group's exposure to currency risk arises because 21% of sales for 2015 were realized in US dollars (2014: 

36%); and 57% of sales for 2015 were made in euro (2014: 50%).  

In 2015 and 2014, the Group has not imported goods and services denominated in US dollars. 

When denominated in foreign currencies, the loans are granted in euro. 

Effective 1 January 1999, the Bulgarian Lev (BGN) rate is fixed to the Euro (EUR). The applicable exchange 

rate is BGN 1.95583 / EUR 1.0. 
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28. Financial instruments (continued) 

(а)  Financial risk management (continued) 

(iv)  Market risk (continued) 

Sensitivity analysis 

Sensitivity analysis of changes in the exchange rate of BGN to the EUR or USD would have no effect on the 

financial statements of the Group due to the low levels of exposure in USD at  31 December 2015 and 2014.  

The Group's exposure to currency risk is as follows: 

   BGN EUR USD BGN EUR USD 

   31 December 2015 31 December 2014 

Trade and other receivables 6,469 1,357 115 3,187 5,263 42 

Loans granted 1,013 564 - 982 - - 

Cash and cash equivalents 413 3,455 16 406 1,410 37 

Trade and other liabilities (6,334) (527) (11) (3,184) (910) (12) 

Loans and borrowings - (13,779) - (2,914) (18,006) - 

Net exposure 1,561 (8,930) 120 (1,523) (12,431) 67 

The following exchange rates were applied during the year: 

 Average rate Rate at the reporting date 

 2015 2014 2015 2014 

US dollar (USD 1) 1.7644 1.47437 1.79007 1.60841 

 

Interest rate risk 

Interest rate risk is associated with a potential negative impact on the financial results of the Group as a result 

of changes in interest rates. As of 31 December 2015 the Company is exposed to this risk due to loans with 

floating interest rate 3-month and 6-month Euribor plus a margin.  

Exposure to interest rate risk 

The following table includes the carrying value of financial instruments by interest rates: 

  Nominal value 

In thousands of BGN  2015 2014 

Fixed rate instruments    

Financial assets  9,571 2,930 

Financial liabilities  (4,616) (8,751) 

  4,955 (5,821) 

Instruments with variable interest    

Financial assets  - - 

Financial liabilities  (22,335) (29,119) 

  (22,335) (29,119) 
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28. Financial instruments (continued) 

(а)  Financial risk management (continued) 

(iv)  Market risk (continued) 

Fair value sensitivity analysis for fixed rate instruments 

The Group does not account for any fixed rate financial assets and liabilities at fair value through profit or 

loss. Therefore a change in interest rates at the reporting date would not affect profit or loss. 

Cash flow sensitivity analysis for variable rate instruments 

A change of 0.25% in interest rates at the reporting date would have increased (decreased) equity and profit 

or loss by the amounts shown below. This analysis assumes that all other variables, in particular foreign 

currency rates, remain constant. The analysis is performed on the same basis for 2014. 

Effect of a change of 0.25% of the interest rate on instruments with variable interest: 

In thousands of BGN Effect in profit or loss Effect in equity 

 0.25% 

increase 

0.25% 

decrease 

0.25% 

increase 

0.25% 

decrease 

     

31 December 2015     

Variable rate instruments (56) 56 - - 

     

Cash flow sensitivity (net) (56) 56 - - 

     

31 December 2014     

Variable rate instruments (73) 73 - - 

     

Cash flow sensitivity (net) (73) 73 - - 
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28. Financial instruments (continued) 

(b)  Capital management 

The Board of Director’s policy is to maintain a strong capital base so as to maintain investors, creditors and 

market confidence and to sustain future development of the business. 

There were no changes in the Group’s approach to capital management during the year. 

 (c)  Fair values compared to book values 

The management has made  analysis of the financial instruments to which the Group is a party as at the 

reporting date to determine their fair values and their corresponding levels in the fair value hierarchy. 

(i) The Group is not a party to financial instruments that are measured at fair value at 31 December 2015. 

The following fair value information is presented only for disclosure purposes. 

(ii) The management considers that the carrying amounts of the following financial instruments are 

reasonable approximation of their fair values: 

- Short-term financial assets, including trade and other receivables (Note 21) and cash and cash equivalent 

(Note 22), 

- Short-term financial liabilities, including trade and other payables (Note 26). 

(iii) The management has performed analysis to determine the fair values of the long-term financial 

instruments to which the Group is a party. The management considers that the long-term financial 

instruments stated below meet the criteria for classification in the third level of the fair value hierarchy. 

Based on the analysis performed the management considers that the carrying amounts of the financial 

instruments stated below can be regarded as reasonable approximation to their fair values: 

- Loans and borrowings (Note 25). 

- Related party receivables (Note 29) 

- Loans granted (Note 18) 

During the reporting period, the Group has not transferred financial instruments between the different levels 

of the fair value hierarchy. 
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29. Related parties 

(а)  Identity of related parties 

The ultimate controlling company is A.R.U.S Holding AD. Related parties for the Group are: 

 Krassimir Dachev – a majority shareholder of A.R.U.S Holding AD  

 A.R.U.S Holding AD – a majority shareholder of Svilosa AD 

 GTM A. Balevski Holding – related party by line of management 

 Alukom AD   – related party by line of management 

 Оsam AD  – related party by line of management 

 Centromet AD  – related party by line of management 

 Arma AD (in an insolvency) – related party by line of management 

 ARMA GTM  – related party by line of management 

 Leyar Service EOOD – related party by line of management  

 GTM Energy EOOD – related party by line of management 

 Toplofikatsiya-Loznitsa EAD – related party by line of management 

 Machines and Engineering  EOOD– related party by line of management 

 GTM OOD – related party by line of management 

 Teceko EOOD – related party by line of management  

 Teceko Power EOOD – related party by line of management  

 Management of the Group 

(b)  Transactions with key management personnel 

The Group considers as a key management personnel the members of the  Board of Directors of Svilosa AD 

and the Board of Directors of Svilcell EAD the parent company and the members of the Board of Directors 

and managers of the subsidiaries. The remuneration of the key management personnel consist of: 

In thousands of BGN  2015 2014 

    

Short-term employee benefits  266 237 

  266 237 

(c)  Other related party transactions 

In thousands of BGN  

Transaction value for 

the year ended 

31 December 

Balance outstanding as at 

31 December 

  2015 2014 2015 2014 

Sale of goods and services / Receivables      

Teceko EOOD  57 - 7 - 

ARMA GTM EAD  - - - 6 

Оsam AD  7  6 - 

Centromet AD   - 2 - - 

  64 2 13 6 

Current     13 6 

Non-current    - - 

      

Purchases of goods and services / Liabilities      

Teceko EOOD  4,932 - 599 - 

GTM A. Balevski Holding AD  6,744 8,610 78 137 

GTM Energy EOOD  764 2,605 - 23 

Machines and Engineering  EOOD  117 15 - - 

  12,557 11,230 677 160 

Current     677 160 

Non-current    - - 



Svilosa AD Consolidated financial statements 

for the year ended 31 December 2015  

Notes to the consolidated financial statements  

33 

 

29.  Related parties (continued) 

(c)  Other related party transactions (continued) 

  

Transaction value for 

the year ended 

31 December 

Balance outstanding as at 

31 December 

  2015 2014 2015 2014 

Loans received / Loan payables      

A.R.U.S Holding AD    4,616 9,335 

- Interests accrued  616 681   

- Interests paid  (1,163) -   

- Loan repaid  (4,172) -   

  (4,719) 681 4,616 9,335 

Current    - - 

Non-current    4,616 9,335 

      

      

Loans granted / Loan receivables      

Teceko EOOD    603 515 

- Loan granted   625 279   

- Loan repaid   (500) -   

- Interests accrued   40 22   

- Interests paid  (77) -   

      

Teceko Power EOOD    - 15 

- Loan granted   35 -   

- Loan repaid   (24) -   

- Interests accrued   2 -   

- Interests paid  (2) -   

- Impairment of loan  (26) -   

  73 301 603 530 

Current     3 - 

Non-current     600 530 

The loan granted to Teceko EOOD and Teceko Power EOOD has an interest rate of 6.3% and maturity 31 

December 2020. In 2015 the Company has recognized an impairment of the loan granted at the amount of 

BGN 26 thousand, of the loan granted to Teceko Power EOOD. 

The loans granted to related parties are unsecured. 

Svilocell EAD has a preliminary contract with Teceko EOOD for joint usage of certain production assets of 

the Company. The contract is expected to become effective in 2016-2017.  
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30. Group entities and non-controlling interests (NCI) 

Control over the Group 

The majority shareholder of Svilosa AD is A.R.U.S Holding AD, which holds 81% of the share capital of 

Svilosa AD. 

Significant subsidiaries 

   Headquarter Share 

    2015 2014 

      

Svilocell EAD   Bulgaria 100% 100% 

Bioresource Svishtov EOOD   Bulgaria 100% 100% 

Severna Darvodobivna Company AD   Bulgaria 66% 66% 

 

  31 December 2015 31 December 2014 

In thousands of BGN  

Severna 

Darvodobivna 

Company AD 

Severna 

Darvodobivna 

Company AD 

NCI %  34% 34% 

Non-current assets  167 2 

Current assets  1,128 404 

Non-current liabilities  (1) - 

Current liabilities 
 (936) 

(118) 

Net assets  358 288 

Carrying amount of NCI  122 98 

Revenue  10,263 4,369 

Profit  70 27 

Other Comprehensive Income  - - 

Total comprehensive income  70 27 

Profit allocated to NCI  24 9 

Cash flows from operating activities   (75) (118) 

Cash flows from investment activities  (140) - 

Cash flows from financing activities, share capital  296 - 

Net increase (decrease) in cash and cash equivalents 17 (118) 

31. Agreement for sale of greenhouse gas emission allowances 

In 2013 has started the third phase from the EU Emissions Trading Scheme (EU ETS), covering the period 

2013 – 2020. In 2014 the Company has transactions for sale of quotas for greenhouse gas emissions at the 

amount of 50,000 tons of emissions, and realized profit at the amount of BGN 441 thousand. The Company 

has also exchanged 22,715 tons of reduced emissions according to art. 41 of the Climate change reducing Act 

and has realized profit from the exchange as a result amounting to BGN 233 thousand. In 2014 the Company 

has written-off 12,483 tons of reduced emissions as unacceptable international credits, according to 

Regulation (EU) No 389/2013 and has realized loss at the amount of BGN 47 thousand. 

As at 31 December 2015 the Company has accrued a liability at the amount of BGN 37 thousand for 

emissions to be surrendered to the State (2014: BGN 7 thousand). 

Svilosa AD is a party of the permit for greenhouse gas emissions trading, and main parts of the assets that are 

subject to this permit are transferred to the subsidiary Svilocell EAD when it was established.   
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32. Contingencies 

Svilocell EAD 

In February, 2009 Svilocell EAD undertook actions against an entity, which was a supplier of main 

production equipment, in relation with a claim for poor quality delivery of contracted work. In 2014 by a 

final disposition of the Arbitration Court, dated 17 June 2014, the Company was awarded to receive penalties 

at the amount of BGN 1,507 thousand and an interest for the period at the amount of BGN 441 thousand. The 

amount was accounted for in “Other income”. In addition, the Company was entitled to pay the supplier 

refund for litigation costs at the amount of BGN 576 thousand and interest for the period at the amount of 

BGN 4 thousand. The amount was accounted for in “Other administrative expenses”. As at 31 December 

2014 the Company has a receivable amounting to BGN 1,367 thousand. In 2015 the Company has collected 

the amount of BGN 1,307 thousand. 

Bioresource Svishtov EOOD  

In August 2015 a Tax Assessment Act has been issued, as a result of tax audit of Bioresource Svishtov 

EOOD in respect of value added tax, which covers the period up to 31 January 2013. As a result, a 

reimbursement of tax credit was denied to the Company amounting to BGN 1,139 thousand and accrued 

interest in the amount of BGN 273 thousand in relation to supplies of wood from suppliers. The Company 

has appealed by administrative way, the issued Assessment Act and, the Assessment Act was partially 

cancelled, and confirmed in the part for BGN 97 thousand with the respective interest. The Company has 

appealed against the confirmed part of the Assessment Act in the Administrative Court Sofia.  

In December 2015 an Assessment Act is issued as a result of a tax audit carried out in respect of value added 

tax, which covers the period from 1 February 2013 to 28 February 2013, under which, additional liabilities 

for the Company, amounted to BGN 923 thousand are imposed. The assumptions of the tax authorities are 

similar to the assumptions stated in the Assessment Act from August 2015. The Company appealed against 

the Assessment Act at the competent Department of the National Revenue Agency.  

To secure the imposed additional amounts, the tax authorities has denied reimbursement of  VAT amounted 

to BGN 174 thousand and a distrainment of bank accounts of the Company was imposed.  

By Order from February 2016, a tax inspections was assigned in respect of income tax for the period till 31 

December 2014 and in respect of value added tax for the period till 31 December 2015.  

Based on the professional opinion of legal advisers of the Group management consider that the possibility for 

incurring negative financial consequences related to the audits of the tax authorities is remote and 

respectively no provision is recognised. 

33. Subsequent events 

By Order dated February 2016 a tax inspection of Bioresource Svishtov EOOD is initiated in respect of 

corporate income tax for the period till 31 December 2014 and in respect of value added tax for the period till 

31 December 2015. 

In 2016 Bioresource Svishtov EOOD has sold its shares from the capital of its subsidiary Severna 

Darvodobivna Company AD to Svilosa AD.  
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34.  Basis of measurement 

These financial statements have been prepared on the historical cost basis, except for the following items in 

the statement of financial position:  

 The defined benefit plan obligation is measured at present value of the obligation. 

35. Changes in accounting policies 

The Group has adopted the following new standards and amendments to standards, including any 

consequential amendments to other standards, with a date of initial application of 1 January 2015. 

 Annual improvements to IFRSs 2010-2012 and 2011-2013 Cycle. The improvements introduce eleven 

amendments to nine of the standards and consequential amendments to other standards and 

interpretations. None of these amendments are expected to have a significant impact on the financial 

statements of the Group; 

Comparative information 

In 2015 the Group has presented in “Cost of sales” expenses related to production under operating capacity. 

For comparative information purpose the respective amounts for 2014 have been reclassified from line 

“Other expenses” to line “Cost of sales”.  

36. Significant accounting policies 

Except for the changes explained in Note 35, the Group has consistently applied the following accounting 

policies to all periods presented in these financial statements. 

Set out below is an index of the significant accounting policies, the details of which are available on the 

pages that follow: 

а. Basis of consolidation 37 

b. Revenue 37 

c. Finance income and finance costs 38 

d. Foreign currency  38 

e. Employee benefits 39 

f. Income tax 39 

g. Inventories 40 

h. Property, plant and equipment 41 

i. Intangible assets 42 

j. Investment property 43 

k. Leased assets 43 

l. Leases 43 

m. Financial instruments 44 

n. Impairment 45 

o. Provisions 47 

p. Segment reporting 47 

q. Earnings per share 48 

r. Government grants 48 
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36. Significant accounting policies (continued) 

(а)  Basis of consolidation 

(i) Subsidiaries 

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed to, or has 

rights to, variable returns from its involvement with the entity and has the ability to affect those returns 

through its power over the entity. The financial statements of subsidiaries are included in the consolidated 

financial statements from the date that control commences until the date that control ceases. 

(ii) Loss of control 

When the Group losses control over a subsidiary, it derecognises the assets and liabilities of the subsidiary, 

and any related NCI and the other components of equity. Any resulting gain or loss is recognised in profit or 

loss. Any interest retained in the former subsidiary is measured at fair value when control is lost. 

(iii) Transactions eliminated on consolidation 

Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group 

transactions, are eliminated in preparing the consolidated financial statements. Unrealised losses are 

eliminated in the same way as unrealised gains, but only to the extent that there is no evidence of impairment.  

(iv) Non-controlling interests 

NCI are measured at their proportionate share of the acquiree’s identifiable net assets at the acquisition date. 

Changes in the Group’s interest in a subsidiary that do not result in a loss of control are accounted for as 

equity transactions. 

(b)  Revenue 

(i) Sale of goods 

Revenue is recognised when significant risks and rewards of ownership have been transferred to the 

customer, recovery of the consideration is probable, the associated costs and possible return of goods can be 

estimated reliably, there is no continuing management involvement with the goods, and the amount of 

revenue can be measured reliably. Revenue is measured net of returns, trade discounts and volume rebates. 

The timing of the transfer of risks and rewards varies depending on the individual terms of the sales 

agreement. For sales of timber and paper products, usually transfer occurs when the product is received at the 

customer’s warehouse. Generally, for such products the customer has no right of return. 

(ii) Rendering of services 

Revenue from services rendered is recognised in proportion to the stage of completion of the transaction at 

the reporting date. The stage of completion is assessed by reference to surveys of work performed.  

(iii) Rental income  

Rental income from investment property is recognised on a straight-line basis over the term of the lease. 

Lease incentives granted are recognised as an integral part of the total rental income, over the term of the 

lease. 

(iv) Sale of greenhouse gas emission allowances 

The Group recognizes income from sale of reduced greenhouse gas emissions when the risk and rewards 

related to the reduced carbon emissions are transferred to the buyers in accordance with the terms of the 

respective contract. The income is recognized based on the amount of the greenhouse gas emissions 

reductions transferred and the unit price agreed. The income recognized is reduced with the related expenses 

incurred for realization of the sales. 
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36. Significant accounting policies (continued) 

 (c)  Finance income and finance costs 

The finance income and finance costs of the Group comprise:  

 interest income; 

 interest expense; 

 dividend income; 

 foreign currency gains and losses from financial assets and liabilities; 

 impairment losses recognized on financial assets (other than trade receivables); 

Interest income or expense is recognized using the effective interest rate method. Dividend income is 

recognized in profit or loss on the date that the Group’s right to receive payment is established.  

(d)  Foreign currency 

(i) Foreign currency transactions 

Transactions in foreign currencies are translated to the respective functional currencies of Group companies 

at exchange rates at the dates of the transactions.  

Monetary assets and liabilities denominated in foreign currencies are translated into the functional currency at 

the exchange rate at the reporting date. Non-monetary assets and liabilities that are measured at fair value in a 

foreign currency are translated into the functional currency at the exchange rate when the fair value was 

determined. Non-monetary items that are measured based on historical cost in a foreign currency are not 

translated. 

Foreign currency differences arising from the translation of the following items are recognized in OCI:  

 available-for-sale equity investments (except on impairment in which case foreign currency differences 

that have been recognized in other comprehensive income are reclassified to profit or loss); 

 a financial liability designated as a hedge of the net investment in a foreign operation to the extent that 

the hedge is effective; or  

 qualifying cash flow hedges to the extent the hedges are effective. 

Effective 1 January 1999, the Bulgarian Lev (BGN) rate is fixed to the Euro (EUR). The applicable exchange 

rate is BGN 1.95583 / EUR 1.0. 
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36. Significant accounting policies (continued) 

(e)  Employee benefits 

(i) Defined contribution plans 

Obligations for contributions to defined contribution plans comprise contributions to state-owned institutions 

and to obligatory pension funds managed by privately owned management companies, in accordance with 

legal requirements or individual choice. Obligations for contributions to defined contribution plans are 

expensed as the related service is provided. 

(ii) Defined benefit plans 

The Group’s obligation in respect of defined benefit plans is calculated separately for each plan by estimating 

the amount of future benefit that employees have earned in the current and prior periods and discounting that 

amount. 

The Group has obligation to pay certain amounts to each employee who retires from a Group Company in 

accordance with Art. 222, § 3 of the Labor Code in Bulgaria. According to these regulations in the Labor 

Code, when a labor contract of a company’s employee, who has acquired a pension right, is ended, the 

employer is obliged to pay him compensations amounted to two gross monthly salaries. In case the 

employee’s length of service in the company equals to or is greater than 10 or more years, as at retirement 

date, then the compensation amounts to six gross monthly salaries. 

As at the balance sheet date, the Management of the Group estimates the approximate amount of the potential 

expenditures for every employee based on a calculation performed by a qualified actuary using the projected 

unit credit method. Remeasurements arising from defined benefit plans comprise actuarial gains and losses 

and are recognised in OCI. Net interest expense and other expenses related to defined benefit plans are 

recognised in profit or loss. The estimated amount of the obligation and the main assumptions, on the base of 

which the estimation of the obligation has been made, are disclosed to the financial statements in note 27. 

(iii) Short-term employee benefits 

Short-term employee benefit obligations are expensed as the related service is provided. A liability is 

recognised for the amount expected to be paid if the Group has a present legal or constructive obligation to 

pay this amount as a result of past service provided by the employee and the obligation can be estimated 

reliably.  

(f)  Income tax 

Income tax expense comprises current and deferred tax. It is recognized in profit or loss except to the extent 

that it relates to a business combination, or items recognized directly in equity or in OCI. 

(i) Current tax 

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax 

rates enacted or substantively enacted at the reporting date, and any adjustment to tax payable or receivable in 

respect of previous years. Current tax also includes any tax arising from dividends. 
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36. Significant accounting policies (continued) 

(f)  Income tax (continued) 

(ii) Deferred tax 

Deferred tax is recognized in respect of temporary differences between the carrying amounts of assets and 

liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not 

recognized for: 

 temporary differences on the initial recognition of assets or liabilities in a transaction that is not a 

business combination and that affects neither accounting nor taxable profit or loss; 

 temporary differences related to investments in subsidiaries and jointly controlled entities to the 

extent that it is probable that they will not reverse in the foreseeable future; and 

 taxable temporary differences arising on the initial recognition of goodwill. 

Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when they 

reverse, based on the laws that have been enacted or substantively enacted by the reporting date. 

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax 

liabilities and assets, and they relate to income taxes levied by the same tax authority on the same taxable 

entity, or on different tax entities, but they intend to settle current tax liabilities and assets on a net basis or 

their tax assets and liabilities will be realised simultaneously. 

A deferred tax asset is recognized for unused tax losses, tax credits and deductible temporary differences, to 

the extent that it is probable that future taxable profits will be available against which they can be utilized. 

Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer 

probable that the related tax benefit will be realized. 

In determining the amount of current and deferred tax the Group takes into account the impact of uncertain 

tax positions and whether additional taxes and interest may be due. The Group believes that its accruals for 

tax liabilities are adequate for all open tax years based on its assessment of many factors, including 

interpretations of tax law and prior experience. This assessment relies on estimates and assumptions and may 

involve a series of judgments about future events. New information may become available that causes the 

Group to change its judgment regarding the adequacy of existing tax liabilities; such changes to tax liabilities 

will impact tax expense in the period that such a determination is made. 

Investments in subsidiaries 

The Company recognizes: 

i) deferred tax assets for all deductible temporary differences related to investments in subsidiaries 

only to the extent that it is probable that:   

 the temporary difference will reverse in the foreseeable future; and  

 taxable profit will occur against which temporary differences may be utilized. 

ii) deferred tax liabilities for all taxable temporary differences associated with investments in 

subsidiaries, except to the extent that both of the following conditions are satisfied: 

 the parent, investor, joint venturer or joint operator is able to control the timing of the reversal of 

the temporary difference; and 

 it is probable that the temporary difference will not reverse in the foreseeable future 

(g)  Inventories 

Inventories are measured at the lower of cost and net realizable value.  

The cost of inventories is based on the weighted-average principle. In the case of manufactured inventories 

and work in progress, cost includes an appropriate share of production overheads based on normal operating 

capacity.  
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36. Significant accounting policies (continued) 

(h)  Property, plant and equipment 

(i) Recognition and measurement and subsequent measurement 

Items of property, plant and equipment are measured at cost less any accumulated depreciation and any 

accumulated impairment losses. The cost comprises expenditure that is directly attributable to the acquisition 

of the asset. The cost of self-constructed assets includes the following: 

 cost of materials and direct labour; 

 any other costs directly attributable to bringing the assets to a working condition for their intended use; 

 when the entity is responsible for dismantle of assets or site restoration, an estimate of the costs of 

dismantling and removing the items and restoring the site on which they are located; 

 capitalised borrowing costs. 

When parts of an item of property, plant and equipment have different useful lives, they are accounted for as 

separate items (major components) of property, plant and equipment. 

The gain or loss on disposal of an item of property, plant and equipment are determined as the difference 

between the proceeds from disposal with the carrying amount of the item, and is recognised net within other 

income/other expenses in profit or loss. 

Subsequent to initial recognition, the property, plant and equipment is measured at cost model, specified in 

IAS 16 Property, plant and equipment, i.e. at acquisition cost less accumulated depreciation and impairment 

loss. 

(ii) Subsequent cost 

Subsequent expenditure is capitalised only when it is probable that the future economic benefits associated 

with the expenditure will flow to the Group. Ongoing repairs and maintenance is expensed as incurred. 

(iii) Depreciation 

Depreciation is calculated to write off the cost of items of property, plant and equipment less their estimated 

residual values using the straight-line basis over their estimated useful lives, and is generally recognized in 

profit or loss. Leased assets are depreciated over the shorter of the lease term and their useful lives unless it is 

reasonably certain that the Group will obtain ownership by the end of the lease term. Land is not depreciated. 

The estimated useful lives of property, plant and equipment are as follows: 

 

 buildings 25 years 

 machinery and equipment 3 – 25 years 

 vehicles 5 – 12 years 

 fixture and fittings 6 years 

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

appropriate.  

(iv) Reclassification to investment property 

When the use of a property changes from owner-occupied to investment property, the carrying amount of the 

transferred assets is perceived as cost as at the date of transfer of the assets to investment property in the 

Group’s statement of financial position. 
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36. Significant accounting policies (continued) 

(i)  Intangible assets 

(i) Recognition and measurement 

Intangible assets that are acquired by the Group and have finite useful lives are measured at cost less 

accumulated amortisation and accumulated impairment losses. 

The Group recognises as intangible assets purchased and granted by the state quotas for trading of 

greenhouse gas emissions. The quotas for trading of greenhouse gas emissions that are granted to the Group 

by the Bulgarian Government, in accordance with the national allocation plans for the period 2013 – 2020 are 

accounted initially at cost, which in this case is zero. The quotas for trading of greenhouse gas emissions 

purchased by the Group are accounted at cost less accumulated impairment losses. The quotas for trading of 

greenhouse gas emissions are not amortized. 

The Group recognizes amounts for settlement of its obligation to the state for the greenhouse gas emissions 

emitted for each year based on the carrying amount of the quotas for trading of greenhouse gas emissions 

owned by the Group as at 31 December. If the Group has no sufficient amount of quotas for trading of 

greenhouse gas emissions as at 31 December for covering the obligation the shortage is estimated at the fair 

values of quotas for trading of greenhouse gas emissions as at 31 December. 

(ii) Subsequent expenditure 

Subsequent expenditure is capitalised only when it increases the future economic benefits embodied in the 

specific asset to which it relates. All other expenditure, including expenditure on internally generated 

goodwill and brands, is recognised in profit or loss as incurred. 

(iii) Amortisation 

Amortisation is recognised in profit or loss on a straight-line basis over the estimated useful lives of 

intangible assets, from the date that they are available for use. The estimated useful lives are as follows: 

 patents and trademarks 6 years 

 software   3 years 

Amortisation methods, useful lives and residual values are reviewed at each reporting date and adjusted if 

appropriate. 
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36. Significant accounting policies (continued) 

(j)  Investment property 

Investment property is property held either to earn rental income or for capital appreciation or for both, but 

not for sale in the ordinary course of business, use in the production or supply of goods or services or for 

administrative purposes. Investment properties are stated at cost less depreciation and impairment losses. 

Investment property are transferred land and buildings from Property, plant and equipment. The carrying 

amount of the transferred assets is perceived as deem cost as at the date of transfer of the assets to investment 

property in the Group’s statement of financial position. 

When the use of a property changes such that it is reclassified as property, plant and equipment, cost at the 

date of reclassification becomes its cost for subsequent accounting.   

Depreciation is recognised in profit and loss on a straight-line basis over the estimated useful lives of the 

investment properties. Land is not depreciated. The depreciation of an investment property begins from the 

date it is available for use, i.e. from the date it is brought to the location and working condition necessary for 

its intended use. The estimated useful lives of the Group’s investment properties are 25 years, determined by 

the Group’s internal technical experts. 

(k)  Leased assets 

Leases in terms of which the Group assumes substantially all the risks and rewards of ownership are 

classified as finance leases. Upon initial recognition the leased asset is measured at an amount equal to the 

lower of its fair value and the present value of the minimum lease payments. Subsequent to initial 

recognition, the asset is accounted for in accordance with the accounting policy applicable to that asset. Other 

leases are operating leases and the leased assets are not recognised in the Group’s statement of financial 

position. 

(l)  Leases 

(i) Lease payments 

Payments made under operating leases are recognised in profit or loss on a straight-line basis over the term of 

the lease. Lease incentives received are recognised as an integral part of the total lease expense, over the term 

of the lease. Minimum lease payments made under finance leases are apportioned between the finance 

expense and the reduction of the outstanding liability. The finance expense is allocated to each period during 

the lease term so as to produce a constant periodic rate of interest on the remaining balance of the liability. 

Contingent lease payments are accounted for by revising the minimum lease payments over the remaining 

term of the lease, when the lease adjustment is confirmed. 

(ii) Determining whether an arrangement contains a lease 

At inception of an arrangement, the Group determines whether such an arrangement is or contains a lease. A 

specific asset is the subject of a lease if fulfilment of the arrangement is dependent on the use of that specified 

asset. An arrangement conveys the right to use the asset if the arrangement conveys to the Group the right to 

control the use of the underlying asset. 

At inception or upon reassessment of the arrangement, the Group separates payments and other consideration 

required by such an arrangement into those for the lease and those for other elements on the basis of their 

relative fair values. If the Group concludes for a finance lease that it is impracticable to separate the payments 

reliably, an asset and a liability are recognised at an amount equal to the fair value of the underlying asset. 

Subsequently the liability is reduced as payments are made and an imputed finance charge on the liability is 

recognised using the Group’s incremental borrowing rate. 
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36. Significant accounting policies (continued) 

(m)  Financial instruments 

The Group classifies non-derivative financial assets into the following categories: loans and receivables and 

available-for-sale financial assets.  

The Group classifies non-derivative financial liabilities into the other financial liabilities category. 

(i) Non-derivative financial assets and financial liabilities – recognition and derecognition 

The Group initially recognises loans and receivables and deposits on the date that they are originated. All 

other financial assets are recognised initially on the trade date at which the Group becomes a party to the 

contractual provisions of the instrument. 

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

or it transfers the rights to receive the contractual cash flows on the financial asset in a transaction in which 

substantially all the risks and rewards of ownership of the financial asset are transferred, or it neither transfers 

nor retains substantially all of the risks and rewards of ownership and does not retain control over the 

transferred asset. Any interest in such derecognized financial assets that is created or retained by the Group is 

recognized as a separate asset or liability.  

The Group derecognizes a financial liability when its contractual obligations are discharged or cancelled, or 

expire. 

Financial assets and liabilities are offset and the net amount presented in the statement of financial position 

when, and only when, the Group has a legal right to offset the amounts and intends either to settle on a net 

basis or to realize the asset and settle the liability simultaneously.   

(ii) Non-derivative financial assets – measurement 

Loans and receivables 

Loans and receivables are financial assets with fixed or determinable payments that are not quoted in an 

active market. Such assets are recognised initially at fair value plus any directly attributable transaction costs. 

Subsequent to initial recognition loans and receivables are measured at amortised cost using the effective 

interest method, less any impairment losses. 

Cash and cash equivalents 

Cash and cash equivalents comprise cash balances and call deposits with original maturities of three months 

or less. 
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36. Significant accounting policies (continued) 

(m)  Financial instruments (continued) 

(ii) Non-derivative financial assets – measurement (continued) 

Available-for-sale financial assets 

Available-for-sale financial assets are non-derivative financial assets that are designated as available-for-sale 

and that are not classified as financial assets at fair value through profit and loss, held-to-maturity financial 

assets, loans and receivables. The Group’s investments in equity securities are classified as available-for-sale 

financial assets. Subsequent to initial recognition, they are measured at fair value and changes therein, other 

than impairment losses (see note 36 (n)) and foreign currency differences on available-for sale equity 

instruments are recognised in other comprehensive income and presented within equity in the fair value 

reserve. When an investment is derecognised, the cumulative gain or loss in other comprehensive income is 

transferred to profit or loss. Equity investments which are not traded on regulated market and for which it is 

impossible to determine their fair value are measured at cost. 

(iii) Non-derivative financial liabilities – measurement  

Non-derivative financial liabilities are initially recognised at fair value less any directly attributable 

transaction costs. Subsequent to initial recognition, these liabilities are measured at amortised cost using the 

effective interest method. 

(iv) Share capital 

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary shares 

and share options are recognised as a deduction from equity, net of any tax effects. 

(v) Derivative financial instruments 

During 2015 and 2014 the Group did not use derivative financial instruments. 

(n) Impairment 

(i) Non-derivative financial assets 

Financial assets not classified as at fair value through profit or loss are assessed at each reporting date to 

determine whether there is objective evidence of impairment. 

Objective evidence that financial assets are impaired includes:  

 default or delinquency by a debtor;  

 restructuring of an amount due to the Group on terms that the Group would not consider otherwise;  

 indications that a debtor or issuer will enter bankruptcy;  

 adverse changes in the payment status of borrowers or issuers;  

 the disappearance of an active market for a security; 

 observable data indicating that there is measurable decrease in expected cash flows from a group of 

financial assets. 

For an investment in an equity security, objective evidence of impairment includes a significant or prolonged 

decline in its fair value below its cost. The Group considers a decline of 20 percent to be significant and a 

period of 9 months to be prolonged. 
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36. Significant accounting policies (continued)  

(n) Impairment (continued) 

(i) Non-derivative financial assets (continued) 

Financial assets measured at amortized cost 

The Group considers evidence of impairment for these assets at both an individual asset and a collective 

level. All individually significant assets are individually assessed for impairment. Those found not to be 

impaired are then collectively assessed for any impairment that has been incurred but not yet individually 

identified. Assets that are not individually significant are collectively assessed for impairment. Collective 

assessment is carried out by grouping together assets with similar risk characteristics. 

In assessing collective impairment the Group uses historical information on the timing of recoveries and the 

amount of loss incurred, and makes an adjustment if current economic and credit conditions are such that the 

actual losses are likely to be greater or less than suggested by historical trends. 

An impairment loss is calculated as the difference between an asset’s carrying amount and the present value 

of the estimated future cash flows discounted at the asset’s original effective interest rate. Losses are 

recognized in profit or loss and reflected in an allowance account. When the Group considers that there are 

no realistic prospects of recovery of the asset, the relevant amounts are written off. If the amount of 

impairment loss subsequently decreases and the decrease can be related objectively to an event occurring 

after the impairment was recognized, then the previously recognized impairment loss is reversed through 

profit or loss. 

Available-for-sale financial assets 

Impairment losses on available-for-sale financial assets are recognised by reclassifying the losses 

accumulated in the fair value reserve in equity, to profit or loss. The cumulative loss that is reclassified from 

equity to profit or loss is the difference between the acquisition cost, net of any principal repayment and 

amortisation, and the current fair value, less any impairment loss recognised previously in profit or loss. 

Changes in cumulative impairment losses attributable to application of the effective interest method are 

reflected as a component of interest income. If, in a subsequent period, the fair value of an impaired 

available-for-sale debt security increases and the increase can be related objectively to an event occurring 

after the impairment loss was recognised in profit or loss, then the impairment loss is reversed, with the 

amount of the reversal recognised in profit or loss. However, any subsequent recovery in the fair value of an 

impaired available-for-sale equity security is recognised in other comprehensive income. 

(ii) Non-financial assets 

At each reporting date, the Group reviews the carrying amounts of its non-financial assets (other than 

biological assets, investment property, inventories and deferred tax assets) to determine whether there is any 

indication of impairment. If any such indication exists, then the asset’s recoverable amount is estimated. 

Goodwill is tested annually for impairment. 

For impairment testing, assets that cannot be tested individually are grouped together into the smallest group 

of assets that generates cash inflows from continuing use that are largely independent of the cash inflows of 

other assets or CGUs. Goodwill arising from a business combination is allocated to CGUs or groups of CGUs 

that are expected to benefit from the synergies of the combination. 

The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less costs to 

sell. Value in use is based on the estimated future cash flows, discounted to their present value using a pre-tax 

discount rate that reflects current market assessments of the time value of money and the risks specific to the 

asset or CGU.  
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36. Significant accounting policies (continued)  

(n) Impairment (continued) 

(ii) Non-financial assets (continued) 

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

Impairment losses are recognized in profit or loss. They are allocated first to reduce the carrying amount of 

any goodwill allocated to the CGU, and then to reduce the carrying amounts of the other assets in the CGU 

on a pro rata basis. 

An impairment loss in respect of goodwill is not reversed. For other assets, an impairment loss is reversed 

only to the extent that the asset’s carrying amount does not exceed the carrying amount that would have been 

determined, net of depreciation or amortization, if no impairment loss had been recognized. 

(o) Provisions 

Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects current 

market assessments of the time value of money and the risks specific to the liability. The unwinding of the 

discount is recognized as finance cost. 

(i) Provisions related to environment 

A provision is recognized by the Group, when it is probable that expenses will be incurred or recoverable 

works will be performed and the Group has a contractual or legal obligation to undertake such actions. When 

the expenses are expected to be incurred within a long period of time, the provision is recognized as present 

value of the expected future cash flows and the discount factor release is stated as financial expense. 

(ii) Legal disputes 

Where it is probable that an outflow of economic benefits will be required to settle obligation under a legal 

dispute, the Group recognises a provision.  The provision is valued at the best estimate of the Group’s legal 

advisors.  If the amount of the obligation cannot be reliably measured a contingent liability is disclosed. 

(p) Segment reporting 

An operating segment is a component of the Group that engages in business activities from which it may earn 

revenues and incur expenses, including revenues and expenses that relate to transactions with any of the 

Group’s other components. The operating results of the segments are evaluated regularly by the Group’s 

Chief Operating Decision Maker in deciding how to allocate resources and in assessing their performance, 

and for which discrete financial information is available. 
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36. Significant accounting policies (continued)  

(q) Earnings per share 

The Group presents basic and diluted earnings per share (EPS) data for its ordinary shares. Basic EPS is 

calculated by dividing the profit or loss attributable to ordinary shareholders of the Group by the weighted 

average number of ordinary shares outstanding during the period. Diluted EPS is determined by adjusting the 

net profit or loss attributable to ordinary shareholders and the weighted average number of ordinary shares 

outstanding for the effects of all dilutive potential ordinary shares. 

(r)  Government grants 

The Group recognizes government grants initially as deferred income at fair value when there is reasonable 

assurance that they will be received and the Company will comply with the conditions associated with the 

grant; they are then recognized in decrease of asset’s value. 

Grants that compensate the Group for expenses incurred are recognized in profit or loss as other income on a 

systematic basis in the same periods in which the expenses are recognized. 

37. New standards and interpretations not yet adopted 

New standards and interpretations not yet adopted 

A number of new standards, amendments to standards and interpretations, endorsed by the EC, are available 

for early adoption in the annual period ended 31 December 2015, although they are not yet mandatory until a 

later period. These changes to IFRS have not been applied in preparing these financial statements. The 

Company does not plan to adopt these standards early.  

Standards, Interpretations and amendments to published Standards that have not been early adopted – 

endorsed by the EC 

 Amendments to IAS 27: Equity method in separate financial statements. Entities will have a choice to 

voluntarily apply equity method in their separate financial statements. The entity does not expect the 

Amendments to have any impact on the financial statements; 

 Amendments to IAS 1: Disclosure initiative. It is clarified when non-significant information need not be 

disclosed and when significant information may not be omitted from the financial statements. The entity 

does not expect the Amendments to have a significant impact on the financial statements; 

 Annual improvements to IFRSs 2012-2014 Cycle. The improvements introduce some non-significant 

amendments to a number of standards and consequential amendments to other standards and 

interpretations. None of these amendments are expected to have a significant impact on the financial 

statements of the Entity; 

 Amendments to IAS 16 and IAS 38: Clarification of Acceptable Methods of Depreciation and 

Amortisation: The entity does not expect the Amendments to have any impact on the financial statements 

since its currently used methods of depreciation and amortization will continue to be acceptable. 

 Amendments to IFRS 11: Accounting for Acquisitions of Interests in Joint Operations: The entity does 

not expect the Amendments to have any impact on the financial statements since there have been no 

acquisitions of interests in joint operations. 

 Amendments to IAS 16 and IAS 41: Bearer Plants: The entity does not expect the Amendments to have 

any impact on the financial statements since the entity does not have any bearer plants. 

 Amendments to IAS 19 – Defined benefit plans: Employee contributions. The Company does not expect 

the Amendments to the standard to have significant impact on the financial statements since it does not 

have any defined benefit plans that involve contributions from employees or third parties.
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37. New standards and interpretations not yet adopted (continued)  

IASB/IFRIC documents not yet endorsed by EC: 

Management believes that it is appropriate to disclose that the following new or revised standards, new 

interpretations and amendments to current standards, which are already issued by the International 

Accounting Standards Board (IASB), are not yet endorsed for adoption by the European Commission, and 

therefore are not taken into account in preparing these consolidated financial statements. The actual effective 

dates for them will depend on the endorsement decision by the EC.  

 IFRS 9 Financial instruments (issued 24 July 2014); 

 IFRS 14 Regulatory Deferral Accounts (issued 30 January 2014); 

 IFRS 15 Revenue from contracts with customers (issued 28 May 2014), including Amendments to IFRS 

15 (issued 11 September 2015); 

 IFRS 16 Leases (issued 13 January 2016); 

 Amendments to IFRS 10, IFRS 12 and IAS 28: Investments Entities: Applying the Consolidation 

Exception  (issued 18 December 2014); 

 Amendments to IFRS 10 and IAS 28: Sale or contribution of assets between an investor and its 

associated or jointly controlled investee (issued 11 September 2014); 

 Amendments to IAS 12: Recognition of Deferred Tax Assets for Unrealised Losses (issued 19 January 

2016); 

 Amendments to IAS 7: Disclosure Initiative (issued 29 January 2016); 

The Management does not expect the new standards and interpretations to have significant impact on the 

consolidated financial statements.  

 


