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KPMG Georgia LLC, a company incorporated under the Laws of Georgia and a 
member firm of the KPMG global organization of independent member firms affiliated 
with KPMG International Limited, a private English company limited by guarantee.  

 
 

To the Shareholder of GR Transit Line LLC   
 

Opinion 

comprise the statement of financial position as at 31 December 2020, the statements of profit or 
loss and other comprehensive income, changes in equity and cash flows for the year then ended, 
and notes, comprising significant accounting policies and other explanatory information.  
 
In our opinion, the accompanying financial statements present fairly, in all material respects, the 
financial position of the Company as at 31 December 2020 and its financial performance and its 
cash flows for the year then ended in accordance with International Financial Reporting 
Standards (IFRS). 

Basis for Opinion 

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our 

the Audit of the Financial Statements section of our report. We are independent of the Company 
in accordance with the International Ethics Standards Board for Accountants International Code 
of Ethics for Professional Accountants (including International Independence Standards) (IESBA 
Code) together with the ethical requirements that are relevant to our audit of the financial 
statements in Georgia and we have fulfilled our other ethical responsibilities in accordance with 
these requirements and the IESBA Code. We believe that the audit evidence we have obtained 
is sufficient and appropriate to provide a basis for our opinion. 

Statement of Management Report 

Management is responsible for the Management Report. Our opinion on the financial statements 
does not cover the Management Report.   
 
In connection with our audit of the financial statements, our responsibility is to read the 
Management Report and, in doing so, consider whether the Management Report is materially 
inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise 
appears to be materially misstated.  
 
We do not express any form of assurance conclusion on the Management Report.   
We have read the Management Report and based on the work we have performed, we conclude 
that the Management Report: 
 
-  is consistent with the financial statements and does not contain material misstatement; 
- contains the information that is required by and is compliant with the Law of Georgia on 

Accounting, Reporting and Auditing. 

Responsibilities of Management and Those Charged with Governance for the Financial 
Statements 

Management is responsible for the preparation and fair presentation of the financial statements 
in accordance with IFRS, and for such internal control as management determines is necessary 
to enable the preparation of financial statements that are free from material misstatement, 
whether due to fraud or error. 
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In preparing the fi
ability to continue as a going concern, disclosing, as applicable, matters related to going concern 
and using the going concern basis of accounting unless management either intends to liquidate 
the Company or to cease operations, or has no realistic alternative but to do so. 
 

reporting process. 

l Statements 

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

urance is a high level of assurance but 
is not a guarantee that an audit conducted in accordance with ISAs will always detect a material 
misstatement when it exists. Misstatements can arise from fraud or error and are considered 
material if, individually or in the aggregate, they could reasonably be expected to influence the 
economic decisions of users taken on the basis of these financial statements. 
 
As part of an audit in accordance with ISAs, we exercise professional judgment and maintain 
professional skepticism throughout the audit. We also: 
 

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

 Obtain an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectivene  

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

 ern basis of 
accounting and, based on the audit evidence obtained, whether a material uncertainty 

ability to continue as a going concern. If we conclude that a material uncertainty exists, 

financial statements or, if such disclosures are inadequate, to modify our opinion. Our 
conclusions are based on the audit evidence obtained up 
report. However, future events or conditions may cause the Company to cease to continue 
as a going concern. 

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

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

 
 
Irina Gevorgyan 
 
 

 
 
KPMG Georgia LLC 
31 May 2021
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The statement of financial position is to be read in conjunction with the notes to, and forming part of, the 
financial statements set out on pages 9 to 19. 

 Note 
31 December  

2020  
31 December  

2019 
Assets     

Property and equipment  40  50 

Non-current assets  40  50 

     

Advances paid to suppliers  1,082  852 

Other assets  502  206 

Cash and cash equivalents 6 9,195  8,232 

Current assets  10,779  9,290 

Total assets  10,819  9,340 

     

Equity 7    

Charter capital  97  97 

Retained earnings  7,941  6,220 

Total equity  8,038  6,317 

     

Liabilities     

Advances received from customers  2,741  2,983 

Current tax liability  40  40 

Current liabilities  2,781  3,023 

Total liabilities  2,781  3,023 

Total equity and liabilities  10,819  9,340 
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The statement of profit or loss and other comprehensive income is to be read in conjunction with the notes to, 
and forming part of, the financial statements set out on pages 9 to 19. 

 Note 2020  2019 
Revenue 5 56,951  54,318 
Freight transportation costs  (36,790)  (35,865) 
Employee benefits expense  (1,901)  (2,166) 
Other expenses  (289)  (280) 

Results from operating activities  17,971  16,007 
Interest income  709  412 
Net foreign exchange gain  41  26 
Net finance income  750  438 

Profit before income tax   18,721  16,445 
Income tax expense  -  - 
Profit and total comprehensive income for the 
year 

 
18,721  16,445 

 
 
 
 
These financial statements were approved by Management on 31 May 2021 and were signed on its 
behalf by: 
 
 

 

 
Soliko Pridonashvili  Tamar Darchiashvili 
General Director  Chief Accountant 
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The statement of changes in equity is to be read in conjunction with the notes to, and forming part of, the 
financial statements set out on pages 9 to 19. 

 
 

 
Charter 
capital  

Retained 
earnings  

Total 
equity 

Balance at 1 January 2019 97  4,575  4,672 
Total comprehensive income for the year      
Profit for the year -  16,445  16,445 
Transactions with owners, recorded directly in equity      
Dividends -  (14,800)  (14,800) 
Balance at 31 December 2019 97  6,220  6,317 

 
Balance at 1 January 2020 97  6,220  6,317 
Total comprehensive income for the year      
Profit for the year -  18,721  18,721 
Transactions with owners, recorded directly in equity      
Dividends   (17,000)  (17,000) 
Balance at 31 December 2020 97  7,941  8,038 
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The statement of cash flows is to be read in conjunction with the notes to, and forming part of, the financial 
statements set out on pages 9 to 19. 

 

 GEL Note 2020  2019 
Cash flows from operating activities     

Profit before income tax  18,721  16,445 

Adjustments for:     

Net finance income  (750)  (438) 

Depreciation  10  14 

  17,981  16,021 

Changes in:     

Advances paid to suppliers  (230)  785 

Other assets   (298)  (71) 

Advances received from customers  (241)  280 

Net cash from operating activities  17,212  17,015 

     

Cash flows from investing activities     

Interest received  709  412 

Net cash from investing activities  709  412 

     

Cash flows from financing activities     

Dividends paid  (17,000)  (14,800) 

Net cash used in financing activities  (17,000)  (14,800) 

     

Net increase in cash and cash equivalents  921  2,627 

Cash and cash equivalents at 1 January  8,232  5,579 
Effect of exchange rate fluctuations on cash and 
cash equivalents 

 
42  26 

Cash and cash equivalents at 31 December 6 9,195  8,232 
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1. Reporting entity 

 
(a) Georgian business environment 

 

economic and financial markets of Georgia, which display characteristics of an emerging market.  
The legal, tax and regulatory frameworks  continue development, but are subject to varying  
interpretations  and  frequent  changes which together with other legal and fiscal impediments  
contribute  to  the  challenges  faced  by  entities  operating in Georgia. The COVID-19 coronavirus 
pandemic has further increased uncertainty in the business environment. 
 

environment on the operations and the financial position of the Company. The future business 
enviro  
 
 

(b) Organisation and operations 
 
GR Transit Line LLC ) is a limited liability company as defined in the Law on 
Entrepreneurs of Georgia and was incorporated on 19 February 2013.   
 
The Company 15 Queen Tamar Avenue, Tbilisi 0112, Georgia and the 
Company identification number is 404437702. 
 
The Company  principal activity is the freight forwarding services in relation to the railroad 
transportation of the liquid cargo within Georgia, from 
stations to the railway stations at the borders of Armenia and Azerbaijan, along with related railway 
services. 
 
The Company is wholly owned by JSC Georgian Railway , which is in turn owned by                             
JSC Partnership Fund, a wholly state-owned company. The ultimate controlling party of the 
Company is the Government of Georgia. Related party transactions are disclosed in Note 11. 
 
 

2. Basis of accounting 
 
Statement of compliance 
 
These financial statements have been prepared in accordance with International Financial Reporting 

 
 
 

3. Functional and presentation currency 
 
The national currency of Georgia is the Georgian Lari Company functional 
currency and the currency in which these financial statements are presented.  
 
All financial information presented in GEL has been rounded to the nearest thousands, except when 
otherwise indicated.  
 
 

4. Use of estimates and judgments 
 
The preparation of financial statements in conformity with IFRSs requires management to make 
judgments, estimates and assumptions that affect the application of accounting policies and the 
reported amounts of assets, liabilities, income and expenses. Actual results may differ from those 
estimates. 
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Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which the estimates are revised and in any future periods 
affected. 
 
Management has not made any 
that have a significant effect on the amounts recognised in these financial statements. 
 

significant risk of resulting in a material adjustment within the next financial year. 
 
Measurement of fair values 
 

values for financial assets and liabilities. The fair value has been determined for disclosure purposes. 
 
When measuring the fair value of an asset or a liability, the Company uses market observable data as 
far as possible. 
 
Fair values are categorised into different levels in a fair value hierarchy based on the inputs used in 
the valuation techniques as follows: 

 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 a liability might be categorised in different 
levels of the fair value hierarchy, then the fair value measurement is categorised in its entirety in the 
same level of the fair value hierarchy as the lowest level input that is significant to the entire 
measurement. 
 
The Company recognises transfers between levels of the fair value hierarchy at the end of the 
reporting period during which the change has occurred. 
 
Further information about the assumptions made in measuring fair values is included in Note 9(a)  
Fair value of financial assets and liabilities. 
 
 

5. Revenue 
 

GEL   2020    2019 
Freight forwarding  56,556  53,974 
Other 395  344 
 56,951  54,318 

 
Freight forwarding revenue is generated by arranging transportation of freight from one point to 
another in return of the consideration which is based on predetermined prices. It is measured at 
consideration to which the entity expects to be entitled in exchange for those services.  
 
The freight forwarding revenue is recognised over time of service provision in accordance with IFRS 
15. The amount of revenue to be recognised is assessed based on estimated time to completion of 
transportation. 
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The following table provides information about contract liabilities from contracts with customers. 
 

 Note  31 December 2020  31 December 2019 
Advances received from customers  (2,741) (2,983) 
 
Company does not have a contract asset as at 31 December 2020 (2019: nil) 
 
The contract liabilities comprise advance consideration received from customers for freight 
forwarding service. In 2020, the amount of GEL 2,983 thousand recognised in advances received 
from customers at the beginning of the period has been recognised as revenue from freight forwarding 
service. Advances received from customers of GEL 2,741 thousand will be recognized as revenue 
from freight forwarding service during 2021. 
 
 

6. Cash and cash equivalents 
 

 GEL 31 December 2020  31 December 2019 
Current accounts in banks 9,195  8,232 
Cash and cash equivalents in the statement of financial 
position and the statement of cash flows 9,195  8,232 
 

Note 9. 
  
 

7. Equity 
 

(a) Charter capital 
 
Charter capital represents the nominal amount of capital in the founding documentation of the 
Company.  
 

(b) Dividends  
 
The owners of charter capital are entitled to receive dividends as declared from time to time and are 
entitled to the number of votes corresponding to the percentage of ownership in the Company at 
meetings of the Company. In 2020, the Company declared and paid dividends of  
GEL 17,000 thousand (2019: GEL 14,800 thousand). 
 
 

8. Capital management 
 
The Company has no formal policy for capital management, but management seeks to maintain a 

confidence of market participants. This is achieved with efficient cash management and constant 
 

 
The Company is not subject to externally imposed capital requirements. 
 
 

9. Fair values and risk management 
 

(a) Fair value of financial assets and liabilities 
 
Management 
approximates their carrying amounts due to short maturities of most of the aforementioned 
instruments. 
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(b) Financial risk management 
 
The Company has exposure to the following risks from its use of financial instruments: 
 
 credit risk (see 9(b)(ii)); 
 liquidity risk (see 9(b)(iii)) 
 market risk (see 9(b)(iv)). 

 
(i) Risk management framework 

 
The Board of Directors of the Parent has overall responsibility for the establishment and oversight of 

 
 

the Company, to set appropriate risk limits and controls, and to monitor risks and adherence to limits. 
Risk management policies and systems are reviewed regularly to reflect changes in market conditions 

procedures, aims to develop a disciplined and constructive control environment in which all 
employees understand their roles and obligations. 
 
The Board of Directors of the Parent oversees how management monitors compliance with the 

framework in relation to the risks faced by the Company.  
 

(ii) Credit risk 
 
Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial 
instrument fails to meet its contractual obligations and arises principally from cash and cash 
equivalents. The Company maintains cash and cash equivalents with Georgian banks with short-term 
issuer default rating of B, based on Fitch Rating. All balances are neither overdue nor impaired and 
categorized under Stage 1. The Company does not expect any counterparty to fail to meet its 
obligations. 
 

(iii) Liquidity risk 
 
Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations 
associated with its financial liabilities that are settled by delivering cash or another financial asset.  
The  to managing  liquidity is to ensure, as far as possible, that it will always 
have sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions, 
without incurring unacceptable losses or risking damage to the Company  As at  
31 December 2020 and 31 December 2019, the Company is not significantly exposed to liquidity 
risk.  
 

(iv) Market risk 
 
Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates 

its holdings of financial 
instruments. The objective of market risk management is to manage and control market risk exposures 
within acceptable parameters, while optimising the return. 
 
Currency risk 
 
The Company is exposed to currency risk on sales, purchases and cash and cash equivalents that are 
denominated in a currency other than GEL. The currencies in which these transactions are primarily 
denominated is USD. 
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Exposure to currency risk 
 

The Company  
 

 GEL 
     

USD -
denominated 

 
USD -

denominated 

      
31 December 

2020 
 

31 December                  
2019 

Cash and cash equivalents      1,229  68 
Net exposure      1,229  68 
 

The following significant exchange rates have been applied during the year: 
 

in GEL Average rate  Reporting date spot rate 

 2020 
 

2019 
 31 December 

2020 
 31 December 

2019 
USD  3.1097  2.8192  3.2766  2.8677 
 

Sensitivity analysis 
 

A reasonably possible strengthening (weakening) of the GEL, as indicated below, against USD at  
31 December 2020 and 31 December 2019 would have affected the measurement of financial 
instruments denominated in a foreign currency and profit or loss and equity before tax by the amounts 
shown below. The analysis assumes that all other variables, in particular interest rates, remain 
constant. 
 

GEL Strengthening  Weakening 

 
Equity / 

Profit or loss 
 Equity/  

Profit or loss 
31 December 2020    
USD (10% weakening) (123)  123 
31 December 2019    
USD (10% weakening) (7)  7 
 
 

10. Contingencies and commitments 
 

(a)  Taxation contingencies   
 

The taxation system in Georgia is relatively new and is characterised by frequent changes in 
legislation, official pronouncements and court decisions, which are sometimes unclear, contradictory 
and subject to varying interpretation. In the event of a breach of tax legislation, no liabilities for 
additional taxes, fines or penalties may be imposed by the tax authorities after three years have passed 
since the end of the year in which the breach occurred.  
 

These circumstances may create tax risks in Georgia that are more significant than in other countries. 
Management believes that it has provided adequately for tax liabilities based on its interpretations of 
applicable Georgian tax legislation, official pronouncements and court decisions. However, the 
interpretations of the relevant authorities could differ and the effect on these financial statements, if 
the authorities were successful in enforcing their interpretations, could be significant. 
 
 

11. Related parties 
 

(a)  Parent and ultimate controlling party 
 

The immediate and ultimate parent of the Company is JSC Georgian Railway and JSC Partnership 
Fund, respectively. The ultimate controlling party of the Company is the Government of Georgia.  
 

JSC Georgian Railway and JSC Partnership Fund produce publicly available consolidated financial 
statements. 
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(b)  Transactions with key management personnel 
 
(i) Key management remuneration 

 
Key management received the following remuneration during the year, which is included in employee 
benefits expenses: 
 

 GEL 2020  2019 
Salaries and bonuses 187  263 

  
(c)  Other related party transactions 

 
(i) Transactions with the Government 

 
The Company transacts in its daily operations with a number of entities that are either controlled, 
jointly controlled or under significant influence of the Government of Georgia. The Company has 
opted to apply the exemption in IAS 24 Related Party Disclosures that allows the presentation of 
reduced related party disclosures regarding transactions with government-related entities. 
 
The Company  
 

(ii) Freight transportation  
 
During 2020, the Company acquired freight transportation services from JSC Georgian Railway, 
which amounted to GEL 36,790 thousand (2019: GEL 35,865 thousand) 
 
As at 31 December 2020 the prepayments given to JSC Georgian Railway amounted to  
GEL 1,074 thousand (31 December 2019: GEL 848 thousand). 
 
Management estimates that the aggregate amounts of the related balances with other Government 
related entities are not significant. 
 

12. Subsequent events 
 
Company has declared and paid dividend in amount of GEL 7 million in February 2021. 
 
 

13. Basis of measurement 
 
The financial statements are prepared on the historical cost basis. 
 
 

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

(a) Revenue 
 

in Note 5.   
 

(b) Finance income and costs 
 
The Company and finance costs include: 
 

 interest income on bank deposits; and 
 the foreign currency gain or loss on financial assets and financial liabilities. 
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Interest income is recognised using the effective interest method. 
 

receipts through the expected life of the financial instrument to the gross carrying amount of the 
financial asset. 

 
In calculating interest income, the effective interest rate is applied to the gross carrying amount of 
the asset (when the asset is not credit-impaired). However, for financial assets that have become 
credit-impaired subsequent to initial recognition, interest income is calculated by applying the 
effective interest rate to the amortised cost of the financial asset. If the asset is no longer credit-
impaired, then the calculation of interest income reverts to the gross basis. 
 
Foreign currency gains and losses are reported on a net basis as either finance income or finance cost 
depending on whether foreign currency movements are in a net gain or net loss position. 
 

(c) Foreign currency 
 
(i) Foreign currency transactions 

 
Transactions in foreign currencies are translated to the respective functional currencies of Company 
entities at exchange rates at the dates of the transactions.  
 
Monetary assets and liabilities denominated in foreign currencies at the reporting date are retranslated 
to the functional currency at the exchange rate at that date. The foreign currency gain or loss on 
monetary items is the difference between amortised cost in the functional currency at the beginning 
of the period, adjusted for effective interest and payments during the period, and the amortised cost 
in foreign currency translated at the exchange rate at the end of the reporting period.  
 
Non-monetary items in a foreign currency that are measured based on historical cost are translated 
using the exchange rate at the date of the transaction.  
 
Foreign currency differences arising in retranslation are recognised in profit or loss. 
 

(d) Short-term employee benefits 
 
Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as 
the related service is provided. A liability is recognised for the amount expected to be paid under 
short-term cash bonus or profit-sharing plans if the Company has a present legal or constructive 
obligation to pay this amount as a result of past service provided by the employee, and the obligation 
can be estimated reliably. 
 

y at large 
 

 
(e) 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 other 
comprehensive income. 
 

(i) Current tax 
 

Current tax comprises the expected tax payable or receivable on the taxable income or loss for the 
year, using tax rates enacted or substantively enacted at the reporting date, and any adjustment to tax 
payable in respect of previous years. Current tax payable also includes any tax liability arising from 
dividends. 
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On 13 May 2016 the Parliament of Georgia passed the bill on corporate income tax reform (also 
known as the Estonian model of corporate taxation), which mainly moves the moment of taxation 
from when taxable profits are earned to when they are distributed. The law has entered into force in 
2016 and is effective for tax periods starting after 1 January 2017 for all entities except for financial 
institutions (such as banks, insurance companies, microfinance organizations, pawnshops), for which 
the law became effective from 1 January 2023. 
 
The new system of corporate income taxation does not imply exemption from Corporate Income Tax 
(CIT), rather CIT taxation is shifted from the moment of earning the profits to the moment of their 
distribution; i.e. the main tax object is distributed earnings. The Tax Code of Georgia defines 
Distributed Earnings (DE) to mean profit distributed to shareholders as a dividend. However, some 
other transactions are also considered as DE, for example non- -border transactions 
with related parties and/or with persons exempted from tax are also considered as DE for CIT 

economic activities, free of charge supply and over-limit representative expenses.  
 
The corporate income tax arising from the payment of dividends is accounted for as an expense in 
the period when dividends are declared, regardless of the actual payment date or the period for which 
the dividends are paid.  
 
The Tax Code of Georgia provides for charging corporate income tax on certain transactions not 

the allowed limit. The Company considers the taxation of such transaction as outside of the scope of 
IAS 12 Income Taxes and accounts for the tax on such items as taxes other than on income. 
 

(ii) Deferred tax  
 
Due to the nature of the new taxation system described above, the entities registered in Georgia do 
not have any differences between the tax bases of assets and their carrying amounts and hence, no 
deferred income tax assets and liabilities arise.  
 
Tax losses accrued in the prior periods cannot be utilized against the future taxable profits. 
 

(f) Financial instruments 
 

(i) Recognition and initial measurement 
 

Trade receivables are initially recognised when they are originated. All other financial assets and 
financial liabilities are initially recognised when the Company becomes a party to the contractual 
provisions of the instrument. 
 
A financial asset (unless it is a trade receivable without a significant financing component) or 
financial liability is initially measured at fair value plus, for an item not at FVTPL, transaction costs 
that are directly attributable to its acquisition or issue. A trade receivable without a significant 
financing component is initially measured at the transaction price. 
 

(ii) Classification and subsequent measurement 
 

Financial assets  
 
On initial recognition, a financial asset is classified as measured at: amortised cost; FVOCI  debt 
investment; FVOCI  equity investment; or FVTPL. 
 
Financial assets are not reclassified subsequent to their initial recognition unless the Company 
changes its business model for managing financial assets, in which case all affected financial assets 
are reclassified on the first day of the first reporting period following the change in the business 
model. 
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A financial asset is measured at amortised cost if it meets both of the following conditions and is not 
designated as at FVTPL: 
 
 it is held within a business model whose objective is to hold assets to collect contractual cash 

flows; and 
 its contractual terms give rise on specified dates to cash flows that are solely payments of principal 

and interest on the principal amount outstanding. 
 
Trade receivbles and cash and cash equivalents as measured at amortised cost.  
 
Cash and cash equivalents comprise cash balances with maturities of three months or less from the 
acquisition date that are subject to insignificant risk of changes in their fair value.  
 
Financial assets are subsequently measured at amortised cost using the effective interest method. The 
amortised cost is reduced by impairment losses. Interest income, foreign exchange gains and losses 
and impairment are recognised in profit or loss. Any gain or loss on derecognition is recognised in 
profit or loss. 
 
Financial liabilities  Classification, subsequent measurement and gains and losses 
 
Financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability is 
classified as at FVTPL if it is classified as held-for-trading, it is a derivative or it is designated as 
such on initial recognition. Financial liabilities at FVTPL are measured at fair value and net gains 
and losses, including any interest expense, are recognised in profit or loss. Other financial liabilities 
are subsequently measured at amortised cost using the effective interest method. Interest expense and 
foreign exchange gains and losses are recognised in profit or loss. Any gain or loss on derecognition 
is also recognised in profit or loss. 
 

(iii) Derecognition 
 

Financial assets 
 
The Company derecognises a financial asset when the contractual rights to the cash flows from the 
financial asset expire, or it transfers the rights to receive the contractual cash flows in a transaction 
in which substantially all of the risks and rewards of ownership of the financial asset are transferred 
or in which the Company neither transfers nor retains substantially all of the risks and rewards of 
ownership and it does not retain control of the financial asset. 
 
The Company enters into transactions whereby it transfers assets recognised in its statement of 
financial position, but retains either all or substantially all of the risks and rewards of the transferred 
assets. In these cases, the transferred assets are not derecognised. 
 
Financial liabilities 
 
The Company derecognises a financial liability when its contractual obligations are discharged or 
cancelled, or expire. The Company also derecognises a financial liability when its terms are modified 
and the cash flows of the modified liability are substantially different, in which case a new financial 
liability based on the modified terms is recognised at fair value. 
 
On derecognition of a financial liability, the difference between the carrying amount extinguished 
and the consideration paid (including any non-cash assets transferred or liabilities assumed) is 
recognised in profit or loss. 
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(iv) Offsetting 
 

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

(g) Impairment  
 

(i) Non-derivative financial assets 
 

Financial instruments 
 

The Company recognises loss allowances for ECLs on financial assets measured at amortised cost: 
 

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

 debt securities that are determined to have low credit risk at the reporting date; and 
 other debt securities and bank balances for which credit risk (i.e. the risk of default occurring over 

the expected life of the financial instrument) has not increased significantly since initial 
recognition. 

 

Loss allowances for trade receivables and contract assets are always measured at an amount equal to 
lifetime ECLs. 
 

When determining whether the credit risk of a financial asset has increased significantly since initial 
recognition and when estimating ECLs, the Company considers reasonable and supportable 
information that is relevant and available without undue cost or effort. This includes both quantitative 

credit assessment and including forward-looking information. 
 

The Company assumes that the credit risk on a financial asset has increased significantly if it is more 
than 30 days past due. 
 

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

 the borrower is unlikely to pay its credit obligations to the Company in full, without recourse by 
the Company to actions such as realising security (if any is held); or 

 the financial asset is more than 30 days past due. 
 

The Company considers a debt security to have low credit risk when its credit risk rating is equivalent 
 

 

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

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

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

Measurement of ECLs 
 

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present 
value of all cash shortfalls (i.e. the difference between the cash flows due to the entity in accordance 
with the contract and the cash flows that the Company expects to receive). 
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ECLs are discounted at the effective interest rate of the financial asset. 
 
Credit-impaired financial assets 
 
At each reporting date, the Company assesses whether financial assets carried at amortised cost and 
debt securities at FVOCI are credit- -
events that have a detrimental impact on the estimated future cash flows of the financial asset have 
occurred. 
 
Evidence that a financial asset is credit-impaired includes the following observable data: 
 
 significant financial difficulty of the borrower or issuer; 
 a breach of contract such as a default or being more than 90 days past due; 
 the restructuring of a loan or advance by the Company on terms that the Company would not 

consider otherwise; 
 it is probable that the borrower will enter bankruptcy or other financial reorganisation; or 

the disappearance of an active market for a security because of financial difficulties. 
 

Presentation of allowance for ECL in the statement of financial position 
 
Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying 
amount of the assets. For debt securities at FVOCI, the loss allowance is charged to profit or loss and 
is recognised in OCI. 
 
Write-off. 
 
The gross carrying amount of a financial asset is written off when the Company has no reasonable 
expectations of recovering a financial asset in its entirety or a portion thereof. The Company 
individually makes an assessment with respect to the timing and amount of write-off based on 
whether there is a reasonable expectation of recovery. The Company expects no significant recovery 
from the amount written off. However, financial assets that are written off could still be subject to 
enforcement 
due. 
 

(h) Charter capital 
 
Charter capital is classified as equity.  
 
 

15. New standards and interpretations not yet adopted 
 
A number of new standards are effective for annual periods beginning after 1 January 2021 and earlier 
application is permitted; however, the Company has not early adopted the new or amended standards 
in preparing these financial statements.  
 
The following amended standards and interpretations are not expected to have a significant impact 

 
 
 COVID-19-Related Rent Concessions (Amendment to IFRS 16).  
 Property, Plant and Equipment: Proceeds before Intended Use (Amendments to IAS 16). 
 Reference to Conceptual Framework (Amendments to IFRS 3). 
 Classification of Liabilities as Current or Non-current (Amendments to IAS 1).  
 IFRS 17 Insurance Contracts and amendments to IFRS 17 Insurance Contracts. 
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