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Informa on about the Company 

Conexus o  clients the natural gas transmission and storage services in compliance with tari s 
laid down by the Public U es Commission. 

Conexus was established  on  22 December 2016, when Joint Stock Company “Latvijas ze” was 
reorganized and, consequently, transmission and storage was handed over to Conexus. 
Our objec ves 

 to promote the wider use of natural gas as a product, while at the same me ensuring 
the necessary technical requirements as well as the e cient use of technologies in 
changing market condi ons; 

 to provide customers with the opportunity to purchase storage and transmission 
services in an easily accessible and transparent manner; 

 
service.

Our mission 
 to provide stable and secure natural gas supply and e c ve market func oning in the 

Bal c Sea Region. 
Our vision 

 

Our values 
 safe and friendly working environment, high professional and ethical standards, and 

teamwork geared towards customers - our core value. 
Sustainability 

 
Company     JSC Conexus Bal c Grid 
Registra on number    40203041605 

Registra on date and place  Riga, 2 January 2017 

Address     Aris da Bri na Street 6 
Riga, LV – 1001 
Latvia 

     www.conexus.lv 

Main shareholders   Joint stock company “Augstsprieguma kls” (34.36 %)  
     PJSC “Gazprom” (34.10 %)  
     Marguerite Gas I S.à r.l. (29.06 %)  

Financial statements period           4 January 2017 - 31 December 2017 

JOINT STOCK COMPANY "Conexus Bal c Grid" 
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a  natural gas transmission and storage operator in Latvia, which manages one of the most 

gas main transmission system that directly connects the Latvian natural gas market with Lithuania, 
Estonia and the Russian Northwest region.

we are a socially responsible company that ensures employee career development 

economic viability, while  considering the issues arising from  the environmental impact 
of technological processes.
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Management report 
 

Key nancial and opera onal indicators 

Key nancial indicators 31.12.2017 
EUR'000 

Net turnover 51,444 
EBITDA 24,963 

EBITDA, % 49% 
Net pro t 17,021 

Net pro tability, % 33% 
EBITDA – pro t before income tax, interest, deprecia on and amor sa on 

 
Key performance indicators 31.12.2017 
Transmi ed natural gas, thousand MWh 26,468 
Ac ve natural gas in In ukalns PGK, thousand MWh 11,806 

Total length of main gas lines, km 1,188 

Number of employees, average 356 

Business environment 
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gas traders the possibility to store natural gas in volume of up to 2.3 billion cubic meters 
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- 

- On 3 April 2017, the deroga on laid down in Ar cle 49(1) of Direc ve 2009/73/EC of 
the European Parliament and of the Council of 13 July 2009 concerning common 
rules for the internal market in natural gas and repealing Direc ve 
2003/55/EC became invalid and the EU third energy package in the eld of natural 
gas entered into force; 

- On 13 April 2017, the PUC approved the natural gas transmission system usage 
rules, which include condi ons of tari  applica on un  the entry into force of the 
new transmission system service tari  

- On 13 April 2017, the PUC approved the In ukalns underground gas storage usage rules, 
which include condi ons of tari  applica on un  the entry into force of the new 
transmission system service tari  

On the basis of changes in the regulatory environment: 

- As of  3 April 2017, Latvia introduced the input/output capacity reserva on system 
and made the transi on from the accoun ng of natural gas in cubic metres to the 
accoun ng in units of energy;  

- On 30 May 2017, the PUC approved the natural gas transmission system service 
tari  that entered into force on 1 July 2017; 

- As of  1 July 2017, the operator, in coopera on with neighbouring operators, 
introduced the indirect alloca on of the capacity in cross-border interconnec on 
points with Lithuania and Estonia; 

- In July 2017, the operator conducted the auc on on provision of the natural gas 
availability in the interconnec on of the transmission system with the storage in 
2017-2018. 

- 

- On 22 November 2017, the operator submi ed to the PUC for approval a new 
In ukalns underground gas storage tari  project, which provides for implementa on 
of new storage products and tari  se ng principles; 

- On 21 December 2017, the operator submi ed to the PUC for approval of a new 
natural gas transmission system tari  project, which provides for implementa on of 
new transmission system products and inclusion of the expenses rela ng to auc on 
on provision of the natural gas availability in the interconnec on of the transmission 
system with the Storage into the transmission system tari  

 Segment opera ng results 
The opera on of the Company is divided into two basic segments: gas transmission (includes natural 
gas transporta on by high pressure pipelines, to deliver it to the storage, to other countries, to the 
distribu on system or directly to users) and gas storage (natural gas  storage in the In ukalns 

JOINT STOCK COMPANY "Conexus Bal c Grid" 
ANNUAL REPORT 2017  

underground gas storage). The informa on included in the opera ng segments coincides with the 
informa on used by the person responsible for opera onal decision-making.  

gas in the market from any trader for an agreed price, while households will be able to purchase 
natural gas also at the regulated price up to the beginning of 2019. In 2017, the regulatory 

No. 312 as of 19 April 2011,  on the basis whereof the provision and storage of natural 
gas reserves for protected users was entrusted  to the transmission system operator; 

On 24 August 2017, the PUC laid down the rate of the return on capital in amount of 
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T e ransmission se men  ains re enue from bo  e na ura  as on on in a ia an  e 
in erna ona  na ura  as ran or  as e  as from na ura  as mo emen  n inje n  in o or 

um in  ou  e na ura  as from IPGK  In e or n  erio , e ransmission se men  in ome 
om o  27 23  mi ion UR an  BIDTA rea  11 1 1 mi ion UR, i  ensures 6% of e 

Com any's o a  BITDA  T e ransmission se men  ro  rea  93 mi ion UR  T e 
ransmission se men  is e ar es  se men  in e o ume of asse s  In 2017, e asse s of e 

se men  om o  182 9 mi ion UR or 52 9% of e o a  o ume of e Com any asse  

In e or n  erio , e s ora e se men  o era e  i  in ome in amoun  of 2 210 mi ion UR 
i  ensu  BIDTA in amoun  of 13 822 mi ion UR an  re enue in amoun  of 

12 528 mi ion UR  In 2017, e asse s of e se men  om o 162 2 mi ion UR or 7 1% of e 
o a  o ume of e Com any asse  

en s a er e en  of e or n  erio   
On 7 February 2018, e PUC a ro  amen men s o e ision No 1/7 "Me o o o y for 
a u a on of na ura  as s ora e ser i e ari " a o  by e Pub i  U i es Commission on 

16 Mar  2017; e amen men s ro i e for subs an a  an es in e rin i es of e ermina on 
of e Re u a  Asse  Base A  
Fur er e e o men   

In 2018, e ax reform ann  in a ia i   e Com any's nan ia  a i es  T e mos  
si ni an  an es a  i  a y o e a i es of e Com any are re a  o e an es in e 

ro ure re ar in  a u a on of e or ora e in ome ax  a ia ans o join e oun ries 
 rein es  ro s are no  axe  bu  e ax is ue from e is ribu ab e ro  Simi ar y, e 

os s subje  o e or ora e in ome ax a  e momen  of eir aymen  are an e  In a i on, 
e minimum sa ary in e oun ry  in , i  uire  e Com any o re ie  e 

em oyee remunera on an  an e e ra es re a  o e ersonne  axe  

T e ner y  ro i es a  e sys em o era or a  be iab e for e ener y ransmission sys em 
o era on, ser i in , safe y, sys em mana emen  an  e e o men  in e i en e o era on area, 
onne on o o er sys ems, as e  as for e on - erm a abi i y of e sys em o ensure ener y 
ransmission a or in  o e eman  In or er o ensure e s abi i y of e na ura  as 
ransmission sys em an  e a a i y a ai abi i y a or in  o e eman , in 2018, e Com any 
i  or anize an au on on ensurin  of e uire  in u  a a i y in e ransmission sys em 

in er onne on i  e S ora e in e in er season   

In 2018, ne  ransmission sys em a a i y reser a on ro u s an  ari  i  be in ro u  T e 
main reason of e ari  re ision is e ne essi y o o er e os s of e au on on u  in 
2017   

In 2018, ne  s ora e ro u s an  ari  i  be in ro u ; e roje  of ari  is submi  o e 
PUC a or in  o e Me o o o y for Ca u a on of Na ura  Gas S ora e i e Tari  T e re ious 
ari  roje  for s ora e o era on se men   a ro  in 2008   

JOINT STOCK COMPANY "Conexus Ba  Gri " 
 

Zane Ko ne 
C air erson of e Bo  

M š Go e 
Member of e Bo  Member of e Bo  
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Statement of Board’s responsibility 
The Board of the Joint Stock Company “Conexus Bal c Grid” (hereina er – the Company) is 
responsible for the prepara on of the Company’s nancial statements.  

The nancial statements for 2017 have been prepared in accordance with the Interna onal Financial 
Repor ng Standards adopted by the European Union and provide a true and fair view of the 
Company’s nancial posi on, opera onal results and cash ows. 

The nancial statements were approved by the Board of the JSC “Conexus Bal c Grid” on 9 March, 
2018 and they are signed on behalf of the Board by: 

 

 

 

 

 

 

JOINT STOCK COMPANY "Conexus Bal c Grid" 
ANNUAL REPORT 2017  

 

Zane Kot ne 
Chairperson of the Board 

M š Gode 
Member of the Board 

Gints Freibergs 
Member of the Board 



9 
 

Financial Statements 

STATEMENT OF PROFIT OR LOSS 
  04.01.2017 - 

   Note    31.12.2017 
  EUR'000 

Revenue 1                  51 444 
Other income 2    641 
Materials and services 3 (13 681) 
Personnel expenses 4 (9 393)  
Deprecia on, amor sa on and impairment of 
property, plant and equipment   (18 544)  

Other opera ng expenses    (4 047) 
Opera ng pro t 6 420 
Financial expenses, net              (225)  
Pro t before taxes         6 195  
Corporate income tax 6 10 826 
Pro t for the period 17 021 
 

 

The nancial statements were approved by the Board of the JSC “Conexus Bal c Grid” on 9 March, 
2018 and they are signed on behalf of the Board by: 

 

 

  

JOINT STOCK COMPANY "Conexus Bal c Grid" 
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Zane Kot ne 
Chairperson of the Board 

M š Gode 
Member of the Board 

Gints Freibergs 
Member of the Board 

7,8

STATEMENT OF OTHER COMPREHENSIVE INCOME  

 
Note 

04.01.2017 - 
31.12.2017 

    EUR'000  
Pro t for the period  17 021 
Other comprehensive income – items that will not be 
reclassi ed to pro t or loss in subsequent periods   
   Deferred income tax 6 18 757 
   Remeasurement of post-employment bene ts 14 593 
Total net income recognised as other comprehensive 
income  19 350 
Total comprehensive income for the period  36 371 

The accompanying notes on pages 14 to 36 form an integral part of these nancial statements. 

 

5
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BALANCE SHEET 
 

  Note   31.12.2017  

ASSETS   EUR'000 
Non-current assets       
Intangible assets 7            1 038  
Property, plant and equipment 8 333 883 
Non-current prepaid costs 9 1 513 
Total non-current assets:         336 434  
Current assets     
Inventories 10 2 277  
Advances for inventories              12  
Trade receivables         5 959  
Other current assets 11 420 
Cash and cash equivalents         17 886  
Total current assets:   26 554  
TOTAL ASSETS:   362 988  
The accompanying notes on pages 14 to 36 form an integral part of these nancial statements. 

 
 

The nancial statements were approved by the Board of the JSC “Conexus Bal c Grid” on 9 March, 
2018 and they are signed on behalf of the Board by: 
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Zane Kot ne 
Chairperson of the Board 

M š Gode 
Member of the Board 

Gints Freibergs 
Member of the Board 
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BALANCE SHEET (con nued) 
   
   Note   31.12.2017  

LIABILITIES AND SHAREHOLDERS’ EQUITY   EUR'000 
Shareholders’ equity:       
Share capital 17         39 786  
Treasury shares 17  (39) 
Reserves 12       153 004  
Retained earnings           117 666  
Total shareholders’ equity:         310 417  
Non-current liabili es     
Deferred income 13         8 068  
Employee bene t obliga ons 14            1 040  
Borrowings 15         28 875  
Total non-current liabili es:           37 983  
Current liabili es     
Borrowings 15 3 500 
Trade payables              2 814  
Corporate income tax 6,8  1 103 
Other liabili es 16 6 707  
Deferred income 13         327  
Advances from customers 137 
Total current liabili es:         14 588  
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY:         362 988  
The accompanying notes on pages 14 to 36 form an integral part of these nancial statements. 

 

 

The nancial statements were approved by the Board of the JSC “Conexus Bal c Grid” on 9 March, 
2018 and they are signed on behalf of the Board by: 
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Zane Kot ne 
Chairperson of the Board 

M š Gode 
Member of the Board 

Gints Freibergs 
Member of the Board 
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STATEMENT OF CHANGES IN EQUITY 

   Share 
capital 

Treasury 
shares Reserves Retained 

earnings Total 

   EUR'000 EUR'000 EUR'000 EUR'000 EUR'000 
As at 4 January, 2017  - - - - - 
Transferred as a result of 
reorganisa on 

 39 786 - 234 299 - 274 085 

Transfer of revalua on reserve  -  -  (100 645) 100 645 - 
Acquisi on of treasury shares  - (39) - - (39) 
Other comprehensive income:       
Other comprehensive income  - - 19 350 - 19 350 
Pro t for the period     -    -   -  17 021 17 021 
Total other comprehensive income   - - 19 350 17 021 36 371 
31 December, 2017  39 786 (39) 153 004 117 666 310 417 

 

 
The nancial statements were approved by the Board of the JSC “Conexus Bal c Grid” on 9 March, 
2018 and they are signed on behalf of the Board by: 

 

 

 

 

 

 

  

 

Zane Kot ne 
Chairperson of the Board 

M š Gode 
Member of the Board 

Gints Freibergs 

JOINT STOCK COMPANY "Conexus Bal c Grid" 
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The accompanying notes on pages 14 to 36 form an integral part of these nancial statements. 

Member of the Board 



 

13 
 

STATEMENT OF CASH FLOWS 

  Note 
  04.01.2017 -

31.12.2017  
Cash ows  from opera ng ac vi es   EUR’000 
Pro t before corporate income tax   6 195 
Adjustments:     
- deprecia on of property, plant and equipment 8  17 881 
- amor sa on of intangible assets 7  663 
- loss on disposal of plant, property and equipment   (181) 
- provisions    77 
- par cipa on in the transna onal cross-border project 9   100 
- amor sa on of EU grants 13   (267) 
- interest expenses   206 
Change in opera ng assets and liabili es net of cts 
of reorganisa on:   

   

- increase in debtors   (7 298) 
- increase in advances for inventories   (12) 
- increase in inventories   (61) 
- increase in creditors   9 252 
Net cash infow from opera ng ac vi es    26 555 
Cash ow from inves ng ac vi es     
Payments for property, plant and equipment   (16 587) 
Payments for  intangible assets    (373) 
Proceeds from sale of property, plant and equipment    517 
Par cipa on in the transna onal cross-border project 9  (1 713) 
Net cash ou low from inves ng ac vi es   (18 156) 
Cash ow from nancing ac vi es     
Interest paid   (206) 
Repayment of borrowings   (2 625) 
Cash received in reorganisa on 20   12 297 
EU grants received 13   60 
Acquisi on of treasury shares 17   (39) 
Net cash in ow from nancing ac vi es   9 487 
Net cash ow   17 886 
Cash and cash equivalents at the beginning of the 
repor ng period 

  
 - 

Cash and cash equivalents at the end of the repor ng 
period 

  
 17 886 

  
The accompanying notes on pages 14 to 36 form an integral part of these nancial statements. 

The nancial statements were approved by the Board of the JSC “Conexus Bal c Grid” on 9 March, 
2018 and they are signed on behalf of the Board by: 
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Zane Kot ne 
Chairperson of the Board 

M š Gode 
Member of the Board 

Gints Freibergs 
Member of the Board 
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NOTES TO THE FINANCIAL STATEMENTS 

NOTES TO THE STATEMENT OF PROFIT OR LOSS 

1. Revenue  

 
04.01.2017 - 

31.12.2017 
     EUR'000  
Revenue from transmission services 27 234  
Revenue from storage services 24 210 
  51 444 
 

2. Other income 

 
04.01.2017 - 

31.12.2017 
   EUR'000  
Income from EU grants  268  
Other income  190  
Net gain on sale of property, plant and equipment  183  
 641 
 

3. Materials and services 

 
04.01.2017 - 

31.12.2017 
     EUR'000  
Natural gas 3 627 
Materials 1 334 
Maintenance of transmission and storage infrastructure 8 292 
Maintenance of transport and machinery 176 
Maintenance of IT infrastructure 252 
  13 681 
 

4. Personnel expenses 

 
04.01.2017 - 

31.12.2017 
   EUR'000  
Salary  7 271 
State social insurance contribu ons 1 672 
Life, health and pension insurance 412 
Other personnel costs 38 
   9 393 
Including for members of the Council and the Board 

- Salary  1 013 
- State social insurance contribu ons  201 
- Life, health and pension insurance  100 
- Other personnel costs  9 

   1 323 
Average number of employees  356 
 

  

JOINT STOCK COMPANY "Conexus Bal c Grid" 
ANNUAL REPORT 2017  
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04.01.2017 - 

31.12.2017 
     EUR'000  
Premises and territory maintenance and other services 1 326 
Taxes and du es 1 204 
O ce and other administra ve costs 1 517 
  4 047 

6. Corporate income tax 

 
04.01.2017 
31.12.2017 

     EUR'000  
Corporate income tax (1 103)  
De-recogni on of deferred tax liabili es 11 929 
  10 826 
 

Movement in the  deferred tax liabili es  
04.01.2017 - 

31.12.2017 
   EUR'000  
Deferred tax balance as at 04.01.2017  - 
Transferred as a result of reorganisa on (Note 20)  30 686 
De-recogni on of deferred tax liability through the pro t or loss  (11 929) 
De-recogni on of deferred tax liability through other comprehensive income (18 757) 
Deferred tax balance as at 31.12.2017 - 

5. Other opera ng expenses

JOINT STOCK COMPANY "Conexus Bal c Grid" 
ANNUAL REPORT 2017  

Based on the provisions on the new Corporate income tax law published on 1 August 2017, corporate 

deferred tax liability as income in the statement of  or loss, and for the deferred tax liability 



 

16 
 

NOTES TO THE BALANCE SHEET 
 
7. Intangible assets 

 
Cost EUR’000 
04.01.2017 - 
Transferred as a result of reorganisa on (Note 20)        5 352  
Addi ons 373  
Disposals  (13) 
31.12.2017 5 712 
Amor sa on   
04.01.2017 - 
Transferred as a result of reorganisa on (Note 20)        4 017  
Amor sa on charge 663  
Disposals  (6) 
31.12.2017 4 674 
Net book value as at 04.01.2017  - 
Net book value as at 31.12.2017 1 038 

 
The intangible assets include fully depreciated intangible assets with a total cost of EUR 2,843 
thousand. Most of intangible assets of the Company represent so ware for opera ons of opera ng 
segments. 
  
8. Property, plant and equipment  

  Land and 
buildings 

Machinery 
and 

equipment 

Other 
xed 

assets 

Spare parts 
emergency 

reserve 

Assets under 
construc on TOTAL 

  EUR’000 EUR’000 EUR’000 EUR’000 EUR’000 EUR’000 
Cost or revalued 
amount    

 
  

04.01.2017  - - - - - - 
Reorganisa on 
(Note 20) 635 266 105 659 4 331 -

 
12 419 757 675 

Addi ons - - - - 16 587 16 587 
Reclassi ed 4 830 5 630 588 1 608 (9 717) 2 939  
Disposals (716) (630) (110) - - (1 456) 
Transferred 7 (720) 713 - - - 
31.12.2017 639 387 109 939 5 522 1 608 19 289 775 745 
Deprecia on  
04.01.2017  - - - - - - 
Reorganisa on 
(Note 20) 366 126 55 994  2 988  

- - 425 108  
Deprecia on charge 11 786 5 704 391 - - 17 881 
Revalued - (10) - - - (10) 
Disposals (526) (499) (92) - - (1 117) 
Reclassi ed 7 (362) 355 -  - 
31.12.2017 377 393 60 827 3 642 - - 441 862 
Net book value as 
at 31.12.2017 261 994 49 112  1 880  1 608  19 289  333 883  

JOINT STOCK COMPANY "Conexus Bal c Grid" 
ANNUAL REPORT 2017  
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The xed assets include fully depreciated xed assets with a total historical cost of EUR 8 016 
thousand.  

The latest revalua on of the buildings, structures, machinery and equipment was done in 2016, 
before the reorganisa on of JSC “Latvijas g ze”. The balances of revalued assets were transferred to 
the Company as a result of reorganisa on, at predecessor amounts. The revalua on was performed 
by an independent external expert using the depreciated replacement cost method. 

The following table summarises values of the revalued assets as if they were carried at the historical cost.

Cost 31.12.2017 
  EUR'000 
Buildings and structures 130 882  
Machinery and equipment   43 677  
 

9. Prepaid expenses 

31.12.2017 
  EUR’000 
Opening balance as at 04.01.2017  - 
Payment made  1 713 
Amor sed in the pro t or loss  (100) 
 1 613 
Including: current part (Note 11)  100 
                   non-current part  1 513 

In accordance with the Regulator’s Decision No 97 (prot. No16, p.4) "On the distribu on of 
investment costs for the common interest project "Klaipedos - Kiemenai pipeline capacity increase in 
Lithuania "”, a payment was made to AB" Amber Grid ". 

10. Inventories  

31.12.2017 
  EUR'000 
Materials and spare parts  1 366 
Natural gas   980  
Provisions for impairment of slow-moving inventories    (69) 
  2 277 
 

Provisions for impairment of slow-moving inventories 
04.01.2017 - 

31.12.2017 
  EUR'000 
04.01.2017 - 
Transferred as a result of reorganisa on    86  
Reversal recognised in pro t or loss   (17)  
31.12.2017 69 

  

  

JOINT STOCK COMPANY "Conexus Bal c Grid" 
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11. Other current assets 

31.12.2017 
  EUR’000 
Prepaid expenses  245 
Other debtors  175 

       420 
 

12. Reserves  

31.12.2017 
  EUR’000 
Property, plant and equipment revalua on reserve        127 967 
Post-employment bene t revalua on reserve 390  
Reorganisa on reserve (Note 20)  24 647 

       153 004 
  

Movement in revalua on reserves PPE revalua on 
reserve 

Post-emplyment 
Revalua on 

reserve 
 EUR’000 EUR’000 
Opening balance 04.01.2017 - - 
Transferred as a result of reorganisa on (Note 20) 209 855 (203)  
Remeasurments due to changes in actuarial assump ons - 593 
Disposed revalued assets (56) - 
Transfer of deprecia on of revalua on surplus (transferred 
in reorganisa on) to retained earnings 

 
(75 432) - 

Transfer of deprecia on of revalua on surplus charged for 
the period to retained earnings (6 400) - 

Balance 31.12.2017 127 967        390 

Revalua on reserve cannot be distributed in dividends nor can it be capitalised.  

13. Deferred income 

31.12.2017 
  EUR’000 
Non-current part 8 068 
Current part 327 
  8 395 
 
 

Movement of deferred income  
04.01.2017 -

31.12.2017 
  EUR’000 
04.01.2017 -   
Transferred as a result of reorganisa on (Note 20)  8 602 
EU funds received in 2017  60 
Amor sed in pro t or loss (Note 2) (267)  
Carried forward as at 31.12.2017 8 395 
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31.12.2017 

  EUR’000 
Post-employment bene t liabili es  927 
Other employment bene ts  113 

       1 040 
 

 
04.01.2017 -

31.12.2017 
Obliga ons at the beginning of the repor ng period  - 
Transferred as a result of reorganisa on (Note 20)  1 539 
Recognised in pro t or loss statement  154 
Paid   (60) 
Revalua ons due to changes in actuarial assump ons - in equity  (593) 
Obligations at the end of the reporting period 1 040 
 

Assumptions used in the calculations of  31.12.2017 

Liabilities 
transferred as a 

result of 
reorganisation 

Discount rate, %  0.205% 0.24% 
Employee rota on rate,%  3.09% 3.40% 
Employee re rement age, years  63 62.75 
Wage growth,%  3.00% 4.00% 
Contribu ons to private pension fund,%  5.00% 5.00% 
Compulsory social security contribu ons (employees), %  23.59% 23.59% 
Compulsory social security contribu ons (re red), %  20.57% 19.90% 
 
Assumptions used in the calculations of 

Changes in  
assumptions 

Impact on obligations due to change in 
assumptions 

31.12.2017 
Discount rate +0.5% Savings reduced by  4.91% 
Employee rota on rate +0.5% Savings reduced by  0.16% 
Employee re rement age +1 year Savings reduced by  1.94% 
Wage growth +0.5% Savings increased by 4.70% 
Contribu ons to private pension fund +0.5% Savings increased by  0.39% 
Compulsory social security contribu ons +0.5% Savings increased by  0.39% 
Assumptions used in the calculations of 

Changes in  
assumptions 

Impact on obligations due to change in 
assumptions 

31.12.2017 
Discount rate -0.5% Savings increased by  5.41% 
Employee rota on rate -0.5% Savings increased by   0.16% 
Employee re rement age -1 year Savings increased by  1.29% 
Wage growth -0.5% Savings reduced by  4.32% 
Contribu ons to private pension fund -0.5% Savings reduced by  0.39% 
Compulsory social security contribu ons -0.5% Savings reduced by   0.39% 

 

14. Employee bene t liabili es 

19 
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Borrowings from credit ins tu ons – non-current part  28 875 
Borrowings from credit ins tu ons – current part  3 500 

32 375 

The Company has a valid loan agreement with OP Corporate Bank plc, Latvian branch with maturity 
on 30 November 2021 and interest rate of 0.60% plus 6M EURIBOR. 

16. Other liabili es  

 31.12.2017 
  EUR’000 
Accrued costs for services of providing natural gas availability   4 040 
Accrued bonuses  772 
Accrued vaca on costs 515 
Social insurance contribu ons  382 
Value added tax  339 
Salaries  281 
Personal income tax 231 
Other non-current liabili es  85 
Natural resource tax  62 
  6 707 
 

17. Share capital 

 

 

 

15. Borrowings 

31.12.2017 
  EUR’000 

JOINT STOCK COMPANY "Conexus Bal c Grid" 
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number of shares is 39,786,089, with a nominal value of  EUR 1.00 . The total number of shareholders 
exceeds 4.8 thousand. 97.52% of the total number of shares belong to the three largest shareholders.

In 2017, Conexus'shareholder structure has changed. On 15 December 2017, the Latvian electricity 

its 16.05% stake in the natural gas transmission and storage system operator, the  Joint Stock 

owning 34.36% of the shares.
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18. Taxes 

 Atlikums 
04.01.2017 Calculated Paid Liabili es 

31.12.2017 
  EUR’000 EUR’000 EUR’000 EUR’000 
Corporate income tax - 1 103 - 1 103 
Value added tax - 6 049 (5 710) 339 
Social insurance contribu ons - 2 508 (2 126) 382 
Personal income tax - 1 457 (1 226) 231 
Natural resource tax - 213 (151) 62 
Real estate tax - 887 (887) - 

- 12 217 (10 100) 2 117 
  

19. Related party transac ons 

No individual en ty exercises control over the Company. The Company has following transac ons 
with en es disclosed below, which own or owned more than 20% of the shares that deemed to 
provide a signi cant in uence over the Company.  

Income or expenses 
04.01.2017 -

31.12.2017 
  EUR’000 
Income form the provision of services   
PJSC “Gazprom”  26 
  26 
Expenses on purchase of services from the companies controlled by related 
companies   
Companies controlled by PJSC “Gazprom” 85 

85 

GAZPROM PAS 
34,10%

MARGUERITE GAS I 
S.AR.L. 
29,06%

Augstsprieguma 
kls  AS

34,36%

Others
2,48%
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Related party payables and receivables 31.12.2017 
  EUR’000 
Companies controlled by PJSC “Gazprom” 20 

20 
 

Reorganisa on Balance Sheet  

As a result of the reorganiza on of JSC "Latvijas ze" into two separate en es, assets and 
liabili es related to the natural gas transmission and storage ac vi es were transferred to JSC 
“Conexus Bal c Grid”. 

 
ASSETS  

04.01.2017 
EUR'000 

Non-current assets     
Intangible assets            1 335  
Plant, property and equipment 332 567 
Total non-current assets       333 902 
Current assets   
Inventories 5 138  
Other current assets 18 
Cash and cash equivalents       12 297  
Total current assets 17 453 
TOTAL ASSETS 351 355  
LIABILITIES AND SHAREHOLDERS’ EQUITY  
Shareholders’ equity     
Share capital         39 786  
Property, plant and equipment revalua on reserve  209 855 
Post-employment bene t revalua on reserve  (203) 
Reorganisa on reserve 24 647 
Total shareholders’ equity       274 085  
Non-current liabili es   
Deferred income         8 335  
Employee bene t liabili es            1 539  
Borrowings         32 375  
Deferred income tax 30 686 
Total non-current liabili es         72 935  
Current liabili es   
Borrowings 2 625 
Other liabili es 1 443  
Deferred income         267  
Total current liabili es       4 335  
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY       351 355  
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Capital commitments 

The Company has planned to spend 14 387 thousand EUR for capital expenditures for property, 
plant and equipment and intangible assets in the subsequent year, including: 

- Contracted for, but not yet delivered: 9 437 thousand EUR 

- Authorised, but not yet contracted for: 4 950 thousand EUR. 

Events a er the balance sheet date 

No signi cant subsequent events have occurred since the last day of the repor ng period that would 
materially in uence the Company’s nancial statements as at 31 December 2017. 
Pro t distribu on proposed by the Board  
The Board proposes to distribute the pro t for the period 17 020 587 EUR as follows: 
- Dividends to shareholders (81.8%): 13 925 131 EUR; 
- Dividends per share (EUR/1share): 0.35 EUR; 
- transferred to Retained earnings: 3 095 456 EUR.   
 
Remunera on of the cer ed auditors’ company 

  04.01.2017 -
31.12.2017 

  EUR’000 
Statutory audit         32  
Agreed upon procedures with regard to reorganisa on balance sheet  7  
  39 

 

Financial risk management 

Financial risk management  

The nancial assets of JSC Conexus Bal c Grid include trade and other receivables, cash and cash 
equivalents. Financial liabili es include borrowings, debts to suppliers and other creditors. The 
amount of nancial assets and liabili es is summarized in the table below: 
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 31.12.2017 
  EUR’000 

        5 959  
 175  
 17 886 
 24 020 
 32 375 
 2 814 
 4 040 

          39 229  
 

Financial assets and liabili es 
 
Trade receivables 
Other receivables 
Cash and cash equivalents 
Financial assets (loans and receivables) 
Borrowing  
Trade payables 
Other payables 
Financial liabili e
 

therefore there is an interest rate risk. The turnover risks are assessed as moderate, as JSC Conexus 
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Liquidity risk 

Liquidity risk is associated with ability of the Company to se le  its  obliga ons  within agreed  terms.
JSC Conexus Bal c Grid follows prudent liquidity risk management. The availability of nancial 
resources is planned to se le liabili es to creditors and shareholders using cash ow planning tools. 
The Company’s Planning and Analysis Division, under the supervision of the responsible member of 
the board, generates annual, quarterly and monthly cash ows to determine the demand for opera ng 
cash ows. If necessary, Conexus Bal c Grid can leverage short-term credit lines if needed. 
 
Term analysis of nancial liabili es at 31.12.2017 based on their contractual cash ows: 

 
Market risk 
Interest rate risk 

 
Credit risk  

 
As at 31.12.2017 the Company was not subject to signi cant credit risk related to its customers as 
there were no overdue debts and all trade receivables were collected during January 2018. 
 
The management of credit risk associated with cash and cash equivalents is carried out by the Planning 
and  Analysis Division under the supervision of a member of the  Board  and in accordance 
with the approved nancial asset management policy. All credit ins tu ons with which the Company 
is coopera ng or plans to cooperate are assessed periodically, but not less than once a quarter, 
according to their nancial and non- nancial indicators.  As a part of internal assessment, the Company 
also analyses the Moody's Investor Services credit rating of a par cular credit ins tu on or its ul mate 
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32 375 32 988  923 2 764 29 301 

6 854 6 854 6 854  - - 

39 229 39 842 7 777 2 764 29 301 

 

Borrowings

Other liabili es 

Financial 
liabili es

Carrying amount
EUR’000

Contractual cash 
ows

EUR’000

1 – 3 months
EUR’000

3  - 12 months
EUR’000 

1 – 5 years 5 
years

EUR’000

The interest rate risk arises from the use of borrowed cash resources to ensure liquidity. Conexus 

exposed to the fair value interest rate risk.

deposits. Credit risk management is conducted by  the Commercial Division under the supervision of 
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parent. Based on such assessment, outstanding cash and cash equivalents can be summarised as 
follows (grouped by long term ra ng): 
 

* The Moody's ra ng for parent company Swedbank AB, such ra ng is not available for Swedbank AS. 

 
Capital risk management 
The Company’s objec ves when managing capital are to safeguard the Company’s ability to con nue 
as a going concern in order to provide returns for shareholder and bene ts for other stakeholders and 
to maintain an op mal structure to reduce the cost of capital.  
The Company performs management of the capital, based on propor on of borrowed capital against 
total capital. This indicator is calculated as propor on of total liabili es, less cash and cash equivalents, 
to the total capital of the Company. Liabili es include all long term and short-term liabili es, but total 
capital includes all liabili es of the Company and equity. This indicator is used to evaluate structure of 
the capital of the Company, as well as its solvency. Strategy of the company is to ensure that men oned 
propor on does not exceed 50%. 
 
As at 31.12.2017 the propor on of borrowed capital to total capital was as follows: 

Fair value 
IFRS 13 speci es a hierarchy of valua on techniques based on whether the inputs to those valua on 
techniques are observable or unobservable. Observable inputs re ect market data obtained from 
independent sources; unobservable inputs re ect the Company’s market assump ons.This hierarchy 
requires the use of observable market data when available. The Company considers relevant and 
observable market prices in its valua ons where possible. 
 
The objec ve of the fair value measurement, even in inac ve markets, is to arrive at the price at which 
an orderly transac on would take place between market par cipants to sell the asset or transfer the 
liability at the measurement date under current market condi ons. In order to arrive at the fair value 

JOINT STOCK COMPANY "Conexus Bal c Grid" 
ANNUAL REPORT 2017  

  
  31.12.2017 

 EUR’000 
 Aa3* 17 836 

 Ba2 50 
  17 886 

Ra ngBank

Swedbanka
Citadele banka
Financial assets

 31.12.2017 
 EUR’000 

52 571 

(17 866) 

(8 395) 

26 310 
 362 988

 
 

 

7.25%

(Cash and cash equivalents)

(Deferred income – EU grants)  

Net total liabili es

Total equity and liabili es

Borrowed capital propor on to total capital

Due to the low interest rates, on 31  December   2017, cash and cash equivalents consisted only of 
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of a nancial instrument di erent methods are used: quoted prices, valua on techniques 
incorpora ng observable data and valua on techniques based on internal models. These valua on 
methods are divided according to the fair value hierarchy in Level 1, Level 2 and Level 3. 
The level in the fair value hierarchy within which the fair value of a nancial instrument is categorized 
shall be determined on the basis of the lowest level input that is signi cant to the fair value in its 
en rety.  
The classi ca on of nancial instruments in the fair value hierarchy is a two-step process: 
1.  Classifying each input used to determine the fair value into one of the three levels;  
2.  Classifying the en re nancial instrument based on the lowest level input that is signi cant to 
the fair value in its en rety. 
 
Quoted market prices - Level 1 
Valua ons in Level 1 are determined by reference to unadjusted quoted prices for iden cal assets or 
liabili es in ac ve markets where the quoted prices are readily available and the prices represent 
actual and regularly occurring market transac ons on an arm’s length basis.  
 
Valua on techniques using observable inputs - Level 2 
Valua on techniques in Level 2 are models where all signi cant inputs are observable for the asset or 
liability, either directly or indirectly. Inputs other than quoted prices included within Level 1 that are 
observable for the asset or liability either directly (that is, as price) or indirectly (that is, derived from 
prices).  
 
Valua on technique using signi cant unobservable inputs - Level 3 
A valua on technique that incorporates signi cant inputs that are not based on observable market 
data (unobservable inputs) is classi ed in Level 3. Unobservable inputs are those not readily available 
in an ac ve market due to market illiquidity or complexity of the product. Level 3 inputs are generally 
determined based on observable inputs of a similar nature, historic observa ons on the level of the 
input or analy cal techniques. 
The Company considers that there is no signi cant di erence between the cost and fair value. 
 
The following nancial assets and liabili es are included in Level 3: 

Assets and liabili es for which fair value is disclosed 
The carrying amount of liquid and short-term nancial instruments (with maturity below 3 months), 
for example, cash and cash equivalents, short-term trade payables and trade receivables, corresponds 
to their fair value.  
 

 
 31.12.2017 
 EUR’000 

 
 310 081

  
175 
 17 886

 

5 959

Assets:
Property, plant and equipment 
Trade receivables
Other receivables
Cash and cash equivalents

 
32 375 
2 814 
4 040 

Borrowings
Trade payables
Other payables
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The carrying amount of borrowings is evaluated by discoun ng future cash ows and applying market 
interest rate. As interest rates applied on borrowings from credit ins tu ons, are mainly oa ng and 
do not signi cantly di er from market rates, and the risk margin applicable to the Company has not 
changed signi cantly, the fair value of long-term liabili es approximates their net book value.  
 
 
Assets measured at fair value  
The Company’s buildings, structures, including gas pipeline infrastructure, machinery and equipment 
are reported at revalued amounts which approximate their fair value. 
 
The last revalua on was performed in 2016 while the relevant assets were s ll the part of JSC Latvijas 
g ze. Considering the unique nature and use of the assets, revalua on was based on Level 3 data, 
meaning that the data are not freely observable for relevant type of assets. This is a repeated 
revalua on, and used revalua on method was not changed. 
 
The revalua on was performed by an external expert using the depreciated replacement cost method. 
According to this method, ini al value of assets is determined according to the prices, requirements 
and applied materials at the me of the valua on. Key assump ons during revalua on process are 
associated with the materials cost and the cost of the average construc on prices at the me of 
revalua on. For determina on of values, data available to the Company about similar construc ons of 
facili es in recent years is being used. A signi cant sec on of the revalua on consists of revalua on of 
underground gas pipelines. The total length of pipeline transmission system is 1,188 km. In case of an 
increase in the average construc on cost in the country or signi cant increase the cost of materials, 
asset value will increase. If the cost of construc on or materials decreases the value of the assets will 
decrease accordingly. 
 
Parallel to the ini al value, accumulated deprecia on is determined. As key factors here the asset's 
physical, func onal and technical deprecia on are being taken into account. If revalued assets are used 
in a substan ally di erent way, or they are func onally obsolete, revalued asset value may decrease 
signi cantly. 
 
The management has assessed the level of pipeline and general construc on prices during 2017 and 
has not iden ed signi cant changes as compared to 2016 when the revalua on was made. In the 
absence of other signi cant changes, the management concluded that the carrying amount of 
revalued propoerty, pant and equipment does not di er materially from the ampount which would be 
determined using fair value at the end of the repor ng period. 
 
 

 

Accoun ng policies 

Basis of prepara on 

The nancial statements of JSC Conexus Bal c Grid are prepared in accordance with the Interna onal 
Repor ng Standards (IFRS) as adopted for use in the European Union.  

These nancial statements cover the repor ng period from 4 January 2017 to 31 December 2017. 
J4 anuary , 2017 is the date when the when the natural gas transmission and storage business was 

separated to the en ty. 

The nancial statements are prepared on going concern basis. Assets and liabili es in the nancial 
statements are measured under historical cost conven on, as modi ed by revalua on of property, 
plant and equipment. Statement of cash ows has been prepared by presen ng opera ng cash ows 
using the indirect method. 
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All amounts shown in these nancial statements are presented in thousands of Euros (EUR), unless 
iden ed otherwise.  

These are rst nancial statements prepared under IFRS. These nancial statements were prepared 
using IFRS 1 – The rst me adop on of IFRS, as described further in the Accoun ng policies note. The 
date of transi on to IFRS is 4 January 2017. 

Also, it should be noted that the natural gas transmission and storage business experienced signi cant 
changes in 2017 due to the liberaliza on of the gas market in Latvia, and the composi on of the 
market players and service tari  calcula ons and the way they were applied for various services 
changed signi cantly. Consequently, the management concluded that the repor ng period of 2017 
when JSC Conexus Bal c Grid operated as an independent legal en ty is not comparable to the 
opera ons during 2016 of the natural gas transmission and storage segments while they were s ll a 
part of JSC "Latvijas g ze".  

The notes to the nancial statements provide informa on about the assets and liabili es received as 
a result of the reorganiza on, therefore, users of these nancial statements can gain an adequate 
picture of the ct of the reorganiza on on the nancial posi on of the Company. 

Predecessor method also provides that a company that takes over assets and liabili es at their 
predecessor amounts, will also take over the relevant nancial accoun ng policies. JSC Latvijas ze 
prepared its nancial statements in accordance with Interna onal Financial Repor ng Standards 
(IFRS) as adopted in the European Union, and the balances presented in the reorganiza on were based 
on the requirements for recogni on and measurement of IFRS. 

Accoun ng policies and principles which are described below, have been consistently applied 
throughout the repor ng period, except as follows. In the repor ng period, the Company changed the 
classi ca on of and accoun ng for in the following areas in comparison with the accoun ng policy 
that was used by JSC Latvijas Gaze before the Company's reorganiza on. The Company decided to 
classify as plant, property and equipment the spare parts that comprise the emergency reserve as well 
as the technological natural gas contained in the pipelines of the transmission system (line ll) 
necessary for ensuring e cient opera on of the system Previously these assets were accounted for 
as inventories. According to management, such a classi ca on provides a more accurate 
representa on of the nature of these items, taking into account the speci cs of the industry. The 
reclassi ca on was performed as of the date of reorganisa on. The Company also decided to change 
the accoun ng policy for revalua on reserve, to transfer the di ce between deprecia on based 
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on the revalued carrying amount of the asset and deprecia on based on the original cost from the 
revalua on reserve to retained earnings, as permi ed by Interna onal Accoun ng Standard 16 
"Property, Plant and Equipment". To accomplish retrospec ve applica on of this change, the 
revalua on surplus that according to the new policy should have been transferred to retained earnings 
in the previous periods, was reclassi ed at the date of reorganisa on.

The impact of adop on of IFRS on the nancial statements 

These nancial statements are the rst nancial statements prepared by the Company that comply 
with IFRS as adopted by the European Union. These nancial statements include the opening balances 
of the assets and liabili es, as well as relevant equity items, which the Company received as a result 
of the reorganiza on from the JSC Latvijas Gaze at their predecessor amounts in  JSC "Latvijas Gaze"’s 

nancial statements prepared in accordance with IFRS as adopted in the European Union, adjusted by 
the change in accoun ng policies determined by the management, as men oned above. Subject to 
certain excep ons, IFRS 1 requires retrospec ve applica on of the version of standards and 
interpreta ons c ve for the year ended 31 December 2017. As the reorganisa on occurred in 
2017 when JSC Latvijas Gaze had already applied these versions of standards and interpreta ons, the 
Company con nued to apply the IFRS policies as they were used in the nancial statements of  JSC
Latvijas g ze. The Company‘s management concluded, that the Company complied with all mandatory 
excep ons under IFRS 1. The Company did not use any op onal exemp ons provided by IFRS 1. 

Adop on of new and revised standards and interpreta ons 

The following new and amended IFRS and interpreta ons became c ve in 2017, but have no 
signi cant impact on the opera ons of JSC Conexus Bal c Grid and these nancial statements: 

Amendments to IAS 7 “Statement of Cash Flows” – Disclosure ini a ve (e c ve for annual periods 
beginning on or a er 1 January 2017). 

Certain new standards and interpreta ons have been published that become c ve for the 
accoun ng periods beginning on 1 January 2018 or later periods or are not yet endorsed by the EU: 
 
IFRS 9 “Financial instruments” (e c ve for annual periods beginning on or a er 1 January 2018).  
IFRS 15 “Revenue from Contracts with Customers” (e c ve for annual periods beginning on or a er 
1 January 2018). 

IFRS 16 “Leases” (e c ve for annual periods beginning on or a er 1 January 2019). 

Amendments to IFRS 15 “Revenue from Contracts with Customers” (e c ve for annual periods 
beginning on or a er 1 January 2018); 

Annual improvements to IFRS’s 2016. The amendments include changes that ct 3 standards, 
among them IFRS 1 “First- me Adop on of Interna onal Financial Repor ng Standards” (e c ve for 
annual periods beginning on or a er 1 January 2018, not yet endorsed in the EU); 

IFRIC 22 “Foreign Currency Transac ons and Advance Considera on” (e c ve for annual periods 
beginning on or a er 1 January 2018, not yet endorsed in the EU). 

Annual improvements to IFRS’s 2017 (e c ve for annual periods beginning on or a er 1 January 
2019, not yet endorsed in the EU). The amendments include changes that ect 4 standards, among 
them IAS 23 - “Borrowing costs”. 

The management of JSC Conexus Bal c Grid has elected not to adopt these standards, revisions and 
interpreta ons in advance of their c ve dates. The Company an cipates that the adop on of all 
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other standards, revisions and interpreta ons will have no material impact on the nancial statements 
of the Company in the period of ini al applica on.  

Intangible assets 
Recognised as intangible assets are iden able non-monetary assets without physical substance that 
are used for the provision of services or for opera ng purposes. Intangible assets of JSC Conexus Bal c 
Grid mainly consist of so ware licenses and patents. 
 
Amor za on of intangible assets is calculated on a straight-line basis over its es mated useful life. 
The average useful life of intangible assets is 5 years. 
 
Property, plant and equipment  
Property, plant and equipment are tangible assets held for using in more than one period in supply 
of goods and in providing services or for opera ng purposes. Company`s main xed asset groups are 
buildings and structures, transmission gas pipelines and associated machinery and equipment, as well 
as  structures, equipment and machinery of In ukalns underground gas storage facility.  

The Company’s buildings and construc ons and equipment and machinery are stated at revalued 
amount. Revalua on shall be made with su cient regularity to ensure the carrying amount not di s 
materially from that which would be determined using fair value at the end of the repor ng period. 
All other property, plant and equipment groups (including land,  cushion gas, line ll and emergency 
reserve of spare parts) are stated at historical cost. An asset is recognized when there is a high 
probability that future economic bene ts associated with this asset will be received and the cost of an 
asset can be measured reliably. In the nancial statements, property, plant and equipment are stated 
net of accumulated deprecia on and write-downs of impairment.  

Assets purchased, but not yet ready for the intended use or under installa on process are classi ed 
under Assets under construc on. Subsequent costs are included in the asset’s carrying amount based 
on asset recogni on criteria. Fixed assets repairs and maintenance are charged to the pro t or loss 
statement for the nancial period when they are incurred. 

Increase in the carrying amount arising on revalua on of property, plant and equipment are credited 
to reserves in shareholders’ equity. 

From the date when the asset is ready for its intended use, it is depreciated and its value is gradually 
wri en o  during useful life up to the es mated residual value. No deprecia on is calculated on land, 
prepayments for xed assets, assets under construc on, emergency reserve of spare parts as well as 
cushion gas and line ll. 

Property, plant and equipment are subjected to deprecia on on a straight-line basis over the following 
useful lives: 
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An asset’s carrying amount is wri en down immediately to its recoverable amount if the asset’s 
carrying amount is greater than its es mated recoverable amount. 

Gains or losses on disposals are determined by comparing carrying amount with proceeds and are 
charged to the pro t or loss during the period when they are incurred. On disposal of revalued asset, 
the amount included in the revalua on reserve is transferred to retained earnings. 

Non-current prepaid expenses 
Classi ed as non-current prepaid expenses are balances of payment made by Conexus Bal c Grid, 
which, by economic substance, relate to future periods  beyond one year a er the balance sheet date. 

Non-current prepaid expenses are subjected to amor sa on determined based on their economic 
substance and are gradually recognized in the pro t or loss. The amount that will be amor sed during 
the next year is reported within current assets, and the remaining balance – within non-current assets.  

Inventories 
In the nancial statements, inventories are recorded at the lower of cost and net realisable value. Net 
realisable value is the es mated selling price in the ordinary course of business, less comple on and 
selling expenses.  

The cost of natural gas, materials and spare parts is determined using the weighted average method. 
Cost of materials is expenses in the pro t or loss when they have been consumed.  

Provisions are made for aging, slow-moving or damaged inventories. The provisioning amount is 
included in the pro t or loss for the period. The amount of provisions required is periodically reviewed, 
but not less than once during the repor ng period.  

Trade receivables 
Trade receivables are recognised ini ally at fair value and subsequently carried at amor sed cost using 
the c ve interest method, less provision for impairment. A provision for impairment of trade 
receivables is established for debts without security when there is objec ve evidence that the 
Company will not be able to collect all amounts due according to the original terms of trade 
receivables. 

The amount of the allowance is determined as the di ce between the asset’s carrying amount 
and the present value of es mated future cash ows. Changes in the allowances are included in the 
pro t or loss statement. Present value of future cash ows is determined by using discoun ng with 

c ve interest rate. 

Cash and cash equivalents 
Cash and cash equivalents comprise balances of current accounts and demand deposits at banks, as 
well as short term, highly liquid investments with ini al maturity of 3 months or less that are readily 
conver ble to known amounts of cash and which are subject to an insigni cant risk of changes in 
value. 
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Dividends 
Dividend distribu on to the Company’s shareholders is recognized as a liability in the in the period in 
which the dividends are approved by the Company’s shareholders. 

Trade and other payables 
Creditors' liabili es in the nancial statements are ini ally recognized at fair value and subsequently 
measured at amor zed cost using the c ve interest rate method. Creditors' liabili es are classi ed 
according to the payment deadline. If the payment is due within 12 months, the creditors' liabili es 
are reported and current liabili es. Commitments for which the maturity exceeds 12 months a er the 
balance sheet date of the repor ng year are shown as non-current liabili es. 

Provisions 
Provisions for obliga ons are recognised when the Company has a present legal or construc ve 
obliga on as a result of past events, it is probable that an ou low of resources will be required to 
se le the obliga on and the amount can be reliably es mated. Provisions are not recognised for 
future opera ng losses. 

Provisions are measured at the present value according to the management  best es mate of the 
expenditure required to se le the present obliga on at the end of the repor ng period. The required 
provisions are periodically reviewed, but not less than once a year. 

Vaca  accruals 
The amount of accrual for unused annual leave is determined by mul plying the average daily wage 
of employees for the last six months of the repor ng year by the amount of accrued but unused annual 
leave at the end of the repor ng year. 

Borrowings and borrowing costs  
Borrowings are ini ally recognized at fair value, net of transac on costs incurred. In subsequent 
periods, borrowings are recognized at amor zed cost using the c ve interest rate method. General 
and speci c borrowing costs that are directly related to the acquisi on or construc on of non-current 
assets are accrued in the cost of construc ng those assets un  the assets are ready for their intended 
use. 

In the nancial statements, loans repayable within the 12 months a er the balance sheet date are 
presented as current liabili es, loans that based on the contract can be deferred at least for more than 
12 months a er the balance sheet date, are reported as non-current liabili es. 

Currency unit and revalua  of foreign currency  
The items in the nancial statements are expressed in Euro, which is the func onal currency of the 
economic ac vity environment of JSC Conexus Bal c Grid and o cial currency in the Republic  of Latvia. 
All transac ons in foreign currencies are translated into euro at the exchange rate of the European 
Central Bank on the day of the relevant transac ons. Monetary assets and liabili es denominated in 
foreign currencies are translated into euro at the exchange rate on the last day of the accoun ng year. 
Income or loss from revalua on of foreign currencies is included in the pro t and loss for the relevant 
period. 
 
Employee bene ts 
JSC Conexus Bal c Grid recognises a provision for employee bene ts where contractually obliged or 
where there is a past prac ce that has created a construc ve obliga on.  
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Bonuses 

The Company recognises a liability and expense for bonuses based on a formula that takes into 
considera on the pro t a ributable to the Company’s shareholders a er certain adjustments.  

Social insurance and pension contribu ons 

The Company pays social security contribu ons for state pension insurance to the state funded 
pension scheme in compliance with the Latvian legisla on. The state funded pension scheme is a xed-
contribu on pension plan whereby the Company has to make payments in an amount speci ed by 
law. The Company also pays contribu ons to an external xed-contribu on private pension plan. The 
Company does not incur legal or construc ve obliga ons to pay further contribu ons if the state 
funded pension scheme or private pension plan is unable to meet its liabili es towards employees. 
The social security and pension contribu ons are recognised as an expense on an accrual basis and 
are included within personnel costs. 

Post-employment and other employee bene ts 

Under the Collec ve Agreement, the Company provides certain bene ts upon termina on of 
employment and over the rest of life to employees whose employment condi ons meet certain 
criteria. The amount of bene t liability is calculated based on the current salary level and the number 
of employees who are en tled or may become en tled to receive those payments, as well as based 
on actuarial assump ons. The bene t obliga on is calculated once per year.  

The present value of the bene t obliga on is determined by discoun ng the es mated future cash 
ou lows using the market rates on government bonds. Actuarial gains and losses arising from 
experience adjustments and changes in actuarial assump ons are charged or credited to other 
comprehensive income within equity in the period in which they arise. 

Taxa n  
Corporate income tax charge in the pro t and loss account for 2017 is calculated in accordance with 
the Law on Corporate Income Tax, applying the 15 percent rate to taxable income. 

The Company recognised deferred liability as a result of reorganisa on, and the deferred tax balance 
taken over was calculated using the liability method, on all temporary di rences arising between the 
tax bases of assets and liabili es and their carrying amounts in the nancial statements. The principal 
temporary di ces arose from di erent xed asset deprecia on rates, accrued costs and 
provisions which were deduc ble in the future taxa on periods.  
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From taxa on year 2018, corporate income tax will be calculated on the basis of distributed pro t 
(20/80 of the net amount payable to shareholders). Corporate tax on distributed pro t will be 
recognized when the shareholders of the Company make a decision about pro t distribu on. 

Other taxes are calculated and accounted for in accordance with the tax laws of the Republic of Latvia 
and are shown on the balance sheet as liabili es to the amounts payable to the state budget. 

Grants 
Grants rela ng to the purchase of speci c assets are recorded as deferred income and are credited to 
the pro t and loss account on a straight-line basis over the expected lives of the related assets. Grants 
granted to cover the expenses are recognised as an income in the same period when respec ve 
expenses have arisen if all condi ons associated with the receipt of grant have been ful lled. The 
Company has received grants from the EU as co- nancing of capital investments. 

Revenue 
Revenue is measured at the fair value of the considera on received or receivable. Amounts disclosed 
as revenue are net of discounts, trade allowances and amounts collected on behalf of third par es. 
The Company recognises the revenue when the amount of revenue can be reliably measured, it  is 
probable that future economic bene ts will ow to the en ty. The speci c accoun ng policies for the 
Company’s main types of revenue are explained below. 

Transmission revenue 

Revenue from balancing 

JSC Conexus Bal c Grid maintains informa on on the quan ty of natural gas entered  in the 
transmission system and exited from it by the transmission system users and calculates the imbalance. 
The amount of daily imbalance is the di ce between the entry and exit. In the event of a nega ve 
imbalance for the user of the transmission system, the amount of imbalance charge is calculated for 
each such day, by mul plying the calculated quan ty  with the sale price of natural gas, published in 
speci ed order, for the daily balancing purposes. Revenues from the provision of balancing services 
are recognized for each repor ng month when the transmission system user experiences an 
imbalance that has caused a de cit of natural gas in the transmission system. 

Revenue from storage 

JSC Conexus Bal c Grid provides In ukalns underground gas storage capacity services at approved 
storage tari  to the users of the storage who have reserved natural gas storage capacity during the 
storage season. Revenue from the sale of storage capacity are recognized for each repor ng month 
according to the storage tari  and in  propor on to the remaining months the end of 
storage season. 

Interest income 

Interest income is recognised using the c ve interest rate method. Interest income on term 
deposits is classi ed as Other income and interest on cash balances is classi ed as Finance income. 
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Penalty income 

Contractual penal es and penal es for late payments are recognised when it is certain that the 
economic bene ts associated with the transac on will ow to the Company. Hence, recogni on 
usually coincides with the receipt of penalty. 

Other income 

Income from the rendering of services are recognised when rendered.  Income from sale of materials 
is recognised when the buyer has accepted them.  

Cri cal accoun ng es mates and judgements 
The nancial statements are prepared in accordance with IFRS, using signi cant management 
es mates and judgements. Judgements and accoun ng es mates ct the amounts of assets and 
liabili es at the balance sheet  date and the amount of income and expenses for the repor ng period. 
It should be noted that actual results may di  from the es mates and assump ons for the outcome
 of future events. 

The management has determined the following areas of nancial statements requiring signi cant 
estimates or judgements: es ma on of the frequency of revalua on of property, plant and 
equipment, determining the replacement value of property, plant and equipment subject to 
revalua on and es ma on of the remaining useful life of property, plant and equipment. 

Useful life of property, plant and equipment 

Amor za on of intangible assets and deprecia on of property, plant and equipment are determined 
on the basis of approved useful lives, based on prior experience and industry prac ces. During 
revalua on process, the remaining useful live of revalued asset is es mated and usually – prolonged 
as compared to the previous es mate, as a result of technological improvements. This is compliant 

 industry prac ce. 

Revalua on of property, plant and equipment 

The latest revalua on of the buildings, structures, machinery and equipment was performed in 2016, 
before the reorganisa on of JSC “Latvijas g ze”. The balances of revalued assets were transferred to 
the Company as a result of reorganisa on, at predecessor amounts. The management has es mated 
that as at 31.12.2017 the carrying amount of the property, plant and equipment subjected to 
revalua on in 2016 is not materially di t from their fair value. 

Employee bene t obliga ons 

Management's best es mates on the amount of employee bene t liabili es are based upon an 
assessment, with periodic advice from the actuaries, of key nancial and demographic assump ons. 
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Mortality assump ons are set upon actuarial advice in accordance with published sta stics (Mortality 
informa on 2005, by Central sta s cs bureau). 

Financial statements were prepared by: 

 

  

Dace Freimane 
Head of Financial Repor ng 
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