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STRUCTURE OF LUKA RIJEKA GROUP 
 

The Group is comprised of the following companies: 

LUKA RIJEKA d.d. Rijeka (the Company) 

The Parent is the largest concessionaire for shipping and reload of dry cargo in the Rijeka port basin. 
The principle activities of the Company comprise provision of maritime transport services, port 
services, storage of goods and freight forwarding. The Company is headquartered at Riva 1, Rijeka. 

LUKA - PRIJEVOZ d.o.o. Kukuljanovo, 100% owned by Luke Rijeka d.d., whose principal activity is 
providing transport services.  
The company is headquartered at Kukuljanovo 460, Kukuljanovo. 

STANOVI d.o.o. Rijeka, 100% owned by Luka Rijeka d.d., whose principal activity is management of 
investment property owned by the Company and management of real-estate.  
The company is headquartered at D  

The Parent’s share of consolidated total income amounts to 99%. 

Luka Rijeka d.d. holds a 49% ownership share in Jadranska vrata d.d. Rijeka and is consolidated using 
the equity method of accounting recognising the Group’s share in the profit or loss of the equity 
accounted investee AGCT. 

As at 31 December 2017, the Company’s share capital amounted to HRK 539,219 thousand, 
distributed among 13,480,475 shares with a nominal value of each share amounting to HRK 40. All 
issued shares are fully paid in and authorised. The shares of the Company are quoted on the Official 
Market of the Zagreb Stock Exchange under the designation LKRI-R-A. 

The ownership interest of CERP, institution of the Republic of Croatia, was at 29 December 2017 
25.02%.  

The biggest single private investor is polish company OT LOGISTIC S.A. with the share of 26.51% in 
ownership structure of company.  
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The overview of key shareholders and the ownership structure of the Company as at 29 December is 
as follows: 

 

The Company voluntarily applies the Corporate Governance Code jointly adopted by the 
Croatian Agency for Supervision of Financial Services and the Zagreb Stock Exchange, and 
regularly submits an annual Statement of corporate governance. Statement and Code of 
Corporate Governance are available on the Company’s web site. 
 

Shareholder Number of 
shares 

% of 
ownership 

OT LOGISTICS SPOLKA AKCYJNA 3,574,116 26.51% 
CERP/ Republic of Croatia 3,372,510 25.02% 
Societe Generale-Splitska Banka d.d. /AZ OMF   B 
category - (custodial account) 1,927,914 14.30% 

PRIVREDNA BANKA ZAGREB D.D./ STATE STREET CLIENT 
ACCOUNT 1,194,425 8.86% 

Addiko Bank d.d. /ERSTE PLAVI OMF B category -  
(custodial account) 1,024,100 7.60% 

Societe Generale- Splitska Banka d.d. /ERSTE PLAVI 
OMF  B category - (custodial account) 1,017,260 7.55% 

Societe Generale-Splitska Banka d.d. /ERSTE PLAVI 
EXPERT –Voluntary Pensions Fund - (custodial account) 136,370 1.01% 

Societe Generale-Splitska Banka d.d. /AZ  MANDATORY 
PENSIONS FUND  A category - (custodial account) 115,000 0.85% 

account)  95,575 0.71% 

Societe Generale-Splitska Banka d.d. /ERSTE PLAVI OMF 
category A- (custodial account) 39,093 0.29% 

Other shareholders 983,975 7.30% 

Ukupno 13,480,475 100.00% 
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Management and Supervisory Bodies and Committees 

Audit committee 

Members of the Audit committee during 2017 were as follows: 

 

First name Last name Role 
Piotr Wojciech Ambrozowicz 

President 
Toni  Member 

Janja Reljac Member 

Supervisory Board 

Members of the Supervisory Board during 2017 were as follows: 

First name Last name Role Appointed Resigned 

Štefica Salaj President 9.11.2015 27.12.2017 

Alen  Member/President 20.01.2017/27.12.2017 - 

Piotr Wojciech 
Ambrozowicz Vice president 9.11.2015 27.12.2017 

Toni  Member 9.11.2015 27.12.2017 

Krešimir Trtanj Member 13.05.2015 - 

Zbigniew  Nowik               Vice president 27.12.2017 - 

Jerzy Grzegorz   Majewski  Member 27.12.2017 - 

Duško Grabovac Member 27.12.2017 - 

Management Board 

Members of the Management Board during 2017 were as follows: 

First name Last name Role 

Appointed/ 
Appointment 

extended 

 

Mandate 
terminated 

Vedran  President 

28.06.2012. 

13.06.2017. 

28.06.2017.  

31.12.2017. 

Linda Sciucca Member 

28.06.2012. 

13.06.2017. 

28.06.2017.  

31.12.2017. 

Nenad  Member 

28.06.2012. 

13.06.2017. 

28.06.2017.  

31.12.2017. 
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KEY EVENTS 

CHANGE IN OWNERSHIP STRUCTURE 

In June 2017, the Governing Council of the Center for Restructuring and Sales (CERP) made 
the decision to initiate the sale of the shares of Luka Rijeka d.d., out of the book of bids, 
through a block transaction on the Zagreb Stock Exchange. The sale relates to 1,584,124 
shares of the Luka Rijeka d.d. of the total nominal value of HRK 63,364,960.00, representing 
11.75% of the Company's registered capital., of which 884,929 shares representing 6.56% of 
the Company's registered capital of the Republic of Croatia, 484,780 shares representing 
3.60% of the Company's registered capital owned by the Croatian Health Insurance Institute, 
214,196 shares representing 1.59% of the share capital The Company is owned by the 
Croatian Pension Insurance Institute and 219 shares which make up 0.002% of the 
Company's registered capital of the CERP. 

On 7 September 2017, a block transaction was executed at the Zagreb Stock Exchange, based 
on the decision on the selection of the most favorable bid for the purchase of shares of Luka 
Rijeka d.d., whose bidder was OT Logistics S.A. Prior to the implementation of OT Logistics 
S.A. had 2,805,232 shares of the Company and, with the purchase of 1,584,124 shares, it 
owns a total of 4.389.356 shares, representing 32.56% of all voting rights issued by Luka 
Rijeka d.d. 

On 15 September 2017, OT Logistics S.A. concludes the Shareholder Agreement with AZ 
Mirovinskim and Erste Pension Funds and jointly holds 7,631,110 shares or 56.61% of the 
share capital of Luka Rijeka d.d. By a cross-party agreement, the parties have agreed on the 
harmonized exercise of voting rights at the General Assembly of the Target Company. 

In mid-November 2017, OT Logistics S.A. announced the takeover bid for other shares of 
Luka Rijeka d.d., which was accepted by 148 shareholders, of which 364,115 shares made up 
of 2.70% of the share capital and OT Logistics S.A. owns a total of 35.26% of shares. 

On 27 December 2017, the Extraordinary General Assembly of Shareholders of Luka Rijeka 
d.d. was held where a decision was made to appoint Zbigniew Nowik, Duško Grabovac and 
Jerzy Majewski to the Supervisory Board of the company. In accordance with the directiove 
of the Capital Market Act and Rules of the Zagreb Stock Exchange, on the same day - 27 
December 2017, the constitutive session of the Supervisory Board of Luka Rijeka was held 
d.d. on which it was decided on the election of the President of the Supervisory Board of 

Chairman of the Supervisory Board of Luka Rijeka d.d. (Zbigniew Nowik). 

On 29 December 2017 PFR TOWARZYSTWO FUNDUSZY INWESTYCYJNYCH S.A. purchases 
8.75% of the secondary market shares of OT Logistics S.A., thus OT Logistics S.A. owns 
26.51% of the share capital. 

On 29 December 2017. Supervisory Board of Luka Rijeka d.d. session was held at which the 
Decision on appointing members of the Management Board of Luka Rijeka was done. 

member of the Management Board, Vedran Ti ac. The term of office for the President and 
the Management Board begins on 1 January 2018. 



Management report for the year ended 31 December 2017  

 

Management report for the year ended 31 December 2017 Group Luka Rijeka 5
 

NATURAL INDICATORS OF OPERATIONS 

Total turnover 

Total turnover of Luka Rijeka d.d. and Jadranska vrata d.d. in 2017 amounted to 4,617,230 tons of 
cargo, representing an increase of 20% compared to 2016 when it was reloaded 3,833,988 tons. In 
the overall turnover structure, bulk cargo showed an increase of 35% or 1,613,388 tonnes compared 
to the same period last year, while the general cargo dropped by 6%, i.e. from 989,384 tons in 2016 
to 933,850 tons in 2017. 

TURNOVER 
Realization

2016 
Realization 

2017 
Indeks

2017/2016 
Luka Rijeka d.d.  2,183,980 2,547,238 117 

General cargo (tons) 989,384 933,850 94 
Bulk cargo (tons) 1,194,596 1,613,388 135 

Jadranska vrata d.d.       
Containers (tone) 1,650,008 2,069,992 125 
Containers (TEU) 177,401 210,377 119 

UKUPNO (tone) 3,833,988 4,617,230 120 

 
The turnover of Luka Rijeka d.d. amounted to 2,547,238 tons of cargo and increased by 17%. 
Structure of turnover Luka Rijeka d.d.: 
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General cargo 
 
Total turnover of general cargo amounted 933,850 tons represents decrease of 6% compared to prior 
period. 
In the structure of general cargo, the largest increase is in timber, equipment and constructions, 
containers within the terminal of Luke Rijeka d.d, and therefore the trends of these types of cargo 
reflect the realization of total traffic of general cargo.  
Wood turnover crossing the port increased by 15% compared to last year's period, while timber 
exports increased by 21% and softwood by 2% compared to the observed period of 2016. In the case 
of metal products, the turnover was 221,241 tons, ie a significant decrease of 33% compared to 
2016, and 433,219 tons were planned and 51% of the plan was realized. The biggest reason for the 
weaker execution of the plan is significantly reduced the possibility of placement of semi-finished 
products of black metallurgy in overseas destinations, and as a result our traditional partners are 
increasingly selling within the European Union at significantly cheaper prices. 
 
Bulk cargo 
 
The bulk cargo turnover realized in 2017 amounted to 1,613,388 tons and compared with the 
turnover of 1,194,596 tons achieved in 2016, recorded a growth of 35%. 499,975 tons of iron ore 
were traded and a strong growth trend of 200% was registered as compared to 2016. The Hungarian 
company Dunaferr did not import iron ore from overseas destinations in 2016, which had a 
significant impact on the amount of the traffic in Rijeka port Dunaferr has traditionally been used to 
import cargo. In the area of bulk cargo, coal results are also better, reaching 517,427 tons or 49% 
more than the previous year's year when 347,045 tons of coal were produced. Grain turnover 
accounts for 87% of last year's output, and oilseed (soy) traffic in this reporting period was 
considerably lower as a result of the crisis of Agrokor, which was also the largest soybean buyer 
importing over the port of Rijeka. It is important to note the increase in salt turnover at 131%, old 
iron at 166%, sugar beet at 486% and cement at 127% compared to 2016. 
 
Container turnover 
 
Associate company Jadranska vrata d.d. achieved turnover increase from 177,401 TEU units in the 
previous year to 210,377 TEU in 2017, an increase of 19%. Expressed in tons, this relationship seems 
even more favorable, so it recorded a growth of 25% or 2.069.992 tons. At the terminals of the Luka 
Rijeka d.d. the turnover was 39,598 TEU units, ie 7% increase of the same and 75,906 tons of 
containers or 9% increase compared to 2016. 
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General cargo structure: 

Bulk cargo structure: 
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FINANCIAL INDICATORS 

Key financial indicators of the Group are as follows:  
 

Financial indicators for the Group 
Realization Realization Index 

2016. 2017. 2017/2016 

Income statement (in HRK thousands)       

Operating revenue 168,213 167,761 100 
Revenue from services - domestic and foreign 144,855 155,909 108 
Operating expenses 170,462 178,131 104 
EBIT -2,349 -10,370 441 
EBITDA* 11,066 534 5 
Total revenues 179,792 185,904 103 
Total expenses 173,365 187,046 108 
Profit/(loss) before tax 6,427 -1,142 -18 
Profit/(loss) for the year 6,065 -1,295 -21 
Balance sheet (in HRK thousands)       
Assets/Equity and liabilities 823,561 816,504 99 
Non-current assets 592,747 712,187 120 
Shareholders’ equity 696,581 695,330 100 
Liquidity indicators       
Working capital (HRK'000)  160,789 41,456 26 
Current liquidity 3,32 1,39 42 
Indebtedness indicators       
Current liabilities/equity 10% 11% 108 
Non-current liabilities/equity 8% 7% 80 
Borrowings/equity 9% 6% 71 
Total liabilities/equity 15% 15% 96 
Profitability indicators       
EBITDA* margin 6,58% 0,32% 5 
EBIT margin -1,40% -6,18% 443 
NET margin 3,61% -0,77% -21 
Productivity indicators       
Number of employees 645 620 95 
Revenue per employee (in HRK thousands) 261 271 104 

 
 
 
 
 
 
 
 



Management report for the year ended 31 December 2017  

 

Management report for the year ended 31 December 2017 Group Luka Rijeka   9 
 

Key financial indicators of the Company are as follows:  
 

Financial indicators for the Company 
Realization Realization Index 

2016. 2017. 2017/2016 
Income statement (in HRK thousands)       
Operating revenue 167,352 166,718 100 
Revenue from services - domestic and foreign 144,046 154,836 107 
Operating expenses 170,083 177,429 104 
EBIT -2,731 -10,711 392 
EBITDA* 9,969 -563 -6 
Total revenues 178,920 179,801 100 
Total expenses 177,834 186,319 105 
Profit/(loss) before tax 1,086 -6,518 -600 
Profit/(loss) for the year 242 -6,611 -2.722 
Balance sheet (in HRK thousands)       
Assets/Equity and liabilities 737,013 724,652 98 
Non-current assets 508,323 622,399 122 
Shareholders’ equity 616,019 609,452 99 
Liquidity indicators       
Working capital (HRK'000)  161,386 42,112 26 
Current liquidity 3,32 1,37 41 
Indebtedness indicators       
Current liabilities/equity 11% 12% 109 
Non-current liabilities/equity 8% 7% 79 
Borrowings/equity 10% 7% 71 
Total liabilities/equity 16% 16% 97 
Profitability indicators       
EBITDA* margin 5,96% -0,34% -6 
EBIT margin -1,63% -6,42% 394 
NET margin 0,14% -3,97% -2.742 
Productivity indicators       
Number of employees 630 605 95 
Revenue per employee (in HRK thousands) 266 276 100 
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Revenues   

In 2017, total revenues amounted to HRK 179,801 thousand, which is at the level of 2016. In the 
structure of total revenues, the majority of them relate to operating income of HRK 166,718 
thousand, ie the realization at level of 2016, which is consequently reduced to the realization of 
other operating income and income from affiliated companies. 

Natural traffic, which increased by 17% compared to 2016, generates key business revenue from core 
business - revenues from sales of services domestically and internationally. Sales of services on 
domestic and foreign markets amounted to HRK 154,738 thousand, which makes up 93% of business 
income, and achieved an increase of 8% compared to 2016 as a result of the growth of natural traffic. 
However, significant traffic growth has been achieved with bulk cargoes with a lower tariff than 
general cargo, and total operating income from sales of services grew less than the total growth in 
traffic. 
According to the structure of business revenues, Luka Rijeka d.d. it realizes most of its revenue from 
the sale of services abroad by 67% of the shares, followed by sales from the country with 26%. 

Operating income structure: 

 

Expenses 

Total expenses in 2017 amount to HRK 186,319 thousand, representing an increase of 5% compared 
to 2016. Operating Expenses for the aforementioned period amounted to HRK 177,429 thousand and 
are in the level of 2016. Although smaller than planned, they have a negative EBIT of -10,711 
thousand. 
In the structure of operating expenses, the largest share has material expense and staff costs. 
Personnel-wage costs account for 37% of the total operating expenses structure, down from HRK 
65,197 thousand, which is 3% less than in the period of 2016 (HRK 67,160 thousand), resulting in a 
decrease in staff numbers. In addition to pay, total employee expenses are the reimbursement of 
expenses and other material rights of employees, and in 2017 they account for a total of 42% of the 
operating expenses structure, while in the year 2016 they represented a total of 45%.  

In other tangible assets, the total expense of agreed severance indemnities amounted to HRK 1,820 
thousand for the 27 displaced workers. 
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Operating expenses structure: 

 

 

Operating result 

EBIT for 2017 amounted to a negative HRK 10,711 thousand while EBITDA was negative HRK at 563 
thousand. Total revenues were not sufficient to cover total expenses and the loss before tax was 
made.  

Following the calculated tax expense, the Company realized a loss after tax in the amount of HRK 
6,611 thousand while the Group's loss after tax amounted to HRK 1,295 thousand on which affected 
consolidation (49%) of the profit of associates Adriatic Gate dd (AGCT). 

Balance sheet 

Total assets/liabilities of the Company on 31.12.2017. amounts to HRK 724,646 thousand. The index 
decreased by 2% compared to the initial state as at 01.01.2017. And nominally decreased for HRK 
12,361 thousand. 

Key changes in the structure of assets: 

Within the position of current assets, the share of financial assets (deposits with banks and 
investments in money market funds) reduced from 24.7% to 9.7% in order to invest in the 
project Škrljevo and in other capital investments 

Increase was in position of tangible fixed assets from 64% to 81% of assets following the 
increase in prepayments for tangible assets and assets under construction - Project Škrljevo 
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The position of current payables was decreased from 7.9% to 7.5% as a result of loan 
repayment and decrease in liabilities towards employees. 

Decrease in long term provisions from 1.4% to 1.2% for employees  and jubilee awords. 

Staff 

As at 31.12.2017 Company has 607 employees which is a decrease of 4% compared to 31.12.2016.  

Until 31.12.2017. according to agreed severance payment, 27 employees left, which, along with 
regular retirements and other departures, on the one hand, affected the reduction of the employees 
while on the other hand work necessity resulted In increase of 30 employees at the Terminals. These 
were employed on limited time contracts. 

RISK MANAGEMENT 

Market risk 

The port of Rijeka is part of the worldwide network of maritime trade traffic and the point of change 
of transport from maritime to land and vice versa. Complex supply chains are extremely dependent 
on the movement of the total world economy, as well as on the movement of the economy of certain 
regions of the world. Maritime trade market is cyclical and dependent on changes in the world 
economy.  

The destination markets 

Regarding the most important destination markets of the port of Rijeka, the situation is very 
different. Significant market of the Middle East and North Africa continues to be shaken by political 
crisis, which escalated into conflicts and extensive emigration of the local population (especially from 
Syria and Iraq). Generally complex relationships in the Middle East generator are high risk in terms of 
the volume of overseas trade in these countries.   

A particularly important element for all the countries of this region and the global economy in 
general, relatively low oil prices, which significantly affected them all (these are the world's largest 
producers). As much as the trend favoured the global economy, particularly the transportation and 
logistics sector of which ports are a part of, the long term effect is very destructive to the economy of 
these countries and thus their overseas trading. 
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Market competition 

Competition in the gravitational area of Luka Rijeka is extremely strong. Key competitors of Luka 
Rijeka are ports in the North Adriatic cluster (Koper, Trieste, Venice, Ravenna, Monfalcone and 
Chioggia). By Croatian accession to the European Union, Luka Rijeka is becoming competitive to other 
ports of North Adriatic cluster, supported by recuperation of customers and cargos who had 
(especially during war period) left Luka Rijeka.  North Adriatic port cluster has a natural advantage of 
the shortest maritime route for cargos originating from the east and passing through the Suez Canal. 
This advantage is more than 2,000 Nm, which is approx. 5-7 days of sailing, significantly affecting the 
overall transport shipping costs and therefore on the competitiveness of the goods on the market. 

Nevertheless, the North Adriatic cluster has strong competitors in other clusters: the most significant 
European cluster is Northern Sea port cluster (Rotterdam, Amsterdam, Antwerp, Ghent, Hamburg, 
Bremen, etc.) which is connected with the port Constanta from the Black Sea cluster with Rhine-
Main-Danube Canal, which passes through the heart of the gravitational area of the Luka Rijeka. This 
area (especially the markets of Poland and the Czech Republic) are targeted by the competitive Baltic 
direction (Rostock, Gdansk, Gdynia, Sczeczin, Swinoujscie etc.). 

The aforementioned port Constanza in Romania, due to its advantage of inland waterways, is a 
significant competitor for the eastern part of the gravitational area. The Bulgarian part of the Black 
Sea clusters (Varna and Burgas) does not present stronger competitive significance (except for the 
part of Serbia, which is not the primary zone of competing interests for Luka Rijeka). 

Finally, the marginal clusters of the southern Adriatic and the Aegean Sea, which also target the 
southern part of the gravitational area of the Port of Rijeka should be mentioned. This is primarily 

port of Durres on Albania and Kosovo, and the Port of Thessaloniki and other Aegean ports which 
except Greece, target market of Macedonia and Serbia, but as above, represent the secondary zone 
of competing interests of Luka Rijeka. 

Management of the Company is aware of the competition, and works on minimizing everyday risk 
through price adjustments - tariffs, continuous investments in technology, capacity increase and 
through increase in labour productivity. 

Credit risk 

Customers are classified into risk groupings based on the financial indicators and own trading records, 
and appropriate credit risk mitigation measures are taken for each risk class. The risk increases when 
contracting with new customers, where instances can occur that a service is contracted with an 
unreliable client (in terms of the non-fulfilment of the dynamics of the contract, payment etc.). This 
can cause a variety of problems (filling of warehouses with goods for which storage fees have not 
been paid and which occupy valuable space, delays with respect to the agreed schedules with liners 
and other shipping companies, or wagons and lorries, resulting in the penalties and other damages, 
etc.). This risk is minimized by updating the base of existing and potential clients of the Company 
where all of their data over the years is accumulated, so that before any contract is signed, an 
assessment of the acceptability of the customer is reached.  
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Currency risk 

The share of foreign income in total operating income amounts to 75%, at which port services are 
mainly denominated in EUR, with a minority denominated in US dollars for all transit operations of 
foreign clients. Port services for domestic clients are denominated in kuna. Exposure to foreign 
currency risk in EUR is reflected in the majority of the prices being denominated in EUR, as well as a 
significant part of the liabilities or their indexation to EUR. Hence, serving as a way of minimizing 
currency risk. Furthermore, the risk of fluctuation of the kuna towards the EUR is relatively 
moderated and will remain to be as long as the currency is pegged to the EUR which has proven to be 
a stabilizing factor thus far.  

Exposure to currency risk in US dollars is due to minority of prices being denominated in USD, while 
liabilities denominated in US dollars (loan and finance lease agreement with the Port Authority of 
Rijeka subordinated from the World bank; concession fees) further increase the risk due to volatility 
of the US dollar as a global currency. The Company controls this risk in a way that in 2016 foreign 
exchange exposure of liabilities in USD are covered by forming deposits in the same currency. 

Interest rate risk 

The Company is exposed to interest rate risk as it borrows at both fixed and floating interest rates. 
The Company significantly reduced it indebtedness and exposure to variable interest rate loans and 
estimates that the possible increase in variable interest rates is not significant and does not warrant 
the use of specific hedging instruments with respect to interest rate risk.  

 

Liquidity risk 

Liquidity risk is managed through maintaining adequate maturity structure of assets and liabilities, 
and through weekly and monthly planning and management of inflows and outflows of cash funds, 
as well as with the provision of sufficient amounts of liquid assets to settle liabilities as they fall due. 
The Company regularly monitors the relationship between current assets and current liabilities. 

Technological risk 

Technological risk is reflected in the obsolescence of the existing port technology, which increases 
maintenance costs, reduces productivity of port manipulation, ie. the profitability of the process and 
reduces the competitiveness due to unreliable and slow service. Technological risks is reduced by the 
Company’s preventive quality maintenance, as well as by investing in technology, a necessity which 
enables speed, reliability and efficiency of loading and other port manipulation.  

Increase in the capacity will enable long-term increase in traffic and is the main reason Luka Rijeka is 
investing in further expansion of the terminal Škrljevo, as well as the reconstruction of other 
terminals. 

One of the technological factors significant to Luka Rijeka is adequate road and rail infrastructure. In 
relation to Luka Rijeka, the road connectivity is satisfying. Much more important is the connection 
with the rail network, which due to its characteristics requires significant investments around which, 
in addition to large investment projects which are already underway, there are discussions on the 
level of traffic strategies RH (lowland railway).  
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Technological processes that are based on technology and use of human resources, and are directed 
towards the fulfilment of commercial objectives of the Company are also subject to risks. The risk is 
minimized by continuous monitoring and adjustments of the working process which is determined by 
manipulation of certain goods and services and implementation of changes through written 
procedures. 

Human resource risk 

Port industry is a labour intensive industry. In operational terms it is dominated by the so-called 'Blue 
collar workers' or dockers (operators of technical equipment and port transport workers), and their 
support services (maintenance, cargo insurance, mooring and departing). Their number, as well as 
organization into trade unions presents an important factor in the operation of Luka Rijeka. 

In previous years, the Company significantly reduced the number of workers to the operational 
number necessary for achievement of company's long-term plans. Quality of the program, as well as 
constant consultation with the trade unions have made this process relatively painless.  

Significant personnel risk is the high average age of employees. Management of the Company, taking 
into account the needs of business processes, implemented a proactive staff policy of rejuvenation of 
personnel using the lever at the same time: on the one hand with departure of elderly employees 
(pensions, negotiated severance pay), and on the other hand employment of young staff. 

Environmental risk 

The main environmental risk for the Company is defined by the type and the way of handling the 
cargo. This primarily relates to bulk cargo, which while being manipulated can emit dust, or result in 
air, sea and soil pollution in the near proximity of manipulation site. This risk is reduced by installing 
technology that disables it. For example, at the terminal in Bakar were placed special floating dams 
for reception of ships, which increase the safety of unloading of cargo and prevent the spreading of 
possible pollution.  

There is also a risk associated with the maintenance of vehicles and other manipulation items (waste 
oil, waste water from cleaning, old batteries, old tires, etc.), which is controlled by installation of oil 
separators in garages and workshops, as well as by standardized procedures and testing of collected 
liquid and solid wastes. 

In order to minimize or eliminate negative impacts on the environment, the Company gradually 
implements requirements of the ISO 14000 with the aim to become certified. Employees are 
gradually being educated so at to implement the required norms and enhance ecological awareness. 
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System of risk control 

The system of internal control and risk control to which the Group is exposed, is done through: 

Control of business processes. The parent company has a certified quality management 
system ISO 9001-2008, which is constantly monitored, improved and controlled. Certificate 
of compliance with ISO 9001: 2008 is valid until 15.09.2018, until when is required to 
documentation of the existing quality management system with the requirements of the new 
ISO 9001: 2015.In 2016, the Group has introduced energy efficiency management system 
according to ISO 50001, which aims to introduce the system and systematic control of energy 
consumption. 
Control of business/financial transactions and financial statements thorough the accounting 
system and the Controlling department 
Annual and long-term planning of the operations at the Group level and at the level of 
business units, as well as monthly, quarterly and yearly monitoring of the plan through 
Controlling department. Monitoring the implementation of the annual plan works internally 
on a monthly basis and covers the following main categories: 

Monitoring of natural realization of the following categories and cargo terminals 
Monitoring the financial implementation at the level of individual organizational units 
and the company as a whole in the format of the income statement 
Ad hoc analysis of realization according to defined criteria using defined database 
that are complement monthly with realized quantities 

A particular aspect of controlling is the prediction of the final result with combination of 
current realization and the rest of the planning period (“Forecasting”) 
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General information

This Code has the force of recommendations that binds Company authorities and employees of the Company that 
in making all kinds of decisions, respect the principles laid down and elaborated by this Code. The aim of the
Code is to establish high standards of corporate governance and business transparency of Luka Rijeka plc. and 
associated companies in majority ownership (hereinafter the Company). The Code defines the procedures of 
corporate governance based on recognizable international standards in order to ensure that by good and 
responsible management and control of business and management functions, Company protects its shareholders, 
employees, elected and appointed holders of responsible functions in the Company as well as all other 
stakeholders. The basic principles of this Code are: business transparency, clearly defined procedures for the 
operation of the Supervisory Board, Management Board and other bodies and structures making important 
decisions, avoiding conflicts of interest, efficient internal control and effective system of accountability. 

Any interpretation of the directives provided by this Code should be guided primarily by adherence to the 
principles and achieving these goals

The Company is listed on the Official market of the Zagreb Stock Exchange, and has complied with the Zagreb 
Stock Exchange Governance Code. The Company respects and implements the prescribed corporate governance 
measures (as reported in detail in the prescribed annual questionnaire and published on the Zagreb Stock 
Exchange). 

The major direct shareholders according to the Central Depository and Clearing Company data are listed in the 
table for structure of ownership in the Share Capital note to the financial statements. The Company is also 
obligated to its website and through the stock exchange to publish any acquisition or disposal of shares and other 
securities of the Society by each member of the Management Board and the Supervisory Board, and employees of 
the Company who have access to price sensitive / inside information of the Company and persons connected with 
them.

Jurisdiction, procedure of convening and quorum, as ways of making decisions of the General Assembly are 
regulated by the Articles of Association. When convening the General Assembly, the management board shall set 
a date by which will be established state in the register of shares that will be relevant for the exercise of voting 
rights at the General Assembly. This date should be before the General Assembly and may be up to 6 days before 
the general meeting.

The right to vote should include all shareholders of the Company in such a manner that the number of votes 
belonging to them in the General Assembly equals the number of shares they hold, regardless of class of shares. 
Should the company issue shares without voting rights or with restricted voting rights, shall publicly and timely 
announce all relevant information about the content of all rights resulting from such shares in order to enable the 
investors to make the right decision about buying these securities. The company shall act in the same manner and 
under the same conditions to all shareholders, regardless of the number of shares they hold, their country of origin 
and their other properties. This particularly applies to the duty of equal treatment of individual and institutional 
investors.

Election and appointment of the Supervisory Board are regulated by the Statute of the joint stock company Luka 
Rijeka plc. There are no restrictions based on gender, age, education, profession and so on. The Companies Act 
defines any amendments to the Articles of Association.

The basic medium for the publication of information is the National Gazette and the Company's internet website: 
www.lukarijeka.hr

Corporate governance structure

In accordance with the Companies Act and the Company's Articles of Association, the bodies of the Company are 
the General Assembly, the Supervisory Board, and the Management Board. The mentioned acts also regulate their 
duties and responsibilities.
General Assembly of the Company

The General Assembly makes decisions that are of significant impact on the status of assets, financial position, 
operating results, ownership structure and management of the company. Decisions will be made exclusively at the 
General Assembly, stipulated by majority of votes. The management board shall, as soon as possible, publish the 
decision of the General Meeting and the data on possible action to challenge these decisions. In 2017, a regular
Annual General Assembly Meeting was held on 19 June 2017 and extraordinary was held on 27 December 2017.
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Supervisory Board 

The tasks and responsibilities of the Supervisory Board are regulated by the Statute of the joint stock company 
Luka Rijeka plc. The Supervisory Board members should perform their duties with the diligence of an orderly and 
conscientious businessman and keep business secrets of Company. The Supervisory Board is obligated to make an 
assessment of its work in the preceding period. Such an assessment includes in particular the assessment of the 
work of committees established by the Supervisory Board and achievements in relation to the target objectives of 
the company. The Supervisory Board consists of six members. Chairman of the Supervisory Board is responsible 
for determining the calendar of regular annual meetings and extraordinary meetings whenever the need arises. The 
frequency of the Supervisory Board shall be determined in accordance with the needs of the Company.

Members of the Supervisory Board as at the date of this annual report and during the reporting period are as 
follows:

Štefica Salaj Chairman from 9 November 2015 to 27 December 2017
Member from 20 January 2017- President from 27 December 2017

Piotr Wojciech Ambrozowich Vice Chairman from 9 November 2015 to 27 December 2017
Zbigniew Nowik Vice Chairman from 27 December 2017

              Member from 9 November 2015 to 27 December 2017
Jerzy Grezegorz Majewski Member from 27 December 2017
Duško Grabovac Member from 27 December 2017
Krešimir Trtanj Member from 13 May 2015

Audit Committee

Pursuant to its Articles of Association, the Supervisory Board of the Company has established the Audit 
Committee. The Audit Committee is the body that provides support to Management Board and The Supervisory 
Board in the effective execution of the obligations of corporate governance, financial reporting and control of the 
Company.

The Audit Committee, appointed in accordance with the law, consisted of 3 members during the previous year, 2 
of whom were also members of the Supervisory Board. During 2017, one meeting of the Audit Committee were 
held. 

The Supervisory Board, with the help of the Audit Committee, monitored the adequacy of the internal control 
system, which is achieved through three independent control functions (internal audit, risk control, compliance), 
and in order to establish such a system of internal controls that will enable early detection and monitoring of all 
risks to which the Company is exposed in its operations. 

In 2017 the Audit Committee was composed of:

Piotr Wojciech Ambrozowicz Committee President 
Jana Reljac Member 

Member 

Management Board 
Management Board runs Company's business in accordance with the Articles of Association and legal regulations. 
Whole Management board represents the Company, chairman with another member, or member of Management 
board with another member. Management Board followed that business and other ledgers and business records are 
in accordance with the law, put together by accounting documents, realistically assessing the assets and liabilities, 
compiles financial and other reports in accordance with applicable accounting regulations and standards.

Members of the Management Board during the reporting period are as follows:

President from 28 June 2012
Linda Sciucca Member from 28 June 2012
Ne Member from 28 June 2012

Members of the Management Board as at the date of this annual report are as follows:

Jedrzej Miroslaw Mierzewski President from 1 January 2018
Vedran Member from 1 January 2018

Member from 1 January 2018
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Report on the Audit of the Financial Statements

Opinion 

We have audited the separate financial statements of Luka Rijeka d.d. (“the Company”) and the 
consolidated financial statements of the Company and its subsidiaries (“the Group”), which 
comprise the separate and consolidated statements of financial position of the Company and the 
Group, respectively, as at 31 December 2017, and their respective separate and consolidated 
statements of comprehensive income, cash flows and changes in equity for the year then ended, 
and notes, comprising significant accounting policies and other explanatory information 
(hereinafter “the financial statements”). 

In our opinion, the accompanying financial statements give a true and fair view of the 
unconsolidated financial position of the Company and the consolidated financial position of the 
Group as at 31 December 2017, and of their respective unconsolidated and consolidated financial 
performance and cash flows for the year then ended in accordance with International Financial 
Reporting Standards as adopted by the European Union (“EU IFRS”).  

Basis for Opinion 

We conducted our audit in accordance with International Standards on Auditing. Our 
responsibilities under those standards are further described in the Auditors’ Responsibilities for 
the Audit of the Financial Statements section of our report. We are independent of the Company 
and the Group in accordance with the ethical requirements that are relevant to our audit of the 
financial statements in Croatia and we have fulfilled our other ethical responsibilities in 
accordance with these requirements.  We believe that the audit evidence we have obtained is 
sufficient and appropriate to provide a basis for our opinion.  
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Report on the Audit of the Financial Statements (continued) 

Key Audit Matters 

Key audit matters are those matters that, in our professional judgment, were of most significance 
in our audit of the financial statements of the current period. These matters were addressed in 
the context of our audit of the financial statements as a whole, and in forming our opinion 
thereon, and we do not provide a separate opinion on these matters.

Revenue recognition 

The Group and the Company recognised revenues for the year ended 31 December 2017 in the 
amount of HRK 155,909 thousand and HRK 154,836 thousand, respectively. 

Refer to accounting policy 3.2 and note 7 to the financial statements. 

Key audit matter How our audit addressed the matter 

The Group's core activities include 
transhipment of goods, cargo 
management and manipulation, and 
rendering other accompanying services, 
such as warehousing of goods and 
docking.  

Revenue from these core services is 
generally recognized by reference to 
their stage of completion on the 
reporting date. 

Transhipment services are frequently 
contracted by the Group within a single 
customer arrangement with other types 
of services.  

While a contract generally identifies 
separate services, reflecting its 
economic substance may require 
accounting for them as an integrated 
package and one performance 
obligation. Conversely, for those 
arrangements which comprise 
components with stand-alone value to 
the customer and reliably measurable 
fair value, the transaction consideration 
may need to be allocated to separately 
identifiable components with different 
patterns of revenue recognition.  

Based on the above, we considered this 
area to be a key audit matter. 

 

Our procedures included, among others: 

Testing of the design, implementation and 
operating effectiveness of controls over the 
revenue cycle and evaluating the controls in the 
IT systems that support the recording of revenue; 

Assessing the Group’s policy for recognizing 
revenue, including considering whether the 
policy is in accordance with relevant financial 
reporting standards; 

Based on our inspection of a sample of contracts 
with key customers: 

- challenging the Group’s identification of 
identifiable components within the revenue 
contracts; 

- critically assessing the Group’s selection of 
revenue recognition patterns for identified 
revenue components by reference to the 
Group’s accounting policies; 

- critically evaluating the Group’s identification 
of the stage of completion of the services by 
inspecting contracts and supporting 
documents, such as statements of facts and 
timesheets, for all ships berthed in the Luka 
Rijeka harbour in the periods immediately 
before and after the reporting date; 

Inspecting manual journal entries posted to 
revenue accounts focusing on unusual and 
irregular items, or entries modified subsequent 
to the reporting date.
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Report on the Audit of the Financial Statements (continued) 

Other Information 

Management is responsible for the other information. The other information comprises the 
Management Report and Corporate Governance Statement included in the Annual Report of the 
Company and the Group, but does not include the financial statements and our auditors’ report 
thereon. 

Our opinion on the financial statements does not cover the other information and, except to the 
extent otherwise explicitly stated in our report, we do not express any form of assurance 
conclusion thereon. 

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

With respect to the Management Report and Corporate Governance Statement, we also 
performed procedures required by the Accounting Act in Croatia (“Accounting Act”). Those 
procedures include considering whether:  

the Management Report has been prepared in accordance with the requirements of 
Articles 21 and 24 of the Accounting Act,  

the specific information in the Corporate Governance Statement required by Article 22, 
paragraph 1, items 3 and 4 of the Accounting Act (“relevant sections of the Corporate 
Governance Statement”) has been prepared in accordance with the requirements of 
Article 22 of the Accounting Act; and 

the Corporate Governance Statement includes the information specified in Article 22, 
paragraph 1, items 2, 5, 6 and 7 of the Accounting Act.

Based solely on the work required to be undertaken in the course of the audit of the financial 
statements and procedures above, in our opinion:

the information given in the Management Report and the relevant sections of the 
Corporate Governance Statement for the financial year for which the financial statements 
are prepared, is consistent, in all material respects, with the financial statements;

the Management Report and the relevant sections of the Corporate Governance 
Statement have been prepared, in all material respects, in accordance with the 
requirements of Articles 21, 22 and 24 of the Accounting Act, respectively; 

the Corporate Governance Statement includes the information specified in Article 22 
paragraph 1, items 2, 5, 6 and 7 of the Accounting Act. 

In addition, in light of the knowledge and understanding of the entity and its environment 
obtained in the course of the audit, we are also required to report if we have identified material 
misstatements in the Management Report and Corporate Governance Statement. We have 
nothing to report in this respect.   
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Report on the Audit of the Financial Statements (continued) 

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

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

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

Those charged with governance are responsible for overseeing the Company’s and the Group’s 
financial reporting process. 

Auditors’ Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a 
whole are free from material misstatement, whether due to fraud or error, and to issue an 
auditors’ report that includes our opinion. Reasonable assurance is a high level of assurance, but 
is not a guarantee that an audit conducted in accordance with International Standards on 
Auditing 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 International Standards on Auditing, 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 controls.

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

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

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

Auditors’ Responsibilities for the Audit of the Financial Statements (continued) 

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.

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

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

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

From the matters communicated with those charged with governance, we determine those 
matters that were of most significance in the audit of the financial statements of the current 
period and are therefore the key audit matters. We describe these matters in our auditors’ report 
unless law or regulation precludes public disclosure about the matter or when, in extremely rare 
circumstances, we determine that a matter should not be communicated in our report because 
the adverse consequences of doing so would reasonably be expected to outweigh the public 
interest benefits of such communication.  

Report on Other Legal and Regulatory Requirements  

We were appointed by those charged with governance on 19 June 2017 to audit the financial 
statements of the Company and the Group for the year ended 31 December 2017. Our total 
uninterrupted period of engagement is 4 years, covering the periods ending 31 December 2014 
to 31 December 2017. 

We confirm that: 

our audit opinion is consistent with the additional report presented to the Audit 
Committee of the Company dated 17 April 2018; 

for the period to which our statutory audit relates, we have not provided any prohibited 
non-audit services referred to in Article 44 of the Audit Act. We also remained 
independent of the audited entity in conducting the audit. 

The engagement partner on the audit resulting in this independent auditors’ report is Igor Gošek.
 
 
KPMG Croatia d.o.o. za reviziju 17 April 2018 
Croatian Certified Auditors  
Eurotower, 17th floor  
Ivana Lu i a 2a  
10000 Zagreb  
Croatia  
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(in thousands of HRK) Note
2017

Group
2016

Group
2017

Company
2016

Company

Revenue from sales 7 155.909 144.855 154.836 144.046
Other income 8 11.852 23.358 11.882 23.306

167.761 168.213 166.718 167.352

Materials, services and consumables used 9 (63.490) (59.734) (66.267) (62.687)
Personnel expenses 10 (72.220) (75.315) (69.920) (73.077)
Depreciation and amortisation 16,17,18 (10.523) (11.244) (9.767) (10.530)
Other expenses 11 (31.898) (24.269) (31.475) (23.789)

(178.131) (170.562) (177.429) (170.083)

Finance income 12 6.552 11.579 13.083 11.568
Finance costs 13 (8.915) (7.791) (8.890) (7.751)
Net finance costs (2.363) 3.788 4.193 3.817

Share of profit of equity-accounted investees 19 11.591 4.988 - -
Profit / (loss) before tax (1.142) 6.427 (6.518) 1.086

Income tax 14 (153) (362) (93) (844)

Profit / (loss) for the year (1.295) 6.065 (6.611) 242

Revaluation of AFS financial assets 
(net of tax) 55 9 55 9
Revaluation of land (net of tax) (11) 893 (11) 893
Other comprehensive income 44 902 44 902

Total comprehensive income / (expense) (1.251) 6.967 (6.567) 1.144

Earnings / (loss) per share (in HRK)
- basic and diluted 15 (0,10) 0,45

Notes which follow form an integral part of these financial statements.
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(in thousands of HRK) Note
31.12.2017

Group
31.12.2016

Group
31.12.2017
Company

31.12.2016
Company

ASSETS

Non-current assets
Intangible assets 16 481 743 481 743
Property, plant and equipment 17 581,095 464,470 579,109 462,830
Investment property 18 8,557 9,124 8,557 9,124
Investments in subsidiaries and equity accounted 
investees 19 99,569 94,514 11,767 11,767
Financial assets available for sale 20 250 219 250 219
Non-current financial assets 21 4,379 5,718 4,379 5,681
Deferred tax assets 14 17,856 17,959 17,856 17,959
Total non-current assets 712,187 592,747 622,399 508,323

Current assets
Inventories 532 826 532 826
Trade and other receivables 23 29,758 42,850 29,145 42,248
Income tax receivable 24 52 6 7
Current financial assets 22 70,250 182,216 70,250 182,210
Cash and cash equivalents 24 3,753 4,870 2,320 3,399
Total current assets 104,317 230,814 102,253 228,690
Total assets 816,504 823,561 724,652 737,013

EQUITY AND LIABILITIES 
Shareholders' equity 
Share capital 25 539,219 539,219 539,219 539,219
Capital and other reserves 26 38,624 38,624 38,624 38,624
Revaluation reserves 26 36,713 36,669 36,713 36,669
Retained earnings 80,774 82,069 (5,104) 1,507
Total equity 695,330 696,581 609,452 616,019

Non-current liabilities 
Borrowings 27 30,199 41,568 29,926 41,224
Provisions 28 2,656 2,814 2,656 2,814
Deferred tax liability 14 13,099 13,099 8,043 8,043
Total non-current liabilities 45,954 57,481 40,625 52,081

Current liabilities 
Trade and other payables 29 54,108 39,997 53,902 39,684
Income tax liability - - - -
Borrowings 27 14,860 21,749 14,421 21,476
Provisions 28 6,252 7,753 6,252 7,753
Total current liabilities 75,220 69,499 74,575 68,913
Total liabilities 121,174 126,980 115,200 120,994
Total equity and liabilities 816,504 823,561 724,652 737,013

Notes which follow form an integral part of these financial statements.
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(in thousands of HRK) Note
2017

Group
2016

Group
2017

Company
2016

Company

Profit / (loss) before tax (1.142) 6.427 (6.518) 1.086

Share of net profit of equity accounted investee 19 (11.591) (4.988) - -
Depreciation and amortization 16,17,18 10.523 11.244 9.767 10.530

Gain on disposal of property, plant and equipment 
and intangibles 8 (520) (473) (520) (473)

Impairment losses/gains on trade receivables - net 11 381 2.170 381 2.170
Interest income 12 (1.913) (6.988) (1.913) (6.985)
Interest expense 13 3.696 4.350 3.672 4.312
Losses on equity instruments 13 24 - 24 -
Net reversal of provisions 8,11 (546) (797) (546) (797)
Foreign exchange differences - net (3.111) (586) (3.137) (586)

(4.199) 10.359 1.210 9.257
Changes in working capital:
Decrease/(increase) in inventories 294 237 294 237

� 12.509 (13.531) 12.520 (13.105)
Increase/(decrease) in trade and 
other payables 16.307 4.002 16.381 4.852

Decrease in provisions (1.113) - (1.113) -
Cash from operations 23.798 1.067 29.292 1.241
Income tax paid 92 (58) 22 89
Interest paid (3.727) (4.117) (3.703) (4.079)

Net cash from operating activities 20.163 (3.108) 25.611 (2.749)

Cash flows from investing activities
Purchase of property, plant, equipment and 
intangibles (126.456) (51.333) (125.570) (51.315)

Proceeds from disposal of property, plant and 
equipment, intangibles and investment property

873 783 873 782

Net inflows related to sale of 
Group and State owned apartments (649) 3.287 (649) 3.287

Interest received 1.913 6.988 1.913 6.985
Net inflows/(outflows) from insurance policies 6.536 - - -
Net inflows/(outflows) from bank deposits 111.966 60.089 111.960 59.912
Net inflows/(outflows) from non-current financial 
assets 37 2 - 2

Net cash from investing activities (5.780) 19.816 (11.473) 19.653

Cash flows from financing activities
Net proceeds/(repayments) with respect to finance 
lease arrangements (3.288) (3.175) (3.005) (2.881)

Repayment of borrowings (12.212) (13.208) (12.212) (13.208)

Net cash from financing activities (15.500) (16.383) (15.217) (16.089)

Net increase of cash and cash equivalents (1.117) 325 (1.079) 815

Cash and cash equivalents at beginning of year 4.870 4.545 3.399 2.584

Cash and cash equivalents at the end of year 24 3.753 4.870 2.320 3.399

Notes which follow form an integral part of these financial statements.
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NOTE 1 – GENERAL INFORMATION

History and incorporation 

Luka Rijeka d.d. (‘the Company’) was formed through conversion of the former social company and registered as 
a joint-stock company at the Commercial Court in Rijeka on 25 January 1999 under the trade register number 
040141664. The Company’s PIN number is 92590920313. The principle activities of the Company comprise
maritime loading, unloading, transshipment and storage of goods as well as mooring and unmooring ships. The 
Company is headquartered in Riva 1, Rijeka, Croatia. The Company and its subsidiaries and associates are 
together referred to as the Group.

Principal activities of subsidiaries and associates are as follows: management of investment property (subsidiary 
Stanovi d.o.o.), carriage, warehousing and freight (subsidiary Luka prijevoz d.o.o.) and container terminal 
management (associate Jadranska vrata d.d.). All subsidiaries and the associate are based in Rijeka, Croatia.

Issued share capital of the Company amounts to HRK 539,219,000 and is distributed among 13,480,475 shares 
with a nominal value of HRK 40 each. The Company’s shares are listed on the official market of the Zagreb 
Stock Exchange with the ticker LKRI-R-A. The shareholder structure is shown in note 25.

Members of the Supervisory Board of the Company during the reporting period and to the date of this report
were as follows:
First name Last name Role Appointed Resigned
Štefica Salaj President 9.11.2015. 27.12.2017.
Piotr Wojciech Ambrozowicz Vice president 9.11.2015. 27.12.2017.
Toni Member 9.11.2015. 27.12.2017.
Krešimir Trtanj Member 13.05.2015. -
Alen President 20.01.2017 -
Zbigniew Nowik Vice president 27.12.2017. -
Jerzy Grzegorz Majewski Member 27.12.2017. -
Duško Grabovac Member 27.12.2017. -

Members of the Management Board of the Company during the reporting period were as follows:

First name Last name Role
Vedran President
Linda Sciucca Member
Nenad Member

Members of the Management Board of the Company since 1 January 2018 are as follows:

First name Last name Role
Jerzej Miroslaw Mierzewski President
Vedran Member
Tomislav Member
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NOTE 2 – BASIS OF PREPARATION

(i) Statement of compliance

The separate and consolidated financial statements have been prepared in accordance with International 
Financial Reporting Standards as adopted by the European Union (“EU IFRS”).

The separate financial statements are presented for the Company while the consolidated financial statements 
relate to the Company and its subsidiaries and equity accounted investees, i.e. the Group. The separate and 
consolidated financial statements are further together referred to as the “financial statements”.

These financial statements were authorised for issue by the Management Board on 17 April 2018.

(ii) Basis of measurement

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

• Revaluation of land as stated in note 3.7 (ii)

• Financial assets available for sale as stated in note 3.15

Methods used for fair value measurement are explained in note 6.

(iii) Functional and presentation currency

These financial statements are prepared in the Croatian kuna (“HRK”), which is also the functional currency, 
rounded to the nearest thousand.
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NOTE 3 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of these financial statements are set out below. 
These policies have been consistently applied by the Company and its subsidiaries to all periods presented in 
these financial statements and represent the accounting policies of the Group adopted in the preparation of these 
financial statements.

3.1 Basis of consolidation 

(i) Business combinations

The Group accounts for business combinations using the acquisition method when control is transferred to the 
Group. The consideration transferred in the acquisition is generally measured at fair value, as are the identifiable 
net assets acquired. Any goodwill that arises is tested annually for impairment. Any gain on a bargain purchase 
is recognised in profit or loss immediately. Transaction costs are expensed as incurred, except if related to the 
issue of debt or equity securities. The consideration transferred does not include amounts related to the 
settlement of pre-existing relationships. Such amounts are generally recognised in profit or loss.

Any contingent consideration is measured at fair value at the date of acquisition. If an obligation to pay 
contingent consideration that meets the definition of a financial instrument is classified as equity, then it is not 
remeasured and settlement is accounted for within equity. Otherwise, subsequent changes in the fair value of the 
contingent consideration are recognised in profit or loss. If share-based payment awards (replacement awards) 
are required to be exchanged for awards held by the acquiree’s employees (acquiree’s awards), then all or a 
portion of the amount of the acquirer’s replacement awards is included in measuring the consideration 
transferred in the business combination. This determination is based on the market-based measure of the 
replacement awards compared with the market-based measure of the acquiree’s awards and the extent to which 
the replacement awards relate to pre-combination service. 

(ii) Subsidiaries

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed to, or has 
rights to, variable returns from its involvement with the entity and has the ability to affect those returns through 
its power over the entity. The financial statements of subsidiaries are included in the consolidated financial 
statements from the date on which control commences until the date on which control ceases.

In its separate financial statements, the Company accounts for its investments in subsidiaries at cost less any 
impairment.

(iii) Associates (equity accounted investees)

Associates are all entities over which the Group or the Company have significant influence but not control, 
generally accompanying a shareholding of between 20% and 50% of the voting rights. The Group accounts for 
investments in associates using the equity method and the Company accounts for them at cost.

The Group’s share of its associates’ post-acquisition profits or losses is recognised in the income statement, and 
its share of post-acquisition movements in other comprehensive income is recognised in other comprehensive 
income. The cumulative post-acquisition movements are adjusted against the carrying amount of the investment. 
When the Group’s share of losses in an associate equals or exceeds its interest in the associate, including any 
other unsecured receivables, the Group does not recognise further losses, unless it has incurred obligations or 
made payments on behalf of the associate.

Unrealised gains on transactions between the Group and its associates are eliminated to the extent of the Group’s 
interest in the associates. Unrealised losses are also eliminated unless the transaction provides evidence of an 
impairment of the asset transferred. Accounting policies of associates are been changed where necessary to 
ensure consistency with the policies adopted by the Group.

(iv) Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group 
transactions, are eliminated. Unrealised gains arising from transactions with equity accounted investees are 
eliminated against the investment to the extent of the Group’s interest in the investee. Unrealised losses are 
eliminated in the same way as unrealised gains, but only to the extent that there is no evidence of impairment. 
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NOTE 3 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.2 Revenue recognition 

Revenue comprises the fair value of the consideration received or receivable for the sale of goods and services in 
the ordinary course of the Group’s activities. Revenue is shown, net of value-added tax, returns, volume rebates 
and trade discounts.

The Group recognises revenue when the amount of revenue can be reliably measured, it is probable that future 
economic benefits will flow to the entity and specific criteria have been met for each of the Group’s activities as 
described below.

(i) Revenue from services

The Group provides port related services such as carriage, transhipment, freight, handling (on and off loading) 
and warehousing of various types of cargo.

Sales of services are recognised in the accounting period in which the services are rendered, by reference to stage 
of completion of the specific transaction assessed on the basis of the actual service provided as a proportion of 
the total services to be provided (for instance, number of tonnes off or on loaded compared to total shipment 
size; or number of storage days elapsed compared to the total number of storage days contracted).

(ii) Finance income

Finance income comprises interest income on funds invested, changes in the fair value of financial assets at fair 
value through profit or loss and foreign currency gains. Interest income is recognised as it accrues, using the 
effective interest method. Dividend income is recognised when the right to receive payment is established.

3.3 Leases 

The Group leases certain property, plant and equipment. Leases of property, plant and equipment, where the 
Group has substantially all the risks and rewards of ownership, are classified as finance leases. Finance leases are 
capitalized at the inception of the lease at the lower of fair value of the leased property or the present value of 
minimum lease payments. Each lease payment is allocated between the liability and finance charges so as to 
achieve a constant rate on the balance outstanding. The interest element of the finance costs is charged to the 
income statement over the lease period. The property, plant and equipment acquired under finance leases are 
depreciated over the shorter of the useful life of the asset and the lease term.

Leases where the significant portion of risks and rewards of ownership are not retained by the Group are 
classified as operating leases. Payments made under operating leases are charged to the income statement on a 
straight-line basis over the period of the lease.

3.4 Foreign currency transactions

Transactions and balances in foreign currencies

Transactions in foreign currencies are translated into the functional currency at the foreign exchange rate ruling 
at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the reporting 
date are retranslated into the functional currency at the foreign exchange rate ruling at that date. Foreign 
exchange gains and losses resulting from the settlement of such transactions and from the translation of 
monetary assets and liabilities denominated in foreign currencies are recognised in profit or loss.  

Non-monetary assets and items that are measured in terms of historical cost of a foreign currency are not 
retranslated.

Non-monetary assets and liabilities denominated in foreign currencies, which are stated at historical cost, are 
translated into functional currency at foreign exchange rates ruling at the date of transaction.
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NOTE 3 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.5 Intangible assets 
Where patents, licences, and similar rights are acquired by the Group from third parties the costs of acquisition 
are capitalised to the extent that future economic benefits are probable and will flow to the Group.
Licences are amortised over their estimated useful lives. Estimated useful lives are reviewed annually and 
impairment reviews are undertaken if events occur which call into question the carrying values of the assets.
Subsequent expenditure on capitalised intangible assets is capitalised only if it is probable that it increases the 
future economic benefits embodied in the specific asset to which it relates and those benefits will flow to the 
Group. All other expenditure is recognised in the profit or loss as an expense as incurred.
Amortisation is charged to profit or loss on a straight-line basis over the estimated useful lives of intangible 
assets. Intangible assets are amortised from the date on which they are available for use. The estimated useful 
lives of intangible assets are as follows: 

Software 1 – 5 years

3.6 Investment property
Investment property comprises properties held to earn rentals, for capital appreciation, or both. Inbuilt equipment 
is considered part of the investment property. Cost includes all expenditure directly related to the acquisition of 
the asset. Investment property under course of construction is classified as non-current tangible assets in the 
course of construction until it is ready for use. Investment property is carried at cost less accumulated 
depreciation and any impairment losses. 
Subsequent expenditure for investment property is capitalised only if it is probable that it increases the future 
economic benefits embodied in the specific asset to which it relates and it can be reliably measured. Regular 
maintenance expenditure is recognised in income statement as an expense as incurred. 
Depreciation is charged to income statement over the estimated useful economic life on a straight-line basis to all 
investment property except from those in the course of construction (in the case of further development of 
existing investment property), using the following depreciation rates reflecting their estimated useful lives:

Residential apartments 65 years
3.7 Property, plant and equipment 
(i) Buildings, plant and equipment
Buildings, plant and equipment are included in the consolidated statement of financial position at cost less 
accumulated depreciation and accumulated impairment losses, if any. Cost includes expenditure that is directly 
attributable to the acquisition of the items.
Subsequent expenditure is included in the asset’s carrying amount or recognised as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to the 
Group and the cost of the item can be measured reliably. The carrying amount of the replaced part is 
derecognised. All other repairs and maintenance are charged to the statement of comprehensive income during 
the financial period in which they are incurred.
Assets under construction are not depreciated. Depreciation of buildings, plant and equipment is calculated using 
the straight-line method to allocate their cost less any residual value over their estimated useful lives as follows:

Buildings 15 to 60 years
Equipment and fittings 2 to 8 years
Leasehold improvements 10 to 30 years

The residual value of an asset is the estimated amount that the Group would currently obtain from disposal of the 
asset less the estimated costs of disposal, if the asset were already of the age and in the condition expected at the 
end of its useful life. The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at 
each reporting date. 
An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount 
is greater than its estimated recoverable amount (note 3.8).
Gains and losses on disposals are determined as the difference between the income from the disposal and the 
carrying amounts of the asset disposed, and are recognised in profit or loss within other income/expenses.
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NOTE 3 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
3.7 Property, plant and equipment (continued)
(ii) Land
After initial recognition at cost, land is carried at a revalued amount, being the fair value at the date of the 
revaluation less any subsequent accumulated impairment losses.
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction in the principal (or most advantageous) market at the measurement date under current market 
conditions (i.e. an exit price) regardless of whether that price is directly observable or estimated using another 
valuation technique.
When the carrying amount is increased as a result of revaluation, the increase is recognised in other 
comprehensive income and accumulated in equity as a revaluation reserve. Revaluation increase is recognized as 
income to the extent that it reverses a revaluation decrease of the same asset previously recognized as expense. 
When the carrying amount is decreased as a result of revaluation, the decrease is recognized as an expense. 
Revaluation decrease is recorded to the revaluation reserve only to the extent that it does not exceed the amount 
held in the revaluation reserve for the same asset.
The revaluation is carried out with sufficient regularity in a way that the carrying amount does not differ 
materially from the amount which would be determined using fair values at the reporting date. Certain land is 
derecognized upon disposal or when no future economic benefits are expected from its use or disposal. 
Gains or losses arising from derecognition of land (calculated as the difference between the net disposal 
proceeds and the carrying amount of the item) is included in profit or loss when it is derecognised.
The relevant portion of the revaluation surplus realized in the previous revaluation is released to retained 
earnings on the disposal of the revalued asset.
(iii) Assets under the concession arrangement
The Group has a long-term service concession arrangement for the provision of port related services which 
generate the majority of its revenue. The concession arrangement in place involves the transfer of operating 
rights over the port of Rijeka for a limited period, under the control of the local port authority, using dedicated 
assets (port infrastructure) either built by the Group during the term of the concession arrangement or made 
available to it for a fee or nil consideration.
This arrangement defines "public service obligations" of the Group in return for remuneration. The remuneration 
is based on operating conditions, continuity of service, price rules and obligations with respect to the 
maintenance/replacement of port infrastructure. The contract determines the conditions for the transfer of port 
infrastructure to the local port authority or a successor at its expiry.
Maintenance expenditure 
Maintenance of assets which are part of the concession arrangement is recognised as an expense when incurred 
within profit or loss and presented within cost of materials and services used.
Capital expenditure into the concession area
Capital expenditure into port infrastructure made in accordance with the terms of the concession arrangement is 
recognised as an asset within the appropriate class of property, plant and equipment and carried at cost less 
accumulated depreciation and accumulated impairment losses, if any. Cost includes expenditure that is directly 
attributable to the acquisition of the items.
In cases where these assets relate to items which are transferred to the local port authority (“Grantor”) at the 
expiry of the concession arrangement, the depreciation of such assets is calculated using the straight-line method 
to allocate their cost less any residual value over the shorter of their estimated useful lives and the remaining 
term of the concession arrangement.
In cases where these assets are not transferred to the Grantor, the depreciation of such assets is calculated in 
accordance with the depreciation policy applicable to the category property, plant and equipment to which the 
asset is classified in accordance with accounting policy 3.7 (i).
Assets transferred to the Group by the concession Grantor
As part of the concession arrangement, the local port authority (the Grantor) transferred the operational rights 
over a number of assets comprising the port infrastructure to the Group which is entitled to use these assets in the 
course of providing the services defined in the concession arrangement. Such assets are not recognised by the 
Group and are instead kept off balance sheet.
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NOTE 3 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.8 Impairment of non-financial assets 

At each reporting date, the Group reviews the carrying amounts of its non-financial assets (apart from inventory and 
deferred tax assets which are separately reviewed) to determine whether there is any indication that those assets have 
suffered an impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in order to 
determine the extent of the impairment loss (if any). Where it is not possible to estimate the recoverable amount of an 
individual asset, the Group estimates the recoverable amount of the cash-generating unit to which the asset belongs. 
Where a reasonable and consistent basis of allocation can be identified, corporate assets are also allocated to individual 
cash-generating units, or otherwise they are allocated to the smallest group of cash-generating units for which a 
reasonable and consistent allocation basis can be identified. 

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for impairment 
annually, and whenever there is an indication that the asset may be impaired. 

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the 
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current 
market assessments of the time value of money and the risks specific to the asset for which the estimates of future cash 
flows have not been adjusted. 

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the 
carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An impairment loss is 
recognised immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which case the 
impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit) is 
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed 
the carrying amount that would have been determined net of deprecation or amortisation had no impairment loss been 
recognised for the asset (or cash-generating unit) in prior years. A reversal of an impairment loss is recognised 
immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which case the reversal of the 
impairment loss is treated as a revaluation increase.

3.9 Inventories 

Inventories of raw materials and spare parts are stated at the lower of cost, determined using the FIFO method, 
and net realisable value. Net realisable value is the estimated selling price in the ordinary course of business, less 
applicable variable selling expenses.

Trade goods are carried at the lower of purchase cost and net realisable value.

3.10 Trade receivables 

Trade receivables are recognised initially at cost which is equal to the fair value at the moment of recognition 
and subsequently measured at amortised cost using the effective interest method, less an allowance for 
impairment.

3.11 Cash and cash equivalents 

Cash and cash equivalents comprise cash in hand, deposits held at call with banks and other short-term highly 
liquid instruments with original maturities of three months or less. 

3.12 Government grants 

Government grants are not recognised until there is reasonable assurance that the Group will comply with the 
conditions associated with them and that the grants will be received. Government grants are recognised in profit 
or loss on a systematic basis over the periods in which the Group recognises as expenses the related costs for 
which the grants are intended to compensate. Specifically, government grants whose primary condition is that 
the Group should purchase, construct or otherwise acquire non-current assets are recognised as deferred revenue 
in the consolidated statement of financial position and transferred to profit or loss on a systematic and rational 
basis over the useful lives of the related assets. Government grants that are receivable as compensation for 
expenses or loss already incurred or for the purpose of giving immediate financial support to the Group with no 
future related costs are recognised in profit or loss in the period in which they become receivable. 
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NOTE 3 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.13 Employee benefits 

(i) Pension obligations and post-employment benefits

In the normal course of business through salary deductions, the Group makes payments to privately operated 
mandatory pension funds on behalf of its employees as required by law. All contributions made to the mandatory 
pension funds are recorded as salary expense when incurred. The Group is not obliged to provide any other post-
employment benefits with respect to these pension schemes.

(ii) Termination benefits

Termination benefits are payable when employment is terminated by the Group before the normal retirement 
date, or whenever an employee accepts voluntary redundancy in exchange for these benefits. The Group 
recognises termination benefits as expenses when it is demonstrably committed to either: terminating the 
employment of current employees according to a detailed formal plan without possibility of withdrawal; or 
providing termination benefits as a result of an offer made to encourage voluntary redundancy. 

(iii) Regular retirement benefits 

Retirement benefits falling due more than 12 months after the reporting date are discounted to their present value 
based on the calculation performed at each reporting date by an independent actuary, using assumptions 
regarding the number of staff likely to earn regular retirement benefits, estimated benefit cost and the discount 
rate which is determined as average expected rate of return on investment in government bonds. Actuarial gains 
and losses arising from experience adjustments and changes in actuarial assumptions are recognised immediately 
in profit or loss.

(iv) Long-term employee benefits

The Group recognises a liability for long-term employee benefits (jubilee awards) evenly over the period the 
benefit is earned based on actual years of service. The long-term employee benefit liability is determined 
annually by an independent actuary, using assumptions regarding the likely number of staff to whom the benefits 
will be payable, estimated benefit cost and the discount rate which is determined as the average expected rate of 
return on investment in government bonds. Actuarial gains and losses arising from experience adjustments and 
changes in actuarial assumptions are recognised immediately in profit or loss.

(v) Short-term employee benefits

The Group recognises a liability for employee bonuses where contractually obliged or where there is a past 
practice that has created a constructive obligation.

3.14 Provisions 

Provisions are recognized when the Group has a present obligation (legal or constructive) as a result of a past event 
and it is probable (i.e. more likely than not) that an outflow of resources will be required to settle the obligation, and a 
reliable estimate can be made of the amount of the obligation. Provisions are reviewed at each reporting date and 
adjusted to reflect the current best estimate. Where the effect of discounting is material, the amount of the provision 
is the present value of the expenditures expected to be required to settle the obligation, determined using the 
estimated risk free interest rate as the discount rate. Where discounting is used, the reversal of such discounting in 
each year is recognized as a financial expense and the carrying amount of the provision increases in each year to 
reflect the passage of time. 

Provisions for restructuring costs are recognized when the Group has a detailed formal plan for the restructuring 
that has been communicated to parties concerned. 
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NOTE 3 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.15 Financial assets 

Financial assets are recognised and derecognised on the trade date and are initially measured at fair value, plus 
transaction costs, except for those financial assets classified at fair value through profit or loss, which are initially 
measured at fair value.

Financial assets are classified as ‘available-for-sale financial assets’ (AFS) and ‘loans and receivables’. The 
classification depends on the nature and purpose of the financial assets and is determined at the time of initial
recognition.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial asset and of allocating 
interest income over the relevant period. The effective interest rate is the rate that exactly discounts estimated future 
cash receipts (including all fees on points paid or received that form an integral part of the effective interest rate, 
transaction costs and other premiums or discounts) through the expected life of the financial asset, or, where 
appropriate, a shorter period.

Income is recognised on an effective interest basis for debt instruments.

Available-for-sale financial assets (AFS)

AFS financial assets are non-derivatives that are either designated as AFS or are not classified as (a) loans and
receivables, (b) held-to-maturity investments or (c) financial assets at fair value through profit or loss.

Unlisted shares and listed redeemable notes held by the Group that are traded in an active market are classified as 
being AFS and are stated at fair value. Fair value is determined in the manner described in note 6. Gains and losses
arising from changes in fair value are recognised directly in other comprehensive income and presented in equity in 
the investments revaluation reserve with the exception of impairment loss, interest calculated using the effective 
interest method and foreign exchange gains and loss on monetary assets, which are recognised directly in profit or 
loss. Where the investment is disposed of or is determined to be impaired, the cumulative gain or loss previously 
recognised in the investments revaluation reserve is included in statement of comprehensive income for the period.

Dividends on AFS equity instruments are recognised in statement of comprehensive income when the Group’s right 
to receive the dividends is established.

The fair value of AFS financial assets denominated in a foreign currency is determined in that foreign currency and 
translated at the spot rate prevailing at the end of the reporting period. The foreign exchange gains and loss that are 
recognised in profit or loss are determined based on the amortised cost of the monetary asset. Other foreign exchange 
gains and loss are recognised in other comprehensive income.

Loans and receivables 

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in 
an active market. Loans and receivables with fixed or determinable payments are measured at amortised cost using 
the effective interest method, less any cumulative impairment losses. 

Interest income is recognised by applying the effective interest rate, except for short-term receivables when the 
recognition of interest would be immaterial.

Impairment of financial assets 

Financial assets, except for financial assets at fair value through profit or loss, are assessed for indicators of 
impairment at the end of each reporting period. Financial assets are considered to be impaired when there is objective 
evidence that, as a result of one or more events that occurred after the initial recognition of the financial asset, the 
estimated future cash flows of the investment have been affected.

For securities classified as available for sale, significant or prolonged decline in the fair value of the security below 
its cost is considered to be objective evidence of impairment.
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NOTE 3 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.15 Financial assets (continued) 

Impairment of financial assets (continued)

For all other financial assets, objective evidence of impairment could include:

significant financial difficulty of the issuer or counterparty; or

breach of contract, such as a default or delinquency in interest or principal payments; or

it becoming probable that the borrower will enter bankruptcy or financial re-organisation; or

the disappearance of an active market for that financial asset because of financial difficulties.

For certain categories of financial assets, such as trade receivables, assets that are assessed not to be impaired 
individually are, in addition, assessed for impairment on a collective basis. Objective evidence of impairment for a 
portfolio of receivables could include the Group's past experience of collecting payments, an increase in the number 
of delayed payments in the portfolio past the average credit period of 360 days, as well as observable changes in 
national or local economic conditions that correlate with default on receivables.

For financial assets carried at amortised cost, the amount of the impairment is the difference between the asset’s 
carrying amount and the present value of estimated future cash flows, discounted at the financial asset’s original 
effective interest rate. 

For financial assets carried at cost, the amount of the impairment loss is measured as the difference between the 
asset's carrying amount and the present value of the estimated future cash flows discounted at the current market rate 
of return for a similar financial asset. Such impairment loss will not be reversed in subsequent periods. 

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets with the 
exception of trade receivables, where the carrying amount is reduced through the use of an allowance account. When 
a trade receivable is considered uncollectible, it is written off against the allowance account. Subsequent recoveries 
of amounts previously written off are credited against the allowance account. Changes in the carrying amount of the 
allowance account are recognised in profit or loss.

When an AFS financial asset is considered to be impaired, cumulative gains or losses previously recognised in other 
comprehensive income are reclassified to profit or loss in the period.

For financial assets measured at amortised cost, if, in a subsequent period, the amount of the impairment loss 
decreases and the decrease can be related objectively to an event occurring after the impairment was recognised, the 
previously recognised impairment loss is reversed through profit or loss to the extent that the carrying amount of the 
investment at the date the impairment is reversed does not exceed what the amortised cost would have been had the 
impairment not been recognised.

In respect of AFS equity securities, impairment loss previously recognised in profit or loss are not reversed through 
profit or loss. Any increase in fair value subsequent to an impairment loss is recognised in other comprehensive 
income and accumulated under the heading of investments revaluation reserve. In respect of AFS debt securities, 
impairment loss are subsequently reversed through profit or loss if an increase in the fair value of the investment can 
be objectively related to an event occurring after the recognition of the impairment loss. 

Derecognition of financial assets 

The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset expire; or 
it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another entity. If 
the Group neither transfers nor retains substantially all the risks and rewards of ownership and continues to control 
the transferred asset, the Group recognises its retained interest in the asset and an associated liability for amounts it 
may have to pay. If the Group retains substantially all the risks and rewards of ownership of a transferred financial 
asset, the Group continues to recognise the financial asset and also recognises a collateralised borrowing for the 
proceeds received. 
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NOTE 3 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.16 Financial liabilities and equity instruments issued by the Group 

Classification as debt or equity 

Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the substance 
of the contractual arrangement.

Equity instruments 

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of 
its liabilities. Equity instruments issued by the Group are recorded at the proceeds received, net of direct issue costs. 

Financial liabilities 

Financial liabilities are classified as either financial liabilities ‘at FVTPL’ or ‘other financial liabilities’. The Group
has no financial liabilities designated as FVTPL.

Other financial liabilities 

Other financial liabilities, including borrowings, are initially measured at fair value, net of transaction costs. 

Other financial liabilities are subsequently measured at amortised cost using the effective interest method, with 
interest expense recognised on an effective yield basis. 

The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating 
interest expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future 
cash payments through the expected life of the financial liability, or, where appropriate, a shorter period.

Derecognition of financial liabilities 

The Group derecognises financial liabilities when, and only when, the Group’s obligations are discharged, cancelled 
or they expire. 

3.17 Borrowings and borrowing costs 

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently 
stated at amortised cost; any difference between the proceeds (net of transaction costs) and the redemption value 
is recognised in the statement of comprehensive income over the period of the borrowings using the effective 
interest method. 

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which 
are assets that necessarily take a substantial period of time to get ready for their intended use or sale, are added to 
the cost of those assets, until such time as the assets are substantially ready for their intended use or sale. 

Investment income earned on the temporary investment of specific borrowings pending their expenditure on 
qualifying assets is deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are charged to the statement of income in the period incurred.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement of 
the liability for at least 12 months after the reporting date.

3.18 Share capital 

Share capital consists of ordinary shares. Incremental costs directly attributable to the issue of new shares or 
options are shown in equity as a deduction, net of tax, from the proceeds of those transactions. Any excess of the 
fair value of the consideration received over the par value of the shares issued is presented in the notes as a share 
premium. Where the Group purchases its own equity share capital (treasury shares), the consideration paid, 
including any directly attributable incremental costs (net of income taxes) is deducted from equity attributable to 
the Group’s equity holders until the shares are cancelled, reissued or disposed of. Where such shares are 
subsequently sold or reissued, any consideration received, net of any directly attributable incremental transaction 
costs and the related income tax effects, is included in equity attributable to the Group’s equity holders.

3.19 Dividends

Dividend distribution to the Company’s shareholders is recognised as a liability in the financial statements in the 
period in which the dividends are approved by the Company’s shareholders.
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NOTE 3 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.20 Segment reporting

Segment represents a separable part of the Group either as a part engaged in providing products or services 
(business segment) or as a part engaged in providing products or services within a particular economic 
environment (geographical segment) that is subject to risk and benefits that differ from those of other segments.
The Group does not report segment information in terms of the requirement of IFRS 8 Operating segments as 
internal reporting is not based on segmental information other than revenues per type of cargo which is disclosed 
within note 7 to the financial statements.

3.21 Taxation 

(i) Income tax

Income tax expense comprises current and deferred tax. Income tax expense is recognised in profit or loss except 
to the extent that it relates to items recognised directly in equity, in which case it is recognised in other 
comprehensive income.

Current tax is the expected tax payable on the taxable income 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.

(ii) Deferred tax assets and liabilities

Deferred tax is recognised using the balance sheet method, providing for temporary differences between the 
carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation 
purposes. Deferred tax is not recognised for the following temporary differences: the initial recognition of 
goodwill, the initial recognition of assets or liabilities in a transaction that is not a business combination and that 
affects neither accounting nor taxable profit and differences relating to investments in subsidiaries and jointly 
controlled companies when it is probable that their status will not change in the near future. Deferred tax is 
measured at the tax rates that are expected to be applied to the temporary differences when they reverse, based 
on the laws that have been enacted or substantively enacted by the reporting date. 

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be available 
against which temporary difference can be utilised. Deferred tax assets are reviewed at each reporting date and 
are reduced to the extent that it is no longer probable that the related tax benefit will be realised.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities 
and assets, and they relate to taxes levied by the same tax authority on the same taxable entity, or on different tax 
entities, but they intend to settle current tax liabilities and assets on a net basis or their tax assets and liabilities 
will be realised simultaneously.

(iii) Tax exposures

In determining the amount of current and deferred tax, the Group takes into account the impact of uncertain tax 
positions and whether additional taxes and interest may be due. This assessment relies on estimates and 
assumptions and may involve a series of judgements about future events. New information may become 
available that causes the Group to change its judgement regarding the adequacy of existing tax liabilities; such 
changes to tax liabilities will impact tax expense in the period that such a determination is made.

(iv) Value added tax (VAT)

The Tax Authorities require the settlement of VAT on a net basis. VAT related to sales and purchases is 
recognised and disclosed in the statement of financial position on a net basis. Where a provision has been made 
for impairment of receivables, impairment loss is recorded for the gross amount receivable, including VAT.
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NOTE 4 – NEW STANDARDS AND INTERPRETATIONS NOT YET ADOPTED

A number of new standards, amendments to standards and interpretations have been released and are effective 
but not mandatory for the year ended 31 December 2017 and/or are not yet adopted by the European Union and 
as such have not been applied in preparing these financial statements. Overview:

- IFRS 15 Revenue from Contracts with Customers

IFRS 15 establishes a comprehensive framework for determining whether, how much and when revenue is 
recognised. It replaces existing revenue recognition guidance, including IAS 18 Revenue and IAS 11 
Construction Contracts and IFRIC 13 Customer Loyalty Programmes. IFRS 15 is effective for annual periods 
beginning on or after 1 January 2018, with early adoption permitted. It is not expected that this standard will 
have a significant effect on the financial statements of the Group and the Company. 

- IFRS 9 Financial Instruments

In July 2014, the International Accounting Standards Board issued the final version of IFRS 9 Financial 
Instruments. IFRS 9 is effective for annual periods beginning on or after 1 January 2018, with early adoption 
permitted. The Group currently plans to apply IFRS 9 initially on 1 January 2018. This new standard is not 
expected to have a significant effect on the financial statements of the Group and the Company.

- IFRS 16 Leases

IFRS 16 introduces a single, on-balance lease sheet accounting model for lessees. A lessee recognises a right-
of-use asset representing its right to use the underlying asset and a lease liability representing its obligation to 
make lease payments. There are optional exemptions for short-term leases and leases of low value items.
Lessor accounting remains similar to the current standard – i.e. lessors continue to classify leases as finance or 
operating leases. The standard is effective for annual periods beginning on or after 1 January 2019. Early 
adoption is permitted for entities that apply IFRS 15 Revenue from Contracts with Customers at or before the 
date of initial application of IFRS 16. So far, the most significant impact identified is that the Group and the 
Company will recognise new assets and liabilities for its operating leases, including the recognition of assets and 
liabilities arising from the Concession Agreement due to the fact that the accounting treatment of the Group and 
Company with respect to the Concession Agreement does not include the application of IFRIC 12 (for details see 
note 5(i)). Management expects that the application of IFRS 16 with respect to the treatment of the Concession 
Agreement will have a significant effect on the financial statements for the Group and the Company and is 
currently in the process of quantifying such effects. As of the date of this report, management has not completed 
its assessment and quantification of the effects of IFRS 16 application on the financial statements of the 
Company and the Group.

- Disclosure Initiative (Amendments to IAS 7) 

The amendments require disclosures that enable users of financial statements to evaluate changes in liabilities 
arising from financing activities, including both changes arising from cash flow and non-cash changes. The 
amendments are effective for annual periods beginning on or after 1 January 2017, with early adoption 
permitted. This amendments are not expected to have a significant effect on the financial statements of the 
Group and the Company.
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NOTE 5 – KEY ACCOUNTING JUDGEMENTS AND ESTIMATES 

Critical judgements and estimates in applying accounting policies 

The preparation of financial statements in conformity with IFRS requires management to make judgments, 
estimates and assumptions that affect the application of policies and reported amounts of assets and liabilities, 
income and expenses. The estimates and associated assumptions are based on historical experience and various 
other factors that are believed to be reasonable under the circumstances, the results of which form the basis of 
making the judgments about carrying values of assets and liabilities that are not readily apparent from other 
sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates 
are recognized in the period in which the estimate is revised if the revision affects only that period or in the 
period of revision and future periods if the revision affects both current and future periods.

Judgments made by management in the application of IFRSs that have significant effect on the financial 
statements and estimates with a significant risk of material adjustments in the next year are discussed below.

(i) Service Concession Arrangements

The European Union adopted IFRIC 12 ‘‘Service Concession Arrangements’’ effective for financial years starting on 
or after 1 April 2009. A significant part of the Group's registered activity is performed on an area under 
concession over maritime domain. According to the Maritime Domain and Seaports Act, the maritime domain is 
managed by the Port Authority of Rijeka, who is the concession Grantor. The concession agreement
(“Concession Agreement”) was originally signed on 19 September 2000 for a period of 12 years and renewed in 
2011 thereby extending the concession period by a further 30 years ending in 2042. The concession agreement 
concerns the port operations in the established territory (Port of Rijeka area), at the risk and responsibility of the 
Operator and taking into account; the technical regulations applicable to the operation, modernization, rehabilitation 
and development of port services as specified in the Maritime Domain and Seaports Act; the terms and conditions of 
the licence for provision of port services; minimal service limits, and other requirements specified by the Port 
Authority of Rijeka. According to the concession arrangement, the Operator will have the right of use over the assets 
representing the infrastructure of the port (“relevant assets”) owned by the Port Authority of Rijeka and located in the 
above-mentioned territory for the purpose of providing port services. Ownership right over the relevant assets are
held by the Grantor and these assets are not accounted for in the Company’s accounts.

The Concession Agreement defines obligations for reconstruction, investments and maintenance of the area 
under concession. Under the Concession Agreement, Operator has the obligation to cover all costs associated 
with performing concession activities (energy, water, gas, postal and telephone services, garbage collection and 
similar related costs), as well as utilities, water charges, water protection fees, insurance costs and other 
miscellaneous fees arising from the use of area under concession. 

In addition to the above costs, as a price for the concession, the Operator pays an annual concession fee composed of 
a fixed fee per square metre of area under concession and a variable fee per tonne of each type of cargo transhipped 
through the Port of Rijeka.

Furthermore, according to the concession agreement, the Operator is required to incur capital expenditure relating to 
the maintenance/replacement of port infrastructure assets in the concession area (including buildings, plant, 
machinery and equipment) in a total amount of EUR 146 million in accordance with a predefined schedule (for 
details see note 33 - Capital commitments).  The Operator is obligated to return the ‘‘relevant assets’’ (including the 
investments into relevant assets as prescribed by the concession arrangement) back to the Grantor upon expiry of the 
concession arrangement and to demolish, at no cost and on the request of the Grantor, any assets in the concession 
area if the grantor so requires (currently the Operator does not expect any future demolition costs).



NOTES TO THE  FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2017

Luka Rijeka d.d. – Annual Financial Statements 46

NOTE 5 – KEY ACCOUNTING JUDGEMENTS AND ESTIMATES (CONTINUED)

Critical judgements and estimates in applying accounting policies (continued)

(i) Service Concession Arrangements (continued)

At the reporting date, the Company is in majority ownership of shareholders from the private sector. IFRIC 12 
deals with public-to-private service concession arrangements, and considering the current ownership structure, 
the aforementioned concession arrangement represents a form of public-to-private service concession 
arrangements, and as such should be subject to the requirements of IFRIC 12 if it contains the characteristics 
defined in this interpretation.

The characteristics of concession arrangements that fall under IFRIC 12, and as defined by this interpretation are 
as follows: 

- the obligation taken over by the operator is in its nature a public service 

- the party that grants the service arrangement (the grantor) is a public sector entity, including a 
governmental body, or a private sector entity to which the responsibility for the service has been 
devolved

- the operator is responsible for at least some of the management of the infrastructure and related services 
and does not merely act as an agent on behalf of the grantor

- the contract sets the initial prices to be levied by the operator and regulates price revisions over the 
period of the service arrangement

- the operator is obliged to hand over the infrastructure to the grantor in a specified condition at the end 
of the period of the arrangement, for little or no incremental consideration, irrespective of which party 
initially financed it.

One of the main factors that management considers in terms of the applicability of IFRIC 12 is the mechanism 
which regulates and revises prices throughout the term of the service concession agreement. The Grantor, under 
the current agreement has the right to regulate the maximum level of price that the Company may charge for 
services prescribed by the agreement by prescribing maximum fee tariffs and adjusting it or approving requests 
for modification of fees or price lists as proposed by the Company. However, due to the specifics of the port, its 
location and the prices of the supporting transport infrastructure, in order to maintain competitiveness and a 
satisfactory level of turnover, fees charged by the Company to its customers are continuously significantly below 
the maximum fee tariff prescribed by the Port Authority of Rijeka. With respect to this, and taking into account 
all relevant provisions of IFRIC 12, the management applied judgment and assessed that the mechanism for 
regulating and revising prices that is currently in place does not represent a substantive price regulation. The 
Company's management regularly monitors differences between service fees charged to customers and 
maximum tariffs in order to determine if this assessments is still applicable and reasonable.

If during its monitoring of key elements of the current price regulation mechanism the management identifies a
substantial change in circumstances, which would render the above mechanism relevant and in which case it 
would become a mechanism of substantive price regulation, and if such circumstances are considered long-term 
in nature, the management would again review and analyse the accounting treatment that is currently in place
and the possible applicability of IFRIC 12. 

In case the Company changes its accounting policy to align with IFRIC 12, management expects the change to 
be applied retrospectively unless impracticable and the effect on the financial statements would be mainly as 
follows: reclassifications from property, plant and equipment to intangible assets of the amount related to 
leasehold improvements on the Grantor owned assets, recognition of intangible and/or financial assets relating to 
“relevant assets” which are currently kept off balance sheet, and recognition of construction revenue and 
construction costs in the statement of comprehensive income relating to the investment into infrastructure owned 
by the Grantor. 

In the event of change in its accounting policy, the Company will develop a valuation and accounting model 
which will enable it to estimate the amount of IFRIC 12 related assets and their type (either intangible or 
financial asset or a combination of both) which will need to be recognised in its statement of financial position, 
and also the expected pattern and dynamics of IFRIC 12 related items which affect the future statements of 
comprehensive income of the Company. Management currently does not have a quantification of the possible 
effect of potential IFRIC 12 application by the Company.
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NOTE 5 – KEY ACCOUNTING JUDGEMENTS AND ESTIMATES (CONTINUED)

Critical judgements and estimates in applying accounting policies (continued)

(ii) Deferred tax assets recognition

The net deferred tax asset represents income taxes recoverable through future deductions from taxable profits 
and is recorded in the statement of financial position. Deferred income tax assets are recorded to the extent that 
realisation of the related tax benefit is probable. In determining future taxable profits and the amount of tax 
benefits that are probable in the future, management makes judgements and applies estimation based on previous 
years taxable profits and expectations of future income that are believed to be reasonable under the existing 
circumstances (see notes 3.21 and 14).

(iii) Actuarial estimates used in determining obligations for employee benefits 

The cost of defined benefits is determined using actuarial estimates. Actuarial estimates involve assumptions 
about discount rates, future salary increases, staff turnover and the mortality or fluctuation rates. Due to the long-
term nature of those plans, these estimates contain an element of uncertainty (see note 3.13 and 28).

(iv) Consequences of certain legal actions 

There are a number of legal actions which have arisen from the regular course of operations. Management makes 
estimates of probable outcomes of the legal actions and recognises provisions for liabilities arising from these 
actions on a consistent basis.

The Group recognises a provision in the total expected amount of outflows of economic benefits as a result of 
the court case, which is generally the claim amount plus the estimated related legal costs and penalty interest (if 
applicable), if it is more likely than not, based on the opinion of management after consultation with legal 
advisers, that the outcome of the court case will be unfavourable for the Group. The Group does not recognise 
provisions for court cases or the expected related legal costs and penalty interest (if applicable) in cases where 
management estimates that an unfavourable outcome of the court case is less likely than a favourable outcome 
for the Group. 

Where indications exist of a possible settlement in relation to a particular court case, a provision is recognised, 
based on the best estimate of management made in consultation with its legal advisers, in the amount of the 
expected settlement less any existing amounts already provided for in relation to that particular court case. 

Where the Group is a plaintiff in a particular court case, any economic benefits expected to flow to the Group as 
a result are recognised only when virtually certain which is generally as at the date of inflow of these economic 
benefits.

Provisions for the Group’s obligations arising legal actions are recognised on a consistent basis and estimated on 
a case by case principle (see note 3.14 and 28). 

(v) Recoverability of trade and other receivables

The recoverable amount of trade and other receivables is estimated at present value of future cash flows 
discounted at the market interest rate at the measurement date. Short-term receivables with no stated interest rate 
are measured by the amount of original invoice if the effect of discounting is not significant.

The Group regularly reviews the ageing structure of trade receivables and monitors the average collection 
period. In cases where debtors with extended payment periods (generally above 120 days) are identified, the 
Group reduces the related credit limits and payment days for future transactions and, in cases where it deems it 
necessary, imposes restrictions on future transactions or delivery of cargo held in storage until the outstanding 
balance is repaid either entirely or in part. In cases where the Group identifies receivables toward debtors which 
have entered into pre-bankruptcy or bankruptcy proceedings, an impairment loss is immediately recognised in 
full.

In the process of regulating the collection of overdue debts, the Group actively negotiates with the respective 
debtors taking into account expectations of future business relations, significance of exposure to an individual 
debtor, possibilities of compensation, exercise of instruments of security (if any) or seizure of assets etc. 
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NOTE 5 – KEY ACCOUNTING JUDGEMENTS AND ESTIMATES (CONTINUED)

Critical judgements and estimates in applying accounting policies (continued)

(vi) Revaluation of land

As the Group applies the revaluation model of accounting for land, management applies judgement with respect to 
the adequacy of the frequency of revaluations ensuring that they are performed on a basis regular enough to ensure 
that the carrying amount does not differ materially from the amount which would be determined using fair values at 
the reporting date.

Management also applies judgement in ensuring that the revaluations are performed based on valuation reports from 
independent, expert valuers and, where applicable, that the estimates and assumptions used by the valuers reflect the 
management’s own understanding of the specifics attached to each particular land plot.

NOTE 6 – DETERMINING FAIR VALUES

A number of the Group’s accounting policies and disclosures require the measurement of fair values, for both 
financial and non-financial assets and liabilities.

The Group has an established control framework with respect to fair value measurement which assumes the 
overall responsibility of the Management Board and finance department in relation to the monitoring of all 
significant fair value measurements, consultation with external experts and the responsibility to report, with 
respect the above, to those charged with corporate governance. 

Fair values are measured using information collected from third parties in which case the Board and the finance 
department assess whether the evidence collected from third parties support the conclusion that such valuations 
meet the requirements of IFRSs, including the level in the fair value hierarchy where such valuations should be 
classified.

All significant issues related to fair values estimates are reported to the Supervisory Board and the Audit 
Committee. Fair values are categorised into different level 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 - input variables for assets or liabilities that are not based on observable 
market data (unobservable inputs)

The fair value of financial instruments traded in active markets is based on quoted market prices at the balance 
sheet date. A market is regarded as active if quoted prices are readily and regularly available from an exchange, 
dealer, broker, industry group, or regulatory agency, and those prices represent actual and regularly occurring 
market transactions on an arm’s length basis. 

The fair value of financial instruments that are not traded in an active market (for example, over-the-counter 
derivatives) is determined by using valuation techniques. These valuation techniques maximise the use of 
observable market data where it is available and rely as little as possible on entity specific estimates. If all 
significant inputs required to fair value an instrument are observable, the instrument is included in level 2.

If one or more significant inputs are not based on observable market data, the fair value estimate is included in 
level 3.

In preparing these financial statements, the Group has made the following significant fair value estimates 
statements as further explained in detail in following notes:

note 17: Property, plant and equipment (with respect to land)

note 19: Investments in subsidiaries and equity accounted investees

note 20: Financial assets available for sale
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NOTE 7 – REVENUE FROM SALES

(in thousands of HRK)
2017

Group
2016

Group
2017

Company
2016

Company

Sales to domestic customers 39,328 35,369 42,485 39,122
Sales to foreign customers 116,581 109,486 112,351 104,924

155,909 144,855 154,836 144,046

An overview of revenue per type of cargo is given below:

(in thousands of HRK)
2017

Group
2016

Group
2017

Company
2016

Company

General cargo 72,613 77,269 72,613 77,269
Bulk cargo 53,967 37,426 53,967 37,426
Containers 6,415 5,621 6,415 5,621
Other port services 22,914 24,539 21,841 23,730

155,909 144,855 154,836 144,046

General and bulk cargo revenue relates to services in relation to transhipment of those types of cargo for which 
the Group charges fees based on tonnes of transhipped cargo while other port services relate to storage, 
warehouse handling and other services related to transhipment of other types of cargo.

NOTE 8 – OTHER INCOME

(in thousands of HRK)
2017

Group
2016

Group
2017

Company
2016

Company

Gain on sale of non-current tangible and 
intangible assets 520 473 520 473
Donations and grants 34 34 - -
Bad debts recovered - 19 - 19
Insurance recoveries 200 911 200 911
Rental income (i) 9,834 9,556 9,952 9,646
Reversal of provisions 546 797 546 797
Income from court cases (ii) 94 10,939 94 10,939
Other income 624 629 570 521

11,852 23,358 11,882 23,306

(i) Rental income relates to income from rental of parking lots and offices in the city of Rijeka.

(ii) In June 2014, the tax authorities seized the Company’s bank accounts for an amount of HRK 16,630 
thousand based on a tax claim from previous years. During 2016, pursuant to the Company's appeal, the 
court reached a decision according to which the seizure of assets did not have legal merit, and the case was 
returned to the relevant bodies of the tax administration with acknowledgement of all the Company’s
arguments. As a consequence, on the basis of this court decision, the Company has a legal claim against the 
tax authorities that it intends to settle either in cash or by netting against existing and future tax liabilities. 
In accordance with the above the Company recognized income and a receivable from the tax authorities in 
the amount HRK 13,938 thousand, based on the calculation done by a court appointed expert for finance 
and taxation. Of this amount, HRK 10.9 million represents the principal recognized in other income, while 
HRK 3 million is recorded as financial income and relates to interest.
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NOTE 9 – MATERIALS, SERVICES AND CONSUMABLES USED

(in thousands of HRK)
2017

Group
2016

Group
2017

Company
2016

Company

Energy 12,318 12,114 12,318 12,114
Utilities 5,547 3,795 5,532 3,783
Postage and telecommunications 731 749 708 729
Concession fees 6,842 6,245 6,842 6,245
Transport services 7,048 5,496 10,786 9,171
Quality control and desinfection 1,942 3,275 1,942 3,275
Freight handling services 10,839 10,172 10,839 10,172
Maintenance 8,845 9,059 9,818 9,602
Raw materials and consumables 7,056 7,199 6,399 6,558
Rent 309 412 271 296
Other materials expenses 2,013 1,218 812 742

63,490 59,734 66,267 62,687

Variable part of the concession fee for 2017 amounted to HRK 1,838 thousand (2016: HRK 1,659 thousand).

NOTE 10 – PERSONNEL EXPENSES

(in thousands of HRK)
2017

Group
2016

Group
2017

Company
2016

Company

Gross salaries and wages 57,322 59,047 55,641 57,305
Contributions on salaries 9,980 10,151 9,556 9,855
Other employee related costs 4,918 6,117 4,723 5,917

72,220 75,315 69,920 73,077

As at 31 December 2017 the number of staff employed by the Group was 622 (2016: 645) while the Company 
employed 607 employees (2016: 630).

In 2017, termination benefits were accrued for 27 employees in the amount of HRK 1,820 thousand and 
recognised as an expense (2016: HRK 2,945 thousand for 35 employees).

NOTE 11 – OTHER EXPENSES 

(in thousands of HRK)
2017

Group
2016

Group
2017

Company
2016

Company

Bank charges 249 292 217 267
Intellectual services 3,944 2,103 3,855 1,997
Fines and penalties 2,887 1,770 2,887 1,770
Reimbursement of costs to employees 2,677 2,817 2,677 2,817
Non-income related taxes, contributions 
and fees 10,122 10,059 10,081 10,009
Insurance 3,583 3,616 3,459 3,492
Court fees and expenses 195 275 195 275
Impairment of receivables 381 2,170 381 2,170
Marketing and entertainment 594 349 589 314
Increase in provisions for court cases 6,252 - 6,252 -
Other expenses 1,014 818 882 678

31,898 24,269 31,475 23,789

Non-income related taxes, contributions and fees relate to utility charges and fees for water regulation.
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NOTE 12 – FINANCE INCOME

(in thousands of HRK)
2017

Group
2016

Group
2017

Company
2016

Company

Interest and similar income 1,913 6,988 1,913 6,985
Foreign exchange gains 4,637 4,583 4,633 4,575
Gain on disposal of AFS 
financial assets - - - -
Other financial income 2 8 6,537 8

6,552 11,579 13,083 11,568

(i) Interest income mostly consists of interest on bank deposits in the amount of HRK 1,883 thousand (2016:
HRK 3,805 thousand). In 2016, HRK 3 million of interest income related to interest from court cases as 
disclosed in the note 8.

NOTE 13 – FINANCE COSTS

(in thousands of HRK)
2017

Group
2016

Group
2017

Company
2016

Company

Interest and similar expenses 3,696 4,350 3,672 4,312
Foreign exchange losses 4,902 3,441 4,901 3,439
Losses on equity financial instruments 24 - 24 -
Other financial expenses 293 - 293 -

8,915 7,791 8,890 7,751

Interest and similar expenses relate mostly to interest on bank loans and finance leases.

NOTE 14 – INCOME TAX 

Tax income consists of:

(in thousands of HRK)
2017

Group
2016

Group
2017

Company
2016

Company

Current income tax 39 79 (21) -
Deferred tax 114 283 114 844
Income tax expense / (benefit) 153 362 93 844

A reconciliation of tax expense per the statement of comprehensive income and taxation at the statutory rate is 
detailed in the table below:

(in thousands of HRK)
2017

Group
2016

Group
2017

Company
2016

Company

Profit / (loss) before taxation (1.142) 6.427 (6.518) 1.086

Tax calculated at 18% (2016: 20%) (206) 1.285 (1.173) 217
Non-taxable income - (8) (1.177) (8)
Non-deductible expenses 316 163 314 136
Tax effect of share in result of equity accounted 
investee (2.086) (998) - -
Recognition of previously unrecognised 
temporary differences (114) - (114) -
Tax incentive - reduction of tax rate (8) - (8) -
Recognition of previously unrecognised deferred 
tax assets on tax losses 2.251 - 2.251 -
Tax losses utilization - 185 - 185
Effect of changes in tax rate - (265) - 314
Tax expense/(benefit) recognised in the 
statement of comprehensive income  153 362 93 844
Effective tax rate (13%) 6% (1%) 78%
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NOTE 14 – INCOME TAX (CONTINUED)

As at 31 December 2017, the Company and the Group has unused tax losses to carry forward of HRK 72,729
thousand (31 December 2016: HRK 72,729 thousand) for which a deferred tax asset was recognised as 
management believes that sufficient future taxable profits will be available against which the tax losses can be 
offset.

Movement in deferred tax assets for the Company and the Group was as follows:

2016 - Company and Group
Opening 
balance

Recognised in 
equity

Recognised in 
profit or loss

Closing 
balance

Land 4,002 - (400) 3,602
Other financial assets 354 - - 354
Financial assets available for sale 390 - 41 431
Provision for employee entitlements 799 - (300) 499
Tax losses 13,258 - (185) 13,073

18,803 - (844) 17,959

 (in thousands of HRK)

2017 - Company and Group
Opening 
balance

Recognised in 
equity

Recognised in 
profit or loss

Closing 
balance

Land 3,602 - - 3,602
Other financial assets 354 - (35) 319
Financial assets available for sale 431 11 (58) 384
Provision for employee entitlements 499 - (21) 478
Tax losses 13,073 - - 13,073

17,959 11 (114) 17,856

 (in thousands of HRK)

Deferred tax assets with respect to provisions relate to temporary differences arising from provisions on 
employee entitlements (jubilee awards and retirement benefits) while the deferred tax asset with respect to land 
relates to the impairment of two land plots.
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NOTE 14 – INCOME TAX (CONTINUED)

Movement in deferred tax liability for the Group was as follows:

2016 - Group
Opening 
balance

Recognised in 
equity

Recognised in 
profit or loss

Closing 
balance

Revaluation of land 8,936 (893) - 8,043
Investments in equity accounted investees 5,617 - (561) 5,056

14,553 (893) (561) 13,099

 (in thousands of HRK)

2017 - Group
Opening 
balance

Recognised in 
equity

Recognised in 
profit or loss

Closing 
balance

Revaluation of land 8,043 - - 8,043
Investments in equity accounted investees 5,056 - - 5,056

13,099 - - 13,099

 (in thousands of HRK)

Movement in deferred tax assets for the Company was as follows:

2016 - Company
Opening 
balance

Recognised in 
equity

Recognised in 
profit or loss

Closing 
balance

Reavaluation of land 8,936 (893) - 8,043
8,936 (893) - 8,043

 (in thousands of HRK)

2017 - Company
Opening 
balance

Recognised in 
equity

Recognised in 
profit or loss

Closing 
balance

Revaluation of land 8,043 - - 8,043
8,043 - - 8,043

 (in thousands of HRK)

At Group level, the deferred tax liability relating to investments in equity accounted investees relates to the 
surplus from measurement of remaining interest in a former subsidiary Jadranska vrata d.d. as a result of loss of 
control subsequent to the Group disposing of 51% of its shareholding in the subsidiary in 2011.

Deferred tax liability with respect to land stems from the Company’s and the Group’s application of the 
revaluation model of accounting for land and the respective revaluations.
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NOTE 15 – EARNINGS PER SHARE

2017
Group

2016
Group

Profit / (loss) for the year 
(in thousands of HRK) (1.295) 6.065
Total and weighted number of issued shares 13.480.475 13.480.475
Earnings / (loss) per share (basic and 
diluted) in HRK (0,10) 0,45

Basic earnings per share are determined by dividing the Group's net earnings or losses with the weighted average 
number of ordinary shares in issue during the year. The Group does not own any treasury shares. The Group has 
not issued any potentially dilutive instruments.

NOTE 16 – INTANGIBLE ASSETS 

Movement in intangibles for the Group and Company was as follows:

(in thousands of HRK) Software
Intangibles in 

progress Total

Cost
At 1 January 2016 4.316 - 4.316
Additions - 309 309
Transfers 309 (309) -
Disposals and write-off's (6) - (6)
At 31 December 2016 4.619 - 4.619
Additions - - -
Transfers - - -
Disposals and write-off's - - -
At 31 December 2017 4.619 - 4.619

Accumulated amortisation
At 1 January 2016 3.475 - 3.475
Charge for the year 407 - 407
Disposals and write-off's (6) - (6)
At 31 December 2016 3.876 - 3.876
Charge for the year 262 - 262
Disposals and write-off's - - -
At 31 December 2017 4.138 - 4.138

Carrying amount 
At 31 December 2016 743 - 743
At 31 December 2017 481 - 481
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NOTE 17 – PROPERTY, PLANT AND EQUIPMENT

Movement in property, plant and equipment for the Group was as follows:

(in thousands of HRK) Land Buildings
Equipment 
and fittings

Leasehold 
improvements

Assets 
under 

construction 
and advances Total

Cost or revalued amount
At 1 January 2016 229,076 140,138 205,417 4,978 25,983 605,592
Additions - - 8 - 51,814 51,822
Disposals and write-off's - - 2,756 1,932 (4,688) -
Transfers - (283) (2,307) (9) - (2,599)
At 31 December 2016 229,076 139,855 205,874 6,901 73,109 654,815
Additions - - - - 126,672 126,672
Transfers - 646 6,281 2,256 (9,183) -
Disposals and write-off's - (1,146) (3,148) - - (4,294)
At 31 December 2017 229,076 139,355 209,007 9,157 190,598 777,193

Accumulated depreciation
At 1 January 2016 - 37,887 144,305 131 - 182,323
Charge for the year - 2,618 7,785 213 - 10,616
Disposals and write-off's - (283) (2,309) (2) - (2,594)
At 31 December 2016 - 40,222 149,781 342 - 190,345
Charge for the year - 2,627 7,132 288 - 10,047
Disposals and write-off's - (1,146) (3,148) - - (4,294)
At 31 December 2017 - 41,703 153,765 630 - 196,098

Carrying amount 
At 31 December 2016 229,076 99,633 56,093 6,559 73,109 464,470
At 31 December 2017 229,076 97,652 55,242 8,527 190,598 581,095

Assets under construction relate mainly to investments in development of terminal Škrljevo which is owned by 
the Group and is not part of the area under concession.
Land and buildings of the Group with a carrying amount of HRK 79,886 thousand (2016: HRK 80,807 thousand)
are mortgaged against the Group's borrowings. 
The cost of leased equipment where the Group is the lessee under a finance lease arrangement amounts to HRK 
23,782 (2016: HRK 23,782 thousand) thousand and is fully depreciated.
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NOTE 17 – PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Movement in property, plant and equipment for the Company was as follows:

(in thousands of HRK) Land Buildings
Equipment 
and fittings

Leasehold 
improvements

Assets under 
construction 

and advances Total

Cost or revalued amount
At 1 January 2016 229,076 140,138 200,475 4,978 25,863 600,530

Additions - - - - 51,006 51,006
Disposals and write-off's - - 1,706 1,932 (3,638) -
Transfers - (283) (1,748) - - (2,031)
At 31 December 2016 229,076 139,855 200,433 6,910 73,231 649,505

Additions - - - - 125,570 125,570
Disposals and write-off's - 646 5,186 2,256 (8,088) -
Transfers - (1,146) (3,148) - - (4,294)
At 31 December 2017 229,076 139,355 202,471 9,166 190,713 770,781

Accumulated depreciation
At 1 January 2016 - 37,887 140,782 131 - 178,800
Charge for the year - 2,618 7,071 213 - 9,902
Disposals and write-off's - (283) (1,744) - - (2,027)
At 31 December 2016 - 40,222 146,109 344 - 186,675
Charge for the year - 2,627 6,376 288 - 9,291
Disposals and write-off's - (1,146) (3,148) - - (4,294)
At 31 December 2017 - 41,703 149,337 632 - 191,672

Carrying amount 
At 31 December 2016 229,076 99,633 54,324 6,566 73,231 462,830
At 31 December 2017 229,076 97,652 53,134 8,534 190,713 579,109

Assets under construction relate mainly to investments in development of terminal Škrljevo which is owned by 
the Company and not part of the area under concession. 
Land and buildings of the Company with a carrying amount of HRK 79,886 thousand (2016: HRK 80,807
thousand) are mortgaged against the Company's borrowings. 
The cost of leased equipment where the Company is the lessee under a finance lease arrangement amounts to 
HRK 23,782 (2016: HRK 23,782 thousand) thousand and is fully depreciated.
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NOTE 17 – PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Revaluation of land

The Group and the Company revalued their land during 2014 based on fair value estimates made by an 
independent expert valuer. Management considers that the fair values of land have not changed significantly 
since the date of the last valuation and that the carrying value of land as at the reporting date approximates its 
fair value.

The carrying amount that would have been recognised had the land been carried under the cost model amounts to
HRK 184,285 thousand. As at 31 December 2017, the revaluation surplus recognised in revaluation reserves 
amounts to HRK 36,634 thousand.

Measurement of fair values

Revaluation of land is performed on the basis of independent expert valuer reports. For most land plots, the 
method used for measuring the fair value of land by the valuer is the comparison of realised market selling prices 
for similar and comparable real estate taking into account geographical specifics, type of land plot, restrictions 
imposed by local building regulations and other factors.

The Group’s land balance also includes a land plot valued at HRK 22 million which is currently used as a 
parking lot and has revalued this item using a discounted cash flow method based on an estimated yield of 6.14% 
over a 30 year period. The Group has not classified this land as investment property as the initial planned 
purpose was to build own premises for use in the principal activity, but is currently in the process of considering 
its purpose and conversion into investment property which would result in its reclassification.

NOTE 18 – INVESTMENT PROPERTY

(in thousands of HRK)
31.12.2016

Group
31.12.2015

Group
31.12.2016
Company

31.12.2015
Company

Cost
At 1 January 12,633 13,018 12,633 13,018
Additions - - - -
Disposals and write-off's (456) (385) (456) (385)

12,177 12,633 12,177 12,633

Accumulated depreciation
At 1 January 3,509 3,368 3,509 3,368
Charge for the year 214 221 214 221
Disposals and write-off's (103) (80) (103) (80)

3,620 3,509 3,620 3,509
As at 31 December 8,557 9,124 8,557 9,124

Investment property relates to 40 apartments owned by the Group and leased for an indefinite period to protected 
tenants.

Following the revision of the lease agreements with protected tenants, instead of paying a protected lease rental 
fee, the tenants agreed to pay for mandatory monthly maintenance fees and operational expenses stemming from 
the use of the apartments. As a result, the Group does not generate rental income from apartments but also does 
not incur direct operating expenses (including maintenance and repairs) as these are borne by lessees.

Overall business operations relating to investment property are performed by the subsidiary Stanovi d.o.o.

The Group regularly tests the investment property for impairment by analysis of comparable real estate prices. 
As at the reporting dates, current quoted market prices for similar properties and realised sales prices do not 
indicate impairment and the carrying amount is a reasonable approximation of fair value. Furthermore, in 2017,
the Group sold 3 apartments and realised a gain on sale of HRK 520 thousand

.
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NOTE 19 – INVESTMENTS IN SUBSIDIAIRIES AND EQUITY ACCOUNTED INVESTEES

(in thousands of HRK)
31.12.2017

Group
31.12.2016

Group
31.12.2017
Company

31.12.2016
Company

Investments in subsidiaries - - 40 40
Investment in equity accounted investees 99,569 94,514 11,727 11,727

99,569 94,514 11,767 11,767

The investments in subsidiaries are as follows:

COMPANY 31.12.2017 31.12.2016 31.12.2017 31.12.2016

Luka - prijevoz d.o.o. 100% 100% 20 20
Stanovi d.o.o. 100% 100% 20 20

40 40

InvestmentOwnership interest

The investments in equity accounted investees relate to the following:

(in thousands of HRK)
31.12.2017

Group
31.12.2016

Group
31.12.2017
Company

31.12.2016
Company

Jadranska vrata d.d.
- at cost - - 11,727 11,727
- applying the equity method 99,569 94,514 - -

99,569 94,514 11,727 11,727
During 2011, the Group sold a 51% ownership interest in its former wholly owned subsidiary Jadranska vrata 
d.d. As a result, upon loss of control, the Group ceased consolidating the subsidiary and remeasured the 
remaining interest therein to fair value based on a valuation performed by an expert independent valuer and with 
the surplus from the remeasurement being recognised as financial income at the date of disposal. From the date 
of loss of control, the former subsidiary is accounted for as an associate by applying the equity method of 
accounting. Principal operations of the equity accounted investee are related to operating a container cargo 
terminal in port of Rijeka area. Movement in the investment in equity accounted investees is as follows:

(in thousands of HRK)
2017

Group
2016

Group

As at 1 January 94.514 89.526
Share of profit/(loss) of associate 11.591 4.988
Dividend payment (6.536) -
As at 31 December 99.569 94.514

Summary of information about the equity accounted investee Jadranska vrata d.d. is as follows:

Jadranska vrata d.d.
(in thousands of HRK) 31.12.2017 31.12.2016

Assets 200.056 205.144
Liabilities 54.891 71.665
Revenue 110.771 89.851
Net profit 23.656 10.179

The General Assembly of Jadranska Vrata d.d. held on 4 April 2017 adopted a decision to pay out dividend from 
net profits for 2016 and retained earnings of previous years in the total amount of 13,339 thousand of which 
6,536 thousand relates to the Company and was recognized as financial income in 2017. Further, the General 
Assembly of Jadranska Vrata d.d. held on 28 March 2018 adopted a decision to pay out dividend from net profits
for 2017 in the total amount of 23,656 thousand of which 11,591 thousand relates to the Company and will be  
recognized as financial income in 2018.
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NOTE 20 – FINANCIAL ASSETS AVAILABLE FOR SALE

Financial assets available for sale comprise following:

(in thousands of HRK)
31.12.2017

Group
31.12.2016

Group
31.12.2017
Company

31.12.2016
Company

Investment in quoted equity securities 250 219 250 219

Movement in AFS financial assets was as follows:

(in thousands of HRK)
31.12.2017

Group
31.12.2016

Group
31.12.2017
Company

31.12.2016
Company

As at 1 January 219 210 219 210
Impairment recognised in profit or loss (24) - (24) -
Revaluation recognised through equity 55 9 55 9
Disposals during the year - - - -
As at 31 December 250 219 250 219

Fair value measurement

The fair value of investments in shares of listed companies is based on stock market prices at the reporting date. 
In accordance with the input variables used, the assessment is categorized in the fair value hierarchy as level 1 
(see note 6). Investments in equity instruments quoted on the stock exchange but where there is no active market 
are carried at cost and tested for impairment regularly.

NOTE 21 – NON-CURRENT FINANCIAL ASSETS

(in thousands of HRK)
31.12.2017

Group
31.12.2016

Group
31.12.2017
Company

31.12.2016
Company

Non-current receivables for apartments sold 4,339 5,641 4,339 5,641
Other financial assets 40 40 40 40
Other non-current receivables - 37 - -

4,379 5,718 4,379 5,681

(i) Receivables for apartments sold

Non-current receivables relate to receivables for apartments sold on credit to employees which are EUR 
denominated and bear a below market interest rate. In 2017, 38 apartments were repaid in full (2016: 34
apartments). As at 31 December 2017, a total of 1,201 apartments were in repayment (2016: 1,239 apartments).
Management considers that the fair value of non-current receivables approximates their carrying amount as the 
effect of discounting is estimated as immaterial due to low levels of current market interest rates for similar 
loans.
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NOTE 22 – CURRENT FINANCIAL ASSETS

(in thousands of HRK)
31.12.2017

Group
31.12.2016

Group
31.12.2017
Company

31.12.2016
Company

Short-term deposits in banks 70,151 182,036 70,151 182,036
Other loans, deposits and similar items 99 180 99 174

70,250 182,216 70,250 182,210

Interest rate on short-term deposits are variable, ranging from 1% to 2.1% per annum.

NOTE 23 – TRADE AND OTHER RECEIVABLES

(in thousands of HRK)
31.12.2017

Group
31.12.2016

Group
31.12.2017
Company

31.12.2016
Company

Receivables from domestic customers 9,234 8,883 8,717 8,336
Receivables from foreign customers 14,714 13,713 14,714 13,712

Current receivables for apartments sold on credit 2,763 2,965 2,763 2,965
Receivables from State for taxes, contributions 
and fees 1,826 16,020 1,837 16,017
VAT receivable 93 42 - -
Prepaid expenses 1,056 691 1,045 680
Other receivables 72 536 69 538

29,758 42,850 29,145 42,248

Movements in the accumulated impairment allowance for trade receivables are as follows:

(in thousands of HRK)
31.12.2017

Group
31.12.2016

Group
31.12.2017
Company

31.12.2016
Company

At 1 January 14.104 11.953 14.104 11.953
Increase 381 2.170 381 2.170
Collected - (19) - (19)
At 31 December  14.485 14.104 14.485 14.104

Impairment losses on trade receivables are included in note 'Other expenses'.

Ageing analysis of trade receivables is as follows:

(in thousands of HRK)
31.12.2017

Group
31.12.2016

Group
31.12.2017
Company

31.12.2016
Company

Up to 90 days 23,451 22,217 22,934 21,669
91-180 days 272 97 272 97
181-360 days 150 61 150 61
Over 360 days 75 221 75 221

23,948 22,596 23,431 22,048

Trade receivables are denominated in following currencies:

(in thousands of HRK)
31.12.2017

Group
31.12.2016

Group
31.12.2017
Company

31.12.2016
Company

HRK 9.234 8.884 8.717 8.336
EUR 14.714 13.683 14.714 13.683
USD - 29 - 29

23.948 22.596 23.431 22.048
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NOTE 24 – CASH AND CASH EQUIVALENTS 

(in thousands of HRK)
31.12.2017

Group
31.12.2016

Group
31.12.2017
Company

31.12.2016
Company

Cash with banks 3,103 4,343 2,313 3,392
Cash at hand 650 527 7 7

3,753 4,870 2,320 3,399

Cash with banks relates to cash accounts with commercial banks carrying an average interest rate of 0.3% to 
0.5% per annum.

NOTE 25 – SHARE CAPITAL 

(in thousands of HRK)
31.12.2017
Company

31.12.2016
Company

Share capital 539,219 539,219
539,219 539,219

As at 31 December 2017, the Company’s share capital amounted to HRK 539,219 thousand, distributed among 
13,480,475 shares with a nominal value of each share amounting to HRK 40. All issued shares are fully paid in
and authorised.

An overview of key shareholders and the shareholder structure is as follows:

Number of 
shares

% of 
ownership

Number of 
shares

% of 
ownership

OT LOGISTICS SPOLKA AKCYJNA 3.574.116 26,51% 2.805.232 20,81%
CERP - Republic of Croatia 3.372.510 25,02% 4.258.106 31,59%

Societe Generale – Splitska Banka d.d./AZ d.d. (custodial account) 1.927.914 14,30% 1.920.000 14,24%

NIEPUBLICZNYCH kojim upravlja PFR TOWARZYSTWO FUNDUSZY 
INWESTYCYJNYCH S.A. 1.194.425 8,86% - -
Addiko Bank d.d. /PBZ CO OMF (custodial account) 1.024.100 7,60% 1.024.100 7,60%

Societe Generale/Erste Plavi OMF category B (custodial account) 1.017.260 7,55% 1.017.260 7,55%
HZZO - 0,00% 484.780 3,60%
CERP - HZMO - 0,00% 214.196 1,59%

- 0,00% 140.467 1,04%
Societe Generale – Splitska Banka d.d./Erste Plavi Expert (custodial 
account) 136.370 1,01% 136.370 1,01%
Societe Generale – Splitska Banka d.d./Croatia osiguranje d.d. (custodial 
account) 115.000 0,85% 115.000 0,85%

95.711 0,71% - -

Splitska banka d.d./Erste Plavi OMF Kategorije A- (custodial account) 39.093 0,29% - -
Other shareholders 983.975 7,30% 1.364.964 10,12%
Total 13.480.475 73,49% 13.480.475 79,19%

2017 2016

During 2017, OT Logistics S.A. increased its ownership in the share capital of the Company and, at the reporting 
date, it holds 3.574.116 shares with a total nominal amount of HRK 142,964,640, representing 26.51% of the 
registered capital or voting rights. Based on the shareholder agreement signed on 15 September 2017 between 
OT Logistics S.A. and Allianz AZ d.o.o. and Erste d.o.o. management companies for obligatory pension funds
with which OT Logistics S.A. operates jointly in the context of the Capital Market Act, these shareholders 
together hold 6,815,870 shares of the Company, with a total nominal amount of HRK 272,634,800, which makes 
up 50.56% of the share capital and gives 6,815,870 votes, or 50.56% of the total number of votes at the General 
Assembly of the Company whereby the operational management and control of the Company was assumed by 
OT Logistics S.A.
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NOTE 26 – RESERVES

(in thousands of HRK)
31.12.2017

Group
31.12.2016

Group
31.12.2017
Company

31.12.2016
Company

Capital and other reserves 38,624 38,624 38,624 38,624
Revaluation reserves 36,713 36,669 36,713 36,669

75,337 75,293 75,337 75,293

The Company is required to create legal reserves under Croatian law amounting to a minimum of 5% of the 
profit for the year until the total legal reserves reach 5% of the share capital. The Company currently does not 
have any legal reserve due to outstanding accumulated losses which are yet to be covered.

Revaluation reserve relates to the revaluation of land with a minor amount relating to financial assets available 
for sale.

NOTE 27 – BORROWINGS

(in thousands of HRK)
31.12.2017

Group
31.12.2016

Group
31.12.2017
Company

31.12.2016
Company

Non-current borrowings 
Bank loans 20,652 29,151 20,652 29,151
Finance lease liabilities 9,547 12,417 9,274 12,073

30,199 41,568 29,926 41,224

Current borrowings
Bank loans 7,958 12,867 7,958 12,867
Loans from other financial institutions 4,221 4,246 4,221 4,246
Other loans and borrowings 136 - - -
Finance lease liabilities 2,545 4,636 2,242 4,363

14,860 21,749 14,421 21,476
Total borrowings 45,059 63,317 44,347 62,700

The maturity of bank loans and loans from other financial institutions at the reporting date is as follows:

(in thousands of HRK)
31.12.2017

Group
31.12.2016

Group
31.12.2017
Company

31.12.2016
Company

1 year or less 12,179 17,113 12,179 17,113
1 - 2 years 3,086 11,482 3,086 11,482
2 – 5 years 9,260 9,315 9,260 9,315
Over 5 years 8,306 8,354 8,306 8,354

32,831 46,264 32,831 46,264
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NOTE 27 – BORROWINGS (CONTINUED)

The maturity of finance lease liabilities at the reporting date is as follows:

(in thousands of HRK)
31.12.2017

Group
31.12.2016

Group
31.12.2017
Company

31.12.2016
Company

Up to 1 year 2,545 4,636 2,242 4,363
Between 1 and 2 years 2,821 2,549 2,627 2,357
Between 2 and 5 years 6,726 9,868 6,647 9,716
Over 5 years - - - -

12,092 17,053 11,516 16,436

The carrying amounts of the Group's borrowings are denominated in the following currencies: 

(in thousands of HRK)
31.12.2017

Group
31.12.2016

Group
31.12.2017
Company

31.12.2016
Company

EUR 30,828 43,523 30,116 42,906
USD 14,231 19,794 14,231 19,794

45,059 63,317 44,347 62,700

As at 31 December 2017, the Group has a borrowing facility for guarantees, overdrafts and letters of credit with 
a commercial bank amounting to EUR 590 thousand of which HRK 700 thousand is utilised at 31 December 
2017 with respect to guarantees.

Reconciliation of movements in liabilities to cash flows arising from financing activities for the Group is as 
follows:

Loans
Financial 

lease Total
(in thousand HRK)
Balance as at 1 January 2017 46.264 17.053 63.317
Cash transactions 0 0
Loans repaid (12.212) - (12.212)
Financial lease repaid - (3.288) (3.288)
Total cash transactions (12.212) (3.288) (15.500)
Non-cash transactions
Exchange rate effect (1.222) (1.889) (3.111)
Other non-cash transactions 137 216 353
Balance as at 31 December 2017 32.967 12.092 45.059

Bank loans 

Bank loans amounting to HRK 3,404 thousand have variable interest rates (2016: HRK 12,084 thousand). The 
variable interest rates for bank loans were in the range from 1.7% to 4.25% per annum (2016: from 1% to 
4.25%).

Bank loans amounting to HRK 25,206 thousand have fixed interest rates (2016: HRK 29,394 thousand). The 
fixed interest rates for bank loans included in the table above were in the range from 3.0% to 5.0% (2016: from 
3.0% to 5.0%).

Loans from other financial institutions

Loans from other financial institutions relate to loans from Royal pension insurance fund which were used to 
finance the workforce restructuring process in previous period. The loans bear fixed interest rates in the range 
from 9.65% to 12%.
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NOTE 27 – BORROWINGS (CONTINUED)

Finance leases

Finance leases in the amount of HRK 12,092 thousand for the Group and HRK 11,516 thousand for the 
Company relate mostly to lease of equipment. Most of the balance relates to the interest free finance lease 
arrangement with the Port authority of Rijeka amounting to HRK 9,540 thousand at 31 December 2017. The 
lease has a term of seven years ending in 2021.

Security

Bank borrowings in the amount of HRK 25,206 thousand (2016: HRK 29,935 thousand) are secured by 
mortgages over the Company’s and Group's land and buildings (note 17). 

Debt covenants

The Group has an outstanding US dollar denominated liability for a subordinated loan towards the Port 
Authority of Rijeka based on a principal loan agreement for financing of infrastructure projects concluded 
between the Port Authority of Rijeka and the International Bank for Reconstruction and Development (“IBRD”).
The loan liability amounts to HRK 2,714 thousand as at 31 December 2016 (HRK 9,312 thousand as at 31 
December 2016) and bears a LIBOR based variable interest rate. The Republic of Croatia is the guarantor for the 
principal loan. The Group classifies the loan within bank loans as the basis for the terms of the loan are derived 
from a bank loan.

According to the loan agreement with IBRD, the Group is obligated to maintain a “Debt service cover ratio”
(DSCR) at a minimum of 1.3. DSCR representing the ratio of net operating revenues (adjusted for depreciation, 
amortisation, debt charges, non-cash operating charges and restructuring expenditure) to the aggregate amount of 
repayment of principal and interest on all debt.

As at the reporting dates, the Group was in breach of this covenant. However, the Group has repaid the loan thus 
far according to the scheduled repayment plans in addition to which IBRD regularly performs reviews of the 
Group’s records and is adequately informed as to this long standing breach of covenants. Management actively 
communicates with the both IBRD and the Port Authority of Rijeka and has applied judgment in estimating that 
the loan will not fall due in the foreseeable future as a result of breach of covenant. Management’s estimates in 
this respect are based on the fact that the principal loan facility was restructured in 2015 to provide financing for 
additional infrastructure projects and also due to the fact that the loan is regularly serviced and if it should 
become callable, the risk would lie with the principal debtor while the Group would remain committed to its 
currently defined schedule of repayments toward the Port Authority of Rijeka.

Furthermore, management believes that the ability of the Group to service the loan is not in question as the 
Group would be able to secure additional financing through further collateralisation of its assets (this primarily 
relates to property, plant and equipment where approximately 80% of the assets are uncollateralised and also 
uncollateralised short term bank deposits), in case its operational cash flows should be insufficient to finance the 
repayment of the loan on the contracted repayment dates.



NOTES TO THE  FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2017

Luka Rijeka d.d. – Annual Financial Statements 65

NOTE 28 – PROVISIONS 

Group and Company - (in thousands of HRK)

Jubilee 
awards and 
retirement 

benefits
Legal
cases Total

As at 31 December 2016
Non-current 2,814 - 2,814
Current 388 7,365 7,753

3,202 7,365 10,567
As at 31 December 2017
Non-current 2,656 - 2,656
Current - 6,252 6,252

2,656 6,252 8,908

Movement in provisions was as follows:

Group and Company - (in thousands of HRK)

Jubilee 
awards and 
retirement 

benefits
Legal
cases Total

As at 1 January 2016 3,999 7,365 11,364
Increase - - -
Decrease (797) - (797)
As at 31 December 2016 3,202 7,365 10,567

As at 1 January 2017 3,202 7,365 10,567
Increase - 6,252 6,252
Decrease (546) (7,365) (7,911)
As at 31 December 2017 2,656 6,252 8,908

(i) Jubilee awards and regular retirement benefits

According to the Collective Agreement the Group has an obligation to pay jubilee awards and regular retirement 
benefits. No other post-retirement benefits are provided. 

Provisions for both jubilee awards and regular retirement benefits are calculated by an independent actuary, 
using estimates derived on the basis of the following key assumptions:

(in thousands of HRK)
2017 2016

Discount rate 2.00% 4.37%
Average rate of staff turnover 8.77% 5.93%
Average expected retirement age 61 - 65 61 - 65

Estimate

(ii) Legal cases

Legal provisions relate to a number of legal proceedings initiated against the Group which stem from regular 
commercial activities and court cases including former employees. The expenses relating to the provisions are 
included in the consolidated statement of comprehensive income within ‘Other expenses’. 

During 2017, one court case ended for which the Group had financial outflows.
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NOTE 29 – TRADE AND OTHER PAYABLES

(in thousands of HRK)
31.12.2017

Group
31.12.2016

Group
31.12.2017
Company

31.12.2016
Company

Trade payables - domestic 25,588 21,762 26,340 22,290
Trade payables - foreign 523 106 523 106
Liabilities toward employees 3,690 4,078 3,654 4,046
Liabilities for apartments sold 3,512 5,665 3,512 5,665
Interest payable 451 482 451 482
Other taxes, contributions and fees payable 1,070 1,850 917 1,710
VAT liabilities 904 960 890 944
Salary taxes and contributions payable 2,103 2,149 2,103 2,149
Deferred income 27 - 27 -
Accrued expenses 15,479 2,289 15,479 2,289
Other payables 761 656 6 3

54,108 39,997 53,902 39,684

NOTE 30 – RISK MANAGEMENT

Capital risk management 

Net debt to equity ratio (Gearing ratio)

The finance function of the Group reviews the capital structure on an annual basis. As part of this review, the 
Group considers the cost of capital and the risks associated with each class of capital. The gearing ratio at the 
reporting date was as follows:

(in thousands of HRK)
31.12.2017

Group
31.12.2016

Group
31.12.2017
Company

31.12.2016
Company

Debt (long- and short-term borrowings) (45,059) (63,317) (44,347) (62,700)
Short term bank deposits 70,151 182,036 70,151 182,036
Cash and cash equivalents 3,753 4,870 2,320 3,399
Net cash / (debt) 28,845 123,589 28,124 122,735
Equity 695,330 696,581 609,452 616,019
Net debt to equity ratio 4% 18% 5% 20%

Debt is defined as long-term and short-term borrowings and bonds. Equity includes all capital and reserves of the 
Group.

The Group manages its capital to ensure that it will be able to continue as a going concern.

Apart from the gearing ratio, the Group regularly monitors the relation between consolidated current assets and 
liabilities in order to assess the reasonableness of the going concern assumption applied in the preparation of its 
financial statements and identify any requirements for additional financial via debt or equity.
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NOTE 30 – RISK MANAGEMENT (CONTINUED)
Financial risk management
The Group operates with international customers and finances its operations using foreign currency denominated 
borrowings to a significant extent. As a result, the Group is exposed to the effect of changes in market prices and 
of exchange differences and changes in interest rates. In addition, due to credit terms extended to its customers, 
the Group is exposed to a risk of default. Categories of financial instruments are as follows:

(in thousands of HRK)
31.12.2017

Group
31.12.2016

Group
31.12.2017
Company

31.12.2016
Company

Financial assets available for sale 250 219 250 219

Total AFS financial assets 250 219 250 219

Non-current financial assets 4,379 5,718 4,379 5,681
Short-term financial assets 70,250 182,216 70,250 182,210
Trade receivables 26,876 26,139 26,263 25,551
Cash and cash equivalents 3,753 4,870 2,320 3,399
Total loans and receivables 105,258 218,943 103,212 216,841

Total financial assets 105,508 219,162 103,462 217,060

Finance lease liabilities 12,092 17,053 11,516 16,436
Loan liabilities 32,967 46,264 32,831 46,264
Trade payables 30,835 28,671 30,832 28,546
Total financial liabilities at amortised cost 75,894 91,988 75,179 91,246

Total financial liabilities 75,894 91,988 75,179 91,246

Fair value of financial instruments
The fair values of financial assets and financial liabilities are determined as follows: 

the fair value of financial assets and financial liabilities with standard terms and conditions and traded on active 
liquid markets is determined with reference to quoted market prices;
the fair value of other financial assets and financial liabilities is determined in accordance with generally 
accepted pricing models based on discounted cash flow analysis using prices from observable current market 
transactions and dealer quotes for similar instruments. 

Financial instruments held to maturity in the normal course of operations are carried at the lower of cost and the 
net amount less the portion repaid. Fair value is determined as the amount at which a financial instrument can be 
exchanged between willing and knowledgeable parties in an arm's-length transaction, except in the event of 
forced sale or liquidation. The fair value of financial instruments is the one quoted on the securities market or 
obtained using the discounted cash flow method. 
As at 31 December 2017, the carrying amounts of cash and cash equivalents, short-term deposits, receivables, 
short-term liabilities, accrued expenses, short-term borrowings and other financial instruments approximate their 
fair value due to the short-term nature of those assets and liabilities and due to the fact that a majority of short 
term assets and liabilities are at variable interest rates.
Management considers that the fair value of non-current receivables of the Group stemming from the sale of 
apartments to employees does not significantly differ from the carrying amount due to the currently low market 
interest rates for such receivables. Management regularly monitors relevant market interest rates on similar 
assets in order to assess the reasonableness of this assumption.
As at the reporting dates, the carrying amounts of borrowings arising from bank and other loans approximates 
their fair values as the majority of these borrowings bear variable interest rates or fixed interest rate 
approximating current market interest rates.

The carrying amount of finance lease liabilities relates mostly to a non-interest bearing finance lease agreement 
which has been discounted to its fair value by using the effective interest rate method at a discount rate on equal 
to market interest rates on similar leases.
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NOTE 30 – RISK MANAGEMENT (CONTINUED)

Financial risk management (continued)

Liquidity risk management 

Ultimate responsibility for liquidity risk management rests with the Management board which manages the 
Group’s short, medium and long-term funding and liquidity requirements. The Group manages liquidity risk by 
monitoring the consolidated net current asset position and addressing any expected current liquidity deficits. 

Liquidity risk analysis

The following tables detail the Group’s remaining contractual maturity for its financial liabilities and its financial 
assets presented in the consolidated statement of financial position at the each reporting period end. The tables 
have been drawn up based on the undiscounted cash flows until maturity and include cash flows from both 
interest and principal.

as at 31 December 2017
Carrying 

amount
Contractual 

cash flows up to 1 year
1 - 2 

years
2 - 5 

years
over 5 
years

Non-interest bearing:
Non-current receivables 4,379 4,416 1,337 1,300 1,779 -
Trade receivables 26,876 26,876 26,876 - - -
Financial assets available for sale 250 250 250 - - -

31,505 31,542 28,463 1,300 1,779 -

Interest bearing:
Current financial assets 70,250 70,430 70,430 - - -
Cash and cash equivalents 3,753 3,791 3,791 - - -

74,003 74,221 74,221 - - -
105,508 105,763 102,684 1,300 1,779 -

(in thousands of HRK)

as at 31 December 2017
Carrying 

amount
Contractual 

cash flows up to 1 year
1 - 2 

years
2 - 5 

years
over 5 
years

Non-interest bearing:
Finance lease liabilities 11,516 14,265 3,814 3,816 5,724 911
Trade payables 30,835 30,835 30,835 - - -

42,351 45,100 34,649 3,816 5,724 911

Interest bearing:
Finance lease liabilities 576 613 319 204 90 -
Loan liabilities 32,967 34,231 12,643 3,226 9,679 8,683

33,543 34,844 12,962 3,430 9,769 8,683
75,894 79,944 47,611 7,246 15,493 9,594

(in thousands of HRK)
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NOTE 30 – RISK MANAGEMENT (CONTINUED)

Financial risk management (continued)

Liquidity risk management (continued)

as at 31 December 2016
Carrying 

amount
Contractual 

cash flows up to 1 year
1 - 2 

years
2 - 5 

years
over 5 
years

Non-interest bearing:
Non-current receivables 5,718 5,718 1,337 1,300 3,081 -
Trade receivables 26,139 26,139 26,139 - - -
Financial assets available for sale 219 219 219 - - -

32,076 32,076 27,695 1,300 3,081 -

Interest bearing:
Current financial assets 182,216 182,396 182,396 - - -
Cash and cash equivalents 4,870 4,919 4,919 - - -

187,086 187,315 187,315 - - -
219,162 219,391 215,010 1,300 3,081 -

(in thousands of HRK)

as at 31 December 2016
Carrying 

amount
Contractual 

cash flows up to 1 year
1 - 2 

years
2 - 5 

years
over 5 
years

Non-interest bearing:
Finance lease liabilities 16,436 20,544 4,363 4,363 10,907 911
Trade payables 28,671 28,671 28,671 - - -

45,107 49,215 33,034 4,363 10,907 911

Interest bearing:
Finance lease liabilities 617 670 286 202 182 -
Loan liabilities 46,264 47,773 17,478 11,825 9,736 8,734

46,881 48,443 17,764 12,027 9,918 8,734
91,988 97,658 50,798 16,390 20,825 9,645

(in thousands of HRK)

The Group’s analysis shows no deficit of short term contractual cash flows and a positive consolidated net 
current asset position.
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NOTE 30 – RISK MANAGEMENT (CONTINUED)

Financial risk management (continued)
Interest rate risk management 

The Group is exposed to interest rate risk as it borrows funds at both fixed and floating interest rates. The 
variable interest rates currently applicable on the carrying values of floating rate debt as at the reporting dates are 
based on the following:

(in thousands of HRK)
31.12.2017

Group
31.12.2016

Group
31.12.2017
Company

31.12.2016
Company

EURIBOR based bank loans 689 2,772 689 2,772
LIBOR based bank loans 2,714 9,312 2,714 9,312

3,403 12,084 3,403 12,084

Interest rate sensitivity analysis 

The sensitivity analyses below have been determined based on the exposure to interest rates at the reporting date. 
For floating rate liabilities, the analysis is prepared by calculating the effect of a reasonably possible increase in 
interest rates on floating rate debt on the expected contractual cash flows of such debt compared to those 
calculated using the interest rates applicable at the current reporting period end date. A 50 basis point 
increase/decrease is used when reporting interest rate risk internally to key management personnel and represents 
the management’s assessment of the reasonably possible change in interest rates.

The estimated effect of the reasonably possible change in variable interest rates on the Group’s result before tax 
for the reporting periods is as follows:

as at 31 December 2017
Contractual 

cash flows
up to 1 

year
from 1 to 2 

years
from 2 to 

5 years
over 5 
years

At currently applicable int. rates 4.022 3.743 198 81 -
At currently applicable int. rates + 50 basis points 4.028 3.748 199 81 -
Effect of increase of int. rates by 50 basis points (6) (5) (1) - -

(in thousands of HRK)

The Group does not hedge interest rate risk as the estimate of possible effect of interest rate changes on the result 
of operations in not deemed significant.
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NOTE 30 – RISK MANAGEMENT (CONTINUED)

Financial risk management (continued)
Currency risk management 

The Group undertakes certain transactions denominated in foreign currencies. Hence, exposures to exchange rate 
fluctuations arise. The carrying amounts of the Group’s foreign currency denominated monetary assets and 
monetary liabilities at the reporting date are as follows:

(in thousands of HRK)
31.12.2017

Group
31.12.2016

Group
31.12.2017
Company

31.12.2016
Company

EUR 31,351 43,629 30,639 43,012
USD 14,231 19,794 14,231 19,794

45,582 63,423 44,870 62,806

Liabilities Liabilities

(in thousands of HRK)
31.12.2017

Group
31.12.2016

Group
31.12.2017
Company

31.12.2016
Company

EUR 21.816 22.289 21.816 22.289
USD 26.882 26.911 26.882 26.911

48.698 49.200 48.698 49.200

Assets Assets

Foreign currency sensitivity analysis 

The Group is mainly exposed to the fluctuations in the exchange rate of Croatian kuna to Euro and US dollar, 
since the most of the transactions with international customers is in Euro and US dollar. The relevant foreign 
exchange rates for the Euro and the US dollar during the reporting period were as follows:

(in thousands of HRK) 31.12.2017 31.12.2016 2017 2016

EUR 7.513648 7.557787 7.460100 7.529383
USD 6.269733 7.168536 6.622397 6.803718

Spot FX rate Average FX rate

The following table details the Group’s sensitivity to a 1% increase in Croatian kuna against the EUR and a 10%
increase against the USD as the estimated reasonably possible change in the exchange rate of the respective 
currencies. The sensitivity analysis includes outstanding balances in foreign currencies which are recalculated at 
the reporting date applying a percentage change in foreign exchange rates. The sensitivity analysis includes 
monetary assets and monetary liabilities in foreign currencies. A negative number below indicates a decrease in 
profit and other equity where Croatian kuna increases against the relevant currency for the percentage specified 
above. For a weakening of Croatian kuna against the relevant currency in the same percentage, there would be an 
equal and opposite impact on the profit.

(in thousands of HRK)
31.12.2017

Group
31.12.2016

Group
31.12.2017
Company

31.12.2016
Company

Increase/(decrease) of net result (95) (213) (88) (207)

(in thousands of HRK)
31.12.2017

Group
31.12.2016

Group
31.12.2017
Company

31.12.2016
Company

Increase/(decrease) of net result 1,265 712 1,265 712

EUR exposureEUR exposure

USD exposureUSD exposure

The Group does not currently hedge currency risk with respect to the EUR as the local currency is pegged 
against the EUR but is assessing the need for hedging against the USD given the recent volatility of this currency 
and the exposure to it arising from USD denominated loan and lease balances as well a concession fees which 
are determined in USD.
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NOTE 30 – RISK MANAGEMENT (CONTINUED)

Financial risk management (continued)

Credit risk management 

Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in financial loss 
to the Group.

Customers are classified into risk groupings based on the financial indicators and own trading records, and 
appropriate credit risk mitigation measures are taken for each risk class. Customers are classified mainly on the 
basis of official financial statements of customers, and credit ratings supplied by independent rating agencies, 
and the history of trading with each customer. The Group’s exposure and the credit ratings of its counterparties 
are continuously monitored and credit exposure is controlled by counterparty limits that are reviewed at least 
annually. 

The Group has no significant credit exposures that would not be covered by collateral and which have not been 
assessed for impairment indicators as at the reporting date.

Operational risk management
Sales concentration risk management

The Group generates approximately 25% (2016: 24%) of its revenue from domestic customers, whereas around 
75% (2016: 76%) of the sales are generated from international customers (based on geographical location of 
customer). The Group determines the selling prices in accordance with the macroeconomic conditions prevailing 
in each of the markets where the customers are located having in mind the maximum approved tariffs for 
services defined in the concession agreement. 

The Group’s revenues are to a significant extent exposed to volatility due to high concentration of revenues from 
a smaller number of customers. In 2017, top 10 customers of the Group generated approximately 52% of 
operating revenues (2016: 44%) while the top five customer generated approximately 43% of operating revenues 
(2016: 28%). As a result of its exposure to a small number of customer, the Group manages this risk through 
active and frequent communication with key customers, acquisitions of new customers, and through monitoring 
of relevant competitors and market conditions both locally and internationally.

The Group expects increased risks associated with maintaining market position (both in terms of international 
and domestic customers) due to the strengthening of competitors. To lessen this effect, the Group aims to further 
increase its competitiveness by increasing productivity and capacity and modernising its technology, which it 
expects to achieve to a large extent through the realisation of the Škrljevo project coupled with the expected 
refurbishment of local railways.

NOTE 31 – RELATED PARTY TRANSACTIONS 

The most significant individual shareholder of Luka Rijeka d.d. is OT Logistics S.A. which, together with 
Pension funds, holds 50.56% of share capital and voting rights of the Company.

The Group considers that it has an immediate related party relationship with its most significant shareholder (the 
Republic of Croatia) and entities under its control or influence; key management personnel (see below); close 
family members of key management personnel; and entities controlled, jointly controlled or significantly 
influenced by key management personnel and their close family members, in accordance with the definitions 
contained in International Accounting Standard 24 Related Party Disclosures (“IAS 24”).

Transactions with State related parties

Given that its most significant shareholder is the State, the Group is also in a related party relationship with State 
institutions and other companies in which the State is a majority owner or has significant influence. For the 
purposes of related party disclosures, the Group does not consider routine transactions (such as taxes, levies etc.)
with various communal entities (directly or indirectly owned by the State) or with other State bodies to be related 
party transactions.

Significant transactions of the Group with such entities relate to purchase of water and fuel used as a consumable 
in the business operations of the Group, freight rail transport services and supply of electricity. Transactions with 
the Port Authority of Rijeka which is the Grantor of the concession for the primary activity of the Group, other 
those with respect to rent of premises and regular services as presented below, are disclosed in more detail 
separately further in this note. 
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NOTE 31 – RELATED PARTY TRANSACTIONS (CONTINUED)
Transactions with State related parties

Receivables and sales with the State and related parties:

(in thousands of HRK) 2017 2016

Petrokemija d.d.
Sales of services 162 772
Receivables as at 31 December - -
Port Authority of Rijeka
Rent of premises and provision of regular services 1,127 1,858
Receivables as at 31 December 137 113

Commodity reserves directorate
Sales of services 20 -
Receivables as at 31 December - -
Jadrolinija d.d.
Sales of services 78 70
Receivables as at 31 December 12 7
Autotrolej d.o.o.
Sales of services 1,710 1,720
Receivables as at 31 December 2 4
Rijeka promet d.d.
Sales of services 3,839 3,885
Receivables as at 31 December 21 11
Energo d.o.o.
Sales of services 112 54
Receivables as at 31 December 9 22
Croatia insurance Group
Insurance claims 136 385
Receivables as at 31 December 66 50
HEP Group
Sales of services - 243
Receivables as at 31 December - 27
INA Group
Sales of services 229 -
Receivables as at 31 December 28 -
Total sales 7,413 8,305
Total receivables as at 31 December 275 135
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NOTE 31 – RELATED PARTY TRANSACTIONS (CONTINUED)

Transactions with State related parties (continued)

Payables and purchases with the State and related parties:

(in thousands of HRK) 2017 2016

HEP Group
Purchase of electricity 7,835 7,724
Liabilities as at 31 December 1,792 1,738
HŽ Group
Purchase of transport services 7 6
Liabilities as at 31 December 7 -
INA Group
Purchase of fuel 36 36
Liabilities as at 31 December 35 137
Croatia insurance Group
Purchase of insurance policies 1,744 1,982
Liabilities as at 31 December 148 231
Vodovod d.o.o. Labin
Purchase of water services 779 629
Liabilities as at 31 December 91 74
Vodovod i kanalizacija d.o.o. Rijeka
Purchase of water services 1,375 948
Liabilities as at 31 December 137 102
Rijeka Promet d.d.
Purchase of services 13 13
Liabilities as at 31 December - 1
Energo d.o.o.
Purchase of gas 35 47
Liabilities as at 31 December 7 8
Total purchases 11,824 11,372
Total liabilities as at 31 December 2,217 2,290
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NOTE 31 – RELATED PARTY TRANSACTIONS (CONTINUED)

Transactions with subsidiaries

During 2017, the Company purchased goods and services from subsidiaries in the amount of HRK 5,836
thousand (2016: HRK 5,791 thousand) and owed the subsidiaries HRK 897 thousand at 31 December 2017
(2016: HRK 633 thousand). During 2017, the Company sold goods and services to subsidiaries in the amount of 
HRK 118 thousand (2016: HRK 88 thousand) and had outstanding balance receivable from the subsidiaries as at 
31 December 2017 of HRK 1 thousand (2016: HRK 2 thousand).

Transactions with associates

The Group enters into transactions with the associate company Jadranska vrata d.d. where Luka Rijeka d.d. has a
49% ownership interest. Transactions with the associate relating to balances in the statement of financial position 
as at 31 December 2017 and 31 December 2016 and transactions in the statement of comprehensive income for 
the years then ended are as follows:

(in thousands of HRK) 2017 2016

Trade receivables 398 322

Sales revenue and other income 101 1,836

Transactions with the Port Authority of Rijeka

(i) Concession fees 

During 2017, the Group recognized expenditure related to concession fees toward the Port Authority of Rijeka in 
the amount of HRK 7,614 thousand (2016: HRK 7,175 thousand). The concession fees relates to the service 
concession arrangements for the provision of port services in the port of Rijeka, Bakar and Bršica. As at 31 
December 2017, the Group had outstanding payables toward the Port Authority of Rijeka with respect 
concession and related expenses of HRK 474 thousand (2016: HRK 513 thousand).

(ii) Finance leases

As at 31 December 2017, the Group has a finance lease balance payable to the Port Authority of Rijeka with a 
carrying amount of HRK 9,540 thousand (2016: HRK 15,271 thousand) including related interest. The lease 
matures in 2021. During 2017, the Group repaid a total of HRK 3,961 thousand of principal and interest with 
respect to this finance lease (2016: HRK 4,131 thousand).

(iii) Subordinated loan based on the IBRD principal loan

The Group has an outstanding US dollar denominated liability for a subordinated loan toward the Port Authority 
of Rijeka based on a principal loan agreement for financing of infrastructure projects concluded between the Port 
Authority of Rijeka and the International Bank for Reconstruction and Development (“IBRD”). The loan liability 
amounts to HRK 2,715 thousand as at 31 December 2017 (HRK 9,312 thousand as at 31 December 2016) and 
bears a LIBOR based variable interest rate. The Republic of Croatia is the guarantor for the principal loan.
During 2017, the Group repaid a total of HRK 5,636 thousand of principal and interest with respect to this loan 
(2015: HRK 5,878 thousand).

Remuneration to the Management Board members 

Key management of the Group comprises the Management Board and consists of 3 persons (2015: 3 persons).
During 2017, the Group paid out HRK 1,585 thousand to the Management Board (2016: HRK 1,771 thousand)
with respect to gross salaries.
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NOTE 32 – CONTINGENT LIABILITIES AND ASSETS

Exposure to court cases

As at 31 December 2017 there are number of legal proceeding against the Group which stem from regular 
commercial activities and court cases including former employees.

The Group’s exposure to court cases with suppliers as at 31 December 2017 amounts to approximately HRK 152
million (based on claim amounts relating to cases in progress) out of which the Group recognized provisions 
amounting to HRK 6,252 thousand as at 31 December 2017 (2016: HRK 7,365 thousand) in relation to court 
cases where it expects an unfavorable outcome. The remaining exposure relates to court cases with suppliers 
which management believes will not result in losses for the Group out of which a majority relates to a court case 
with a domestic supplier in the amount of HRK 101 million where the Group considers, after consultation with 
legal advisers, that the basis of the court cases is unfounded and does not expect an unfavorable outcome.

The Group’s exposure to court cases with former employees stems mostly from work related injuries and 
amounts to approximately HRK 7 million based on the total amount of claims relating to cases in progress as at 
31 December 2017.

Based on consultation with legal advisors, management applied its judgment as described in more detail in note 
5 and estimated that the legal proceedings the Group is involved in should not give rise to significant losses apart 
from those already provided for as detailed in note 28.

Potential penalties arising from minimal service limits defined in the concession arrangement

According to the concession agreement in place, from 2017 onward the Group is obligated to maintain minimal 
service levels defined in quantities of transshipped cargo and based on the initial business plans submitted to the 
Port Authority of Rijeka at the inception of the agreement. Should the minimal service levels not be met, the Port 
Authority of Rijeka would be entitled to charge concession penalties based on the variance of actual versus 
initially planned service levels. 

Currently, the Group is in the process of finalizing an updated business plan and is actively negotiating with the 
Port Authority of Rijeka with respect to the replacement of the initial business plan with the updated business 
plan. The Group expects that the amendments to the provisions of the concession arrangement relating to the 
updating of business plans will be adopted by the Grantor during 2018 in which case the new business plans will 
be the basis for calculating any eventual penalties arising from minimal service level requirements.

NOTE 33 – CAPITAL COMMITMENTS 

In accordance with the concession agreement currently in place, the extension of the concession period up to 
2042 was granted based on a plan of capital expenditure to be made by the Group during the term of the 
concession in the total amount of EUR 146 million in relation to investments into new port suprastructure, 
infrastructure and port equipment (a total of EUR 86 million of planned expenditure) as well as in relation to 
capital maintenance of concession assets (a total of EUR 60 million of planned expenditure). By end of 2017, the 
Group invested approximately EUR 25.3 million into new port infrastructure and port equipment and a further 
EUR 9.7 million relating to capital maintenance of concession assets, equalling the average annual capital 
expenditure as required by the concession agreement.


