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INFORMATION ON THE COMPANY
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(100.0% from 19 February 2018 until 1 June 2021; 
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MANAGEMENT REPORT

General information

European Lingerie Group AB (the “Parent” and to-
gether with its subsidiaries the “Group”) is a Public 
Limited Liability Company domiciled in Sweden. At 
31 December 2020 the Group had 20 wholly owned 
subsidiaries, a representative office located in Russia 
and a joint venture company located in Latvia.

Type of operations

European Lingerie Group AB is a fully vertically in-
tegrated intimate apparel and lingerie group, which 
produces lace and fabrics for largest lingerie brands 
under Lauma Fabrics brand name, medical textiles 
under Lauma Medical brand name, as well as de-
signs, manufactures and distributes branded premi-
um lingerie garments under Conturelle, Felina and 
Senselle brands. 

The Group is headquartered in Sweden, European 
Union. The Group operates its own production fa-
cilities in Latvia, Hungary, Germany and Belarus. It 
trades in 46 countries and its markets include Ger-
many, Austria, France, Italy, Spain, Belgium, Neth-
erlands, Finland, Denmark, Switzerland, Sweden, 
Norway, Slovakia, Slovenia, Portugal, Poland, Czech 
Republic, Greece, Hungary, UK and Baltic States in 
Europe and USA, Canada, China, Australia and New 
Zealand, Georgia, Iceland, Sri Lanka, Morocco, Israel, 
Lebanon, Russia and CIS countries in the rest of the 
world.

The combined turnover of Group’s entities for 2020 
exceeded EUR 63 million and the combined work-
force was over 1,000 people.

Short description of the Group’s activ-
ities in the reporting year and for the 
period after year end

In December 2019, a new outbreak of coronavirus 
(COVID-19) appeared in Wuhan, China. In the first 
quarter of 2020, the virus spread to other countries 
and has affected practically the whole world. With 
the rapid spread of COVID-19 pandemic around the 
world, an unprecedented healthcare crisis began, 
causing significant disruptions to the operations of 
companies and daily life of people. 

In March 2020, various restrictions came into force in 
many countries to reduce the spread of COVID-19, 
significantly slowing down economic growth. These 

public policy measures, which were and still are 
aimed at limiting the spread of COVID-19, had a sig-
nificant impact on economic activity in many sec-
tors. At the same time, governments introduced var-
ious financial support mechanisms to mitigate the 
economic impact of the COVID-19 pandemic. Also 
European Lingerie Group companies have applied 
for such state aids.

After release of the restrictions and re-opening of 
shops at the end of the second quarter of 2020 and 
throughout the third quarter of 2020, the Group ex-
perienced rather stable recovery of its volumes, but 
when the countries were hit by COVID-19 second 
wave in the middle of Autumn, governments rein-
stated the lock-downs in majority of the countries, 
which is still continuing to various extent in most of 
the Group’s main markets. 

As a result of pandemic, revenue in 2020 for Euro-
pean Lingerie Group was 18.4% lower than in 2019. 
The drop in traditional textile and lingerie products 
was larger, but the Group was able to outweigh part 
of it with additional business from sewing protective 
masks as well as trading imported medical masks 
and respirators. This gave large support to the Group 
in covering its operating costs during the down-time 
period.  

As response measures to the volume drop, the man-
agement initiated several cost saving actions to save 
the profitability and limit losses. These were imple-
mented across all the Group’s companies according 
to the available state supports in the counties of op-
erations and contractual possibilities. The measures 
taken were downtime initiation for the employees, 
reduction of the number of employees where pos-
sible, reduction of production volumes with sub-
contractors to maximize internal capacity utilisation, 
initiation of alternative business opportunities, i.e. 
production of protective masks and selling import-
ed medical masks, cancellation or putting on hold 
of all possible contracts and costs as well as appli-
cation for state subsidies and state supported loans. 
These actions allowed the Group to restart produc-
tion in June 2020 when lock-down measures in the 
countries were fully or partially released and when 
the customers restarted their operations and restart-
ed their orders from the Group, to save costs and 
to continue being normalised EBITDA profitable and 
liquidity stable throughout the whole period. 

Online retail of the Group continued working despite 
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staff capacity limitations on various occasions during 
the lock-down periods and sales increased as com-
pared to the same period last year and stable growth 
was achieved in Dessus-Dessous SAS in 2020. 

As previously announced by the Group on several 
occasions, a lengthy restructuring process of the 
Parent’s bonds was carried out since the end of 
2019. In July 2020, the Group reached an agree-
ment on a standstill with the Bondholder Commit-
tee (representing approximately 64 per cent of the 
Total Nominal Amount of the Bonds) regarding ELG’s 
defaults under the Terms and Conditions as well as 
a cooperation between the ELG and the Bondholder 
Committee to explore and execute a potential re-
structuring of the Group and the Bonds. The initial 
long stop date for the standstill was 30 November 
2020 (the “Standstill Period”), which was later ex-
tended to accommodate the transaction timeline. 

Provided that certain conditions were met, the 
Bondholder Committee agreed to the following un-
dertakings during the Standstill Period:

• not to instruct Intertrust (Sweden) AB (the 
“Agent”) to accelerate the Bonds due to ELG’s 
failure to (a) comply with the Maintenance 
Test covenant starting from Q3 2019, (b) pay 
Interest in respect of the Bonds on the Inter-
est Payment Date for the Interest Period end-
ing on 22 May 2020 and onwards, (c) comply 
with Clause 11.1(a)(i) (Information from the Is-
suer) due to the fact that ELG has not timely 
delivered the Audited Financial Report for the 
financial year 2019 and 2020, and (d) timely 
announce the intra-group transfer of shares of 
Felina GmbH from Felina International AG to 
E|L|B GmbH;

• to waive any breach of (a) Clause 13.4 (Finan-
cial Indebtedness) due to the planned addi-
tional aid loans and (b) Clause 13.8 (Negative 
Pledge) due to the additional security to be 
provided in respect of these loans.

The amendments, extensions and waivers above 
were subject to the Group’s and principal sharehold-
er continued cooperation with Bondholders’ Com-
mittee for finalization of the investment process as 
well as certain milestones being satisfied throughout 
the investment process. 

Furthermore, because of the ongoing restructuring 
process, the Group did not repay its Bonds on 22 
February 2021, which was the original maturity date 
stipulated in the Terms and Conditions. The non-re-
payment of the bonds on the original maturity date 
constituted an Event of Default and any potential 
de-listing of the Bonds from Nasdaq Stockholm 

could result in an Event of Default under the Terms 
and Conditions. The Company restored the listing 
of the Bonds on Nasdaq Stockholm on 23 February 
2021 and upheld it to correspond with the period to 
close the transaction under the concluded Master 
Transaction Agreement. The Bondholder Commit-
tee undertook, during the standstill period, not to in-
struct the Agent to accelerate the Bonds due to any 
such Event of Defaults. 

As a result, in April 2021 the Group and its major 
shareholders signed an agreement with the Bond-
holder Committee, AS Rietumu Banka as a lender 
and its affiliated company RB ELG SIA as an equity 
investor on the restructuring of ELG and its Bonds, 
under which the Bonds are to be repaid with EUR 21 
million in cash and the remaining nominal amount 
of EUR 19 million of the Bonds plus accrued and un-
paid interest to be written down to zero. 

After a competitive bid process during the standstill 
period with several investors showing an interest 
in ELG Group and placing bids on ELG and/or the 
parts of it, it has been concluded by the Bondhold-
er Committee and ELG that the best cash compen-
sation offered is the offer received from the lender 
and the equity investor named above. Considering 
the structure of alternative offers on any alternative 
non-cash compensation offered by other bidders, 
the offer received from the lender and the equity 
investor was also for other reasons considered the 
strongest offer. 

In May 2021, the proposed restructuring was also 
approved by the holders of the Bonds through a 
written procedure in accordance with the Terms 
and Conditions and closed subsequently on 29 June 
2021 as the First Closing with the repayment of the 
Bonds made on 7 July 2021 and on 2 July 2021 as 
the Second Closing. The restructuring included the 
following:

• the equity investor acquired 30% of shares in 
SIA European Lingerie Group (SIA ELG), a sub-
sidiary of European Lingerie Group AB (ELG 
AB), and certain receivables of ELG AB from 
ELG SIA for the total purchase price of EUR 4.5 
million;

• the lender provided a loan to the Group of 
EUR 22.5 million. The loan has been secured 
by an extensive security package over the SIA 
ELG group’s assets (including real estates, as-
sets, machinery, shares, trademarks, receiv-
ables, etc); 

• the proceeds from the loan and the equity in-
vestment amounted to in total EUR 27 million. 
EUR 21 million was used to repay the Bonds, 
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EUR 2 million was used to refinance a bank 
loan issued to the ELG group’s German sub-
sidiary and the remainder of the proceeds is be 
used for working capital needs and transaction 
costs.

Financial result

Net sales of the Group amounted to EUR 63,284 
thousand in 2020 (2019: EUR 77,554 thousand). Its 
core markets were the same as previous year and 
included Germany, Spain, France, Poland, Benelux 
countries, Italy, Baltic countries and CIS countries 
(Russia, Belarus and Ukraine). The decrease in sales 
was mainly a result of COVID-19 outbreak followed 
by partial deferral of orders by customers as well as 
significant reduction of orders during the lock-down 
periods. In addition to that, due to introduction of a 
smaller Felina swimwear collection in 2020, revenue 
of swimwear was also lower than in 2019. 

Reported EBITDA amounted to a loss of EUR 699 
thousand (2019: profit of EUR 8,184 thousand) and 
net result was a loss of EUR 10,517 thousand (2019: 
loss of EUR 220 thousand). Net loss was a result of:

• COVID-19 outbreak and shortfall in revenue 
which made it difficult to cover part of the 
fixed costs. 

• Consulting and legal expenses related to fur-
ther restructuring measures plan preparation 
for the Group as well as accrued costs for po-
tential business model transformation.

• Transaction costs related to renegotiation of 
the Bond Terms and Conditions, establish-
ment and registration of additional collateral 
requested by the bondholders as well as re-
structuring of the bonds through an invest-
ment process. 

• Legal costs related to potential equity and 
debt attraction projects.

• Interest expense related to the amortization of 
transaction costs on bonds issue.

Financial position

At 31 December 2020 consolidated total assets 
amounted to EUR 64,265 thousand representing a 
decrease of 8.7% as compared to the statement of 
financial position at 31 December 2019.

Inventories balance decreased by 18.1% compared 
to the balance at 31 December 2019. The decrease 
was a result of reduction in production volumes to 
align with the current revenue levels as well as op-

timisation of the inventory levels. Also, the results of 
the started improvement measures in the consign-
ment arrangements brought additional improve-
ment in the total inventories balance at the reporting 
date.

Current trade and other receivables decreased by 
25.4% compared to the balance at 31 December 
2019 as a result of lower sales in 12 months 2020. 
Higher allowance for expected credit loss is a result 
of the bad economic cycle statistics applied for the 
calculations in 2020. The Group expects reversals of 
these additional allowances in the coming periods 
when the economic cycle applied to the calculation 
is changed to a normal cycle.

Cash and cash equivalents increased by EUR 4,550 
thousand compared to 31 December 2019 mainly as 
a result of improvements in working capital and ad-
ditional inflows from credit line facilities. 

Loans and borrowings at 31 December 2020 in-
creased by EUR 4,905 thousand compared to 31 
December 2019, which is explained by the increase 
in the utilised credit line facilities and additional leas-
es recognised after renegotiation of lease terms and 
conclusion of new lease agreements for new time 
frames.

Cash flows

Cash generated by operating activities amounted to 
EUR 5,095 thousand in 2020 which was mainly a re-
sult of improvement in working capital after reduc-
tion in inventories and receivables balances. Cash 
was used for payment of trade creditors, interest on 
loans and borrowings and income taxes resulting 
in net cash inflow from operating activities of EUR 
3,679 thousand against net cash inflow of EUR 1,890 
thousand in 2019.

During the reporting year, the Group invested EUR 
626 thousand (2019: EUR 2,921 thousand) into prop-
erty, plant and equipment and intangible assets with 
the largest investments made into Magento platform 
migration project in Dessus-Dessous S.A.S.

Cash flows from financing activities amounted to 
EUR 2,413 thousand in 2020 with proceeds from 
grants and donations being the main source of fi-
nancing.

Further development of the Group

The year 2020 showed that the measures imple-
mented by the Group for recovering lost sales vol-
umes and improving profitability margins start to pay 
back. This further provides solid base to complete 
the investment and restructuring process of the 
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bonds. 

The Group expects to come back to pre-pandem-
ic levels of revenue in the next 1 to 1.5 years, but 
with healthier profitability margins than historically. 
The Group appreciates the support of its custom-
ers, suppliers, employees and financiers. All imple-
mented measures, as well as the general approach 
by the Group and its companies, are targeted at a 
long-term sustainability of the business as well as 
its positioning for the period of revived demand. 
The Group’s business model is based on providing 
high-quality products in relatively short lead times, 
sourced locally. This is the fundament that is stable 
as many short-term disruptions come and go. 

Risks and risk management

The Group works continuously to identify, assess 
and evaluate risks to which the Group is currently 
exposed to, and risks that are probable to occur in 
the foreseeable future. Risks are identified, assessed 
and managed based on the Group’s vision and goals.

Operational risks of the Group are continuously 
evaluated within the daily operations. Management 
related risks are continuously reviewed by manage-
ment and Group management reports to the Board 
of Directors on potential risk issues. The Board of Di-
rectors are responsible to the shareholders for the 
Group’s risk management. 

Identified risks are assessed regarding probability of 
occurrence and impact if occurring. The effective-
ness of existing risk responses (such as safeguards, 
control activities etc.) are regularly assessed. 

Risks can be mitigated through proactive actions, 
such as insurances or legal agreements, and in 
some cases the Group can influence the likelihood 
of a risk-related event occurring. Some risks such 
as those dependent on political decisions, or oth-
er macroeconomic factors, may not be possible to 
eliminate. If a risk is related to events beyond the 
control of the Group, work is aimed at alleviating the 
consequences.

Strategic risks

(i) Corporate governance and policy-related 
risks

The Board of Directors has overall responsibility for 
managing corporate governance and policy-relat-
ed risks. All units of the Group work according to 
a management system that meets the Group’s re-
quirements, guidelines and policies. The rapid com-
munication of appropriate information is safeguard-
ed by following the Group’s management structures 

and policies. Management systems are continuous-
ly being improved, through day-to-day work and 
through regular internal review.

(ii) Business development risks 

Risks associated with business development and 
long-term planning are mainly managed through 
the Group’s cross-functional meeting structure, 
which brings together various departments for de-
cision-making of a strategic and tactical nature. This 
cross-functional meeting structure is long-estab-
lished and is evolving all the time. This process of 
continuous evaluation and adaptation minimises the 
risks of the Group overlooking threats and opportu-
nities and making wrong decisions that may lead to 
its operations not meeting the required standard. It 
also means that the risk of uncertainty and lack of 
clarity concerning the Group’s strategy and busi-
ness development can be managed in a precise and 
efficient way. In addition to this, European Lingerie 
Group continuously investigates new areas that may 
be of interest connected to the future development 
of the Group. 

Operational risks

(i) Market risks

Variations in world financial markets can have a large 
or small impact on real economic cycles and, in turn 
can impact the demand for the Group’s products. 
Markets may temporarily slow down or stand still, 
and local currencies may lose some of their value as 
a result. The extent of fiscal austerity programmes in 
different countries may have a negative impact on 
demand for our products as well.

The Group’s well-diversified sales in more than 40 
countries help to limit the effect of a downturn in 
any given market. In individual markets, substantial 
changes may occur in the business environment in 
respect of the introduction of or increase in customs 
duties and taxes. In addition, different countries’ legal 
systems may have features that affect the Group’s 
ability to carry out operations and sales. The Group 
monitors all of its markets continuously for early 
warning signs, which means the Group can make 
the necessary changes to its marketing strategy.

(ii) Risks in the sales network

Apart from the risks to sales volumes that are linked 
to the market risks described above, there are com-
mercial risks in the sales network for various types of 
contracted relationships. Sales units assume a cred-
it risk in relation to their customers, mainly for the 
goods sold. However, as the Group’s customer base 
is widespread, the risk is limited in relation to each 
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individual customer.

(iii) Supplier risks  

To minimize the impact of production interruptions 
or financial problems among suppliers, the Group 
tries wherever possible to work with more than one 
supplier for critical items.

(iv) People and competence

The technology shift will also require a shift in com-
petence and the Group must act proactively and 
identify future needs before they occur. 

For its future success, the Group is dependent on its 
ability to attract and recruit employees with the right 
expertise, and retain, engage and shift the compe-
tencies of the workforce to ensure that the Group’s 
operations can deliver the required product and 
service quality. Some of the important risks from a 
people management perspective that may affect 
deliveries are:

- Not enough of the right expertise

- Lack of business critical expertise

- Recruitment errors

The Group closely cooperates with a number of 
technical schools to create and recruit necessary 
expertise. The opportunities for professional devel-
opment and career paths within the Group, along 
with individual development plans, attract new em-
ployees and will reduce the risk of losing expertise 
due to external employee turnover.

(v) Information risks

For the Group, it is crucial to handle information in 
a way that enables operations to share and process 
it efficiently and reliably, within the Group and also 
when working together with customers, suppliers 
and other business partners. The main risks that can 
affect information management are:

- Interruptions in critical information systems, 
regardless of the cause

- Strategic or other sensitive information is re-
vealed to an unauthorised person or persons

- Strategic or other sensitive information in 
intentionally or unintentionally changed or 
corrupted

In their day-to-day operations, managers monitor 
the risk level in the respective area of responsibility 
and ensure that all employees are aware of their re-
sponsibilities. 

(vi) Insurable risks

The Group works continuously with the identifica-
tion, analysis and administration of insurable risks, 
both at Group and local level. Insurance policies to 
protect the Group’s goods shipments, assets and 
obligations are arranged in accordance with the 
laws and standards in the country in question. Insur-
ance is obtained only from well-reputed insurance 
companies, whole financial strength is continuously 
monitored. 

Legal risks

The Group concludes numerous commercial and fi-
nancial contracts, which is normal for a company of 
Group’s scale and type. The Group’s operations are 
not dependent on any single commercial or finan-
cial contract. Administration of contracts, essential 
rights and legal risks occur in the normal course of 
operations. All Group’s entities conduct their busi-
ness in accordance with national and international 
laws and regulations, in which they operate.

Financial risks 

Beyond business risks, the Group’s activities expose 
it to a variety of financial risks, including the credit 
risk, liquidity risk, risk of changing interest rates and 
exchange rates. The Group’s management seeks to 
minimize potential adverse effects of financial risks 
on the financial performance of the Group. 

Part of the Group’s borrowings have variable inter-
est rates. The management of the Group regularly 
reviews the significance of this risk and will apply risk 
hedging instruments in order to minimize the effect 
of variable interest rates in case the risk becomes 
high.

The Group is also exposed to the risk of changes in 
foreign exchange rates related to the operating ac-
tivities of E|L|B GmbH Group, when sales and pur-
chases of companies are denominated in a different 
currency from their functional currency. When the 
Group estimates the currency risk to be high for sep-
arate contracts and possible impact to be significant, 
forward exchange contracts are used to hedge the 
risk.

The financial assets, which potentially expose the 
Group to a certain degree of credit risk concentra-
tion are primarily cash, trade receivables, receivables 
from related parties and loans. The Group’s policy 
provides that the goods are sold and services pro-
vided to customers with appropriate credit history. 
For the bank transactions only the local and foreign 
financial institutions with appropriate ranking are ac-
cepted. 

EUROPEAN LINGERIE GROUP AB |  ANNUAL REPORT FOR THE YEAR ENDED 31 DECEMBER 2020



10

The Group pursues a prudent liquidity risk man-
agement maintaining sufficient credit resources 
that allow settling liabilities when they fall due. The 
management of the Group manages the liquidity 
and cash flow risk by maintaining adequate cash 
reserves and securing sufficient financing, by using 
borrowings, credit lines, financial leases and factor-
ing as well as by monitoring forecasted and actual 
cash flows and by matching term structure of finan-
cial assets and liabilities. The Group’s current assets 
exceeded its current liabilities (excluding EUR 39,904 
thousand of bonds liability) by EUR 13,414 thousand. 
The Group has a strong ability to meet its short-term 
obligations. Adjusted current ratio of the Group as at 
31 December 2020 was 1.6 and Quick ratio was 0.8. 
The adjusted ratios exclude EUR 39,904 thousand of 
secured bonds liability from their calculation.

The financial risk management is further disclosed 
in Note 31.

Corporate social responsibility

The Group has special responsibility towards soci-
ety and the environment. Accordingly, in addition to 
economic growth, its corporate strategy and busi-
ness operations are also oriented to ecological and 
social values. For the Group, this responsibility trans-
lates into numerous areas of involvement designed 
to promote the health and professional develop-
ment of employees as well as activities to protect the 
environment and the ecosystem.

The Group continually works with its employees and 
business partners to ensure the sustained success of 
the Group. For this purpose the business strategy fo-
cuses on the long-term enhancement of brand val-
ue, without neglecting the short-term requirements 
of the consumer and capital markets.

The Group acknowledges its responsibility for pre-
serving environment for future generations, aims at 
improving living standards of both its employees and 
people living in the area of the Group’s operations, 
seeks to enhance the quality of goods produced and 
thus commits to the following: 

- Observe both national and international leg-
islation on environment protection. 

- Produce goods with maximum ecological 
efficiency, consume materials and energy 
resources efficiently. 

- Reduce the level of environmental impact 
and waste products by improving current and 
adopting new resource saving, low waste or 
non-waste technologies. 

- Constantly improve employees’ knowledge 

on environment and ecology. 

- Improve current environmental manage-
ment system through its ongoing develop-
ment and performance evaluation. 

The Group acknowledges its responsibility for life 
and health of its employees as well as business part-
ners, aims at improving safety and quality of working 
conditions and thus commits to the following: 

- Observe both national and international leg-
islation on labour rights protection. 

- Guarantee safe working conditions to its em-
ployees: detect and analyse related risks on a 
regular basis; take all possible actions and al-
locate necessary funds to minimize negative 
impact of dangerous and harmful factors in 
the workplace. 

- Constantly improve quality of working con-
ditions and guarantee social support to the 
employees. 

- Use modern equipment and new technolo-
gies to ensure safe working conditions and 
high level of labour productivity. 

- Ensure employees’ satisfaction, motivation 
and dedication by investing in professional 
training and education. 

- Carry out employee performance reviews 
in all business areas in order to identify and 
promote personal development and career 
opportunities for each employee.

Subsequent events 

Refer to Note 38 of these financial statements for 
subsequent events.

Proposed allocation of earnings

Funds in the Parent Company available for distribu-
tion were the following as of 31 December:

In thousands of EUR 2020 2019

Other paid in capital 43,500 43,500

Net income carried forward (4,369) (2,419)

Loss for the year (3,236) (1,950)

Total 35,895 39,131

Board of Directors proposes the following distribu-
tion (in thousands of EUR):

In thousands of EUR 2020 2019

To be carried forward 35,895 39,131

Total 35,895 39,131
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CORPORATE GOVERNANCE REPORT

European Lingerie Group AB (the “Parent” or the 
“Company” and together with its subsidiaries the 
“Group”) maintains a high international standard of 
corporate governance through the clarity and sim-
plicity of its management systems and governing 
documents. Corporate governance at European Lin-
gerie Group is based on the Articles of Association, 
Swedish legislation, in particular the Swedish Com-
panies Act, the Annual Accounts Act and internal 
governing documents. 

This Corporate Governance Report has been pre-
pared in compliance with Chapter 6, Section 7 of the 
Annual Accounts Act.

Shareholders

The Group has one series of shares. All shares have 
equal rights to dividends and the Parent Company’s 
residual assets. The Share Capital amounts to EUR 
60 thousand, all shares are fully paid. The nominal 
value of one share is 1 EUR. Share capital shall be not 
less than EUR 60 thousand, but no more than EUR 
240 thousand.

Each shareholder has the right to participate in the 
shareholders’ meeting and to vote according to the 
number of shares owned. Shareholders who are not 
able to attend in person may exercise their rights by 
proxy. Each shareholder also has the right to have 
items included on the agenda of the meeting, re-
gardless of the number of shares held, provided a 
request has been submitted to the Board of directors 
in sufficient time for the item to be included in the 
notice of meeting.

Through the General Meeting of shareholders, the 
shareholders can exercise their right to decide on 
certain important corporate matters, such as e.g. 
amending the Articles of Association, increasing and 
reducing the share capital, issuing convertible instru-
ments, approving annual reports, deciding the distri-
butions of profit, dissolution, merger or division of 
the Company and certain other matters. The Gener-
al Meeting of shareholders is the highest governing 
body of the Group. In matters which do not relate 
to elections, resolutions may generally be adopted 
by the General Meeting of shareholders by a sim-
ple majority of the votes cast. In the event of a tied 
vote, the chairman of the meeting has the casting 
vote. In an election, the person who receives the 
most votes shall be deemed elected. In the event 
of a tied vote, the election shall be determined by 

the drawing of lots, unless the General Meeting of 
shareholders decides prior to the election that a new 
vote shall be held in the event of a tied vote. How-
ever, certain resolutions may only be adopted by 
qualified majority. For example, a resolution regard-
ing amendment of the Articles of Association is only 
valid where supported by shareholders holding not 
less than two-thirds of both the votes cast and the 
shares represented at the General Meeting of share-
holders. The shareholders’ meeting may not make 
any decision that aims to give undue advantage to 
one shareholder or individual at the disadvantage of 
the company or any other shareholder.

Annual general meeting is held annually within 6 
months after the end of financial year.

Notice of shareholder’s meeting is kept available on 
the Company’s website.

The Board of Directors

The Board of Directors has overall responsibility 
for managing corporate governance, policy-relat-
ed risks, Company’s organisation and managing 
Company’s business. All units of the Group work 
according to a management system that meets the 
Group’s requirements, guidelines and policies. The 
rapid communication of appropriate information is 
safeguarded by following the Group’s management 
structures and policies. Management systems are 
continuously being improved, through day-to-day 
work and through regular internal review.

The Board of Directors consists of 3-7 members, one 
of which is to be appointed chair. The Chairman has 
particular responsibility for leading the work of the 
Board and ensuring that it fulfils its legal obligations. 
The Chairman ensures that the work of the Board is 
carried out timely and efficiently. The duties of the 
Chairman also include being in regular contact with 
and providing support to the Managing Director. 
Among other things, the Chairman is responsible for 
the Board members continuously receiving the in-
formation necessary to monitor the Company’s po-
sition, performance, liquidity, financial planning and 
development, for ensuring that the Board’s decisions 
are executed in an effective manner. 

The Board of Directors shall primarily resolve on is-
sues regarding the Company’s long-term business, 
strategy and issues which, with regard to the scope 
and nature of the Company’s operations, are of an 
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extraordinary character or of a great significance. 
The Board of Directors shall also have a monitoring 
role.

Board members represent competence and op-
erational experience from the lingerie and textile 
business perspective, financial expertise and best 
practice organization development and corporate 
governance. A majority of the members of the Board 
are independent of the Company and its manage-
ment. The Board’s way of working is set forth in the 
Companies Act, the Articles of Association and Rules 
of Board Procedure adopted by the Company. The 
Board is responsible for ensuring that the company 
has good internal controls. The Board is to ensure 
that the Group has formalised routines to ensure 
that approved principles for financial reporting and 
internal controls are applied, and that the Group’s 
financial reports are produced in accordance with 
legislation, applicable accounting standards.

The control is based, among other things, on doc-
umented policies, guidelines, instructions, responsi-
bility distributions and work distributions such as the 
Rules of Board Procedure and instructions for the 
Managing Director.

For the year ended 31 December 2020 Members of 
the Board were as follows:

- Carl Oscar Edgren (from 11 October 2019), 
Chairman of the Board

- Indrek Rahumaa, Chairman of the Board (un-
til 11 October 2019), Member of the Board 
(from 11 October 2019)

- Dmitry Dichkovsky, Member of the Board

Carl Oscar Edgren is a venture capital investor and 
advisor with extensive experience in finance and 
private equity. He served as Associate on the fixed 
income desk at Union Bancaire Privée (UBP), as Vice 
President at FBR Capital Markets, responsible for a 
diverse institutional client base across regions. Most 
recently as Venture Partner at Strenuus Capital, a 
London based family office, before setting up his 
own investment and consultancy company. Over 
the past seven years, he has worked with multiple 
tech start-ups, as well as focusing on expansion 
capital and restructuring of small to mid-sized com-
panies. Carl Oscar holds a BA Hons degree in Eco-
nomics/Finance from University of Westminster and 
University of Miami. He is approved by the UK Finan-
cial Conduct Authority (FCA) since 2003.

Indrek Rahumaa is one of the European Lingerie 
Group’s investors, Managing Director and Member 
of the Board since 2019. Having a Master’s Degree in 

Finance (Stockholm School of Economics) together 
with the extensive industry knowledge and know-
how he has helped the Group to develop and gain 
its current market positions. Previously Indrek Rahu-
maa was a founding member and a partner of Baltic 
Cresco Investment Group AS, a founding member 
of Tallinn Stock Exchange and served as the CFO for 
the Estonian national air carrier Estonian Air. He has 
also served as a member of the Listing Committee of 
the OMX Tallinn Stock Exchange and has served on 
the Boards of Mieszko and Silvano Fashion Group. 
Before, he was the Chairman of the Board of Alta 
Capital Partners, a Baltic and CEE investment group. 
Indrek was a Chairman of the Board until 11 October 
2019, when he stepped in as an active CEO of the 
Group and moved to the Board Member position. 
Carl Oscar Edgren was elected a new Chairman. 

Shareholding in European Lingerie Group AB: 42,213 
shares indirectly.

Dmitry Ditchkovsky has obtained broad knowledge 
and professional experience in the fashion industry 
(lingerie manufacturing and retailing) in CIS and Bal-
tic countries. Previously Dmitry was a board member 
of Silvano Fashion Group during its formation and 
reverse take-over and a long time General Director 
of SP ZAO Milavitsa, the largest lingerie company 
in CIS, a core subsidiary of Silvano Fashion Group. 
Before that he established and ran the first private 
business school in Belarus, IPM Business School as 
a co-founder and a President. Dmitry has obtained 
a Master’s degree in Economics at Belarus State 
Economic University, PhD in Economics from the 
National Academy of Sciences and MBA from Uni-
versity of New Brunswick (Canada). He has attended 
numerous executive training and professional devel-
opment courses in Europe and USA, as well as pub-
lished more than 20 studies on economics and man-
agement topics. Dmitry is Member of Board of the 
Company since 2018. Other current commitments 
of importance: Member of the Board of Directors of 
Tsentroenergomontazh, JSC and Chairman of the 
Board of Directors of IPM Business School, Minsk.

Managing Director

The Managing Director is responsible for the Com-
pany’s day-to-day management. Matters of an un-
usual nature or of exceptional importance due to 
their scope and the nature of the Company’s busi-
ness are not considered part of the day-to-day man-
agement.

The Managing Director must prepare and present is-
sues that are outside the scope of day-to-day man-
agement to the Board of Directors. The Board may 
provide written instructions on when and how the 
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required information is to be collected and reported 
to the Board.

The Managing Director is subordinate to the Board 
of Directors. The Board may instruct the Managing 
director on how day-to-day management issues are 
to be handled or decided. The Managing Director is 
obliged to follow the instructions given by the Board. 
The Board itself may also decide on matters that are 
a part of day-to-day management. The Managing 
Director of the Company is a member of the Board 
but not its chair. Irrespective of whether the Man-
aging Director is a Member of the Board, he has the 
right to attend and speak at Board meetings provid-
ing that the Board does not decide otherwise in a 
particular circumstance.

Peter Partma served as a Managing Director until 11 
October 2019, and was replaced by Indrek Rahumaa 
from that date.

Auditors

The Group’s auditors are appointed by the share-
holders’ meeting to examine the annual accounts 
and accounting practices and to review the Board’s 
and the Managing Director’s management of the 
Company. Auditors are also to examine the consoli-
dated accounts. Auditors are given their assignment 
by, and are obliged to report to, the owners, and they 
must not allow their work to be governed or influ-
enced by the Board or the executive management.

Auditors present their reports to the owners at the 
Annual General Meeting in the annual audit report. 
The audit report contains a statement on whether 
the annual report has been compiled in accordance 
with the relevant legislation. If the annual report 
does not include items that are required by the rele-
vant legislation, auditors must state this and, if pos-
sible, provide the necessary information in the audit 
report.

Auditors is also obliged to report if any Member of 
the Board or the Managing Director has carried out 
any action or committed any oversight that may re-
sult in liability for damages. The same applies if au-
ditors have found that any Member of the Board or 
the Managing Director has acted in any other way 
that is in breach of the relevant legislation on annual 
accounts.

Ernst & Young AB was elected to be the auditor of 
the Group for the year ended 31 December 2020. 
Ernst & Young AB had been the auditor of the Group 
during previous year.
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SUSTAINABILITY REPORT

Sustainability report has been prepared in accor-
dance with the requirements in the Annual Accounts 
Act. 

The report has been approved on July 28, 2021 and 
can be found at the Group’s website: 
www.elg-corporate.com
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In thousands of EUR Note 2020 2019

Revenue 7,8 63,284 77,554

Other operating income 9                3,630 2,431

Changes in inventories of finished goods and work in progress                   207 1,819

Raw materials and services 10            (25,818) (29,615)

Employee benefits expense 11            (24,034) (26,089)

Depreciation, amortisation and impairment of intangible assets 16, 17, 18              (4,011) (4,131)

(Impairment loss)/reversal of impairment loss on trade and other 
receivables

31 (ii)                 (270) 194

Other operating expenses 12            (17,698) (18,110)

Operating profit (4,710) 4,053

Finance income 13                2,114 455

Finance costs 14              (6,376) (4,607)

Net finance costs              (4,262) (4,152)

Loss before income tax (8,972) (99)

Income tax expense 15              (1,545) (121)

Loss for the year attributable to owners of the Parent Company            (10,517) (220)

Other comprehensive income

Items that will not be reclassified to profit or loss

Remeasurements of net employee defined benefit liability 26 (111) 227

Related income tax 15 (93) (70)

(204) 157

Items that are or may be reclassified subsequently to profit or loss

Foreign operations – foreign currency translation differences (992) 116

(992) 116

Other comprehensive income, net of tax (1,196) 273

Total comprehensive income (11,713) 53

Consolidated statement of profit or loss and other 
comprehensive income

For the period ended 31 December

The accompanying notes on pages 21 to 75 form an integral part of these financial statements.

These financial statements were approved by the Board of Directors on 28 July 2021 and signed by

Stockholm, 28 July 2021

Carl Oscar Edgren

Chairman of the Board

Dmitry Ditchkovsky

Board member

Indrek Rahumaa

Board member
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In thousands of EUR Note 2020 2019

Assets

Property, plant and equipment 16               9,533 11,066

Right-of-use assets 17               4,709 4,306

Intangible assets 18             14,049 14,573

Deferred tax assets 15                  709 1,926

Other receivables 21                  651 717

Total non-current assets 29,651 32,588

Inventories 20             16,773 20,471

Current tax assets                  159 280

Trade and other receivables 21 11,084 14,854

Contract assets 8 26 29

Prepayments 657 799

Cash and cash equivalents 22 5,915 1,365

Total current assets 34,614 37,798

Total assets 64,265 70,386

Equity 

Share capital 23 60 60

Reserves 23 (1,208) (216)

Retained earnings (6,313) 4,408

Total equity attributable to equity holders of the parent (7,461) 4,252

Liabilities

Loans and borrowings 28 3,552 2,666

Net employee defined benefit liability 26 3,258 3,336

Deferred income 30                  385 449

Provisions 27                  158 221

Other payables 29                    68 92

Deferred tax liabilities 15               3,201 2,983

Total non-current liabilities             10,622 9,747

Loans and borrowings 28 48,349 44,330

Trade and other payables 29 9,478 11,513

Contract liabilities 8                  320 192

Current tax liabilities                  168 191

Provisions 27               2,687 46

Deferred income 30                  102 115

Total current liabilities             61,104 56,387

Total liabilities             71,726 66,134

Total equity and liabilities 64,265 70,386

Consolidated statement of financial position

As at 31 December
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Board member
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Consolidated statement of changes in equity

Attributable to owners of the Parent Company
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For the period ended 31 December 2020

The accompanying notes on pages 21 to 75 form an integral part of these financial statements.

These financial statements were approved by the Board of Directors on 28 July 2021 and signed by

Stockholm, 28 July 2021

Carl Oscar Edgren

Chairman of the Board

Dmitry Ditchkovsky

Board member

Indrek Rahumaa

Board member

In thousands of EUR Note Share  capital Translation reserve Retained earnings Total equity

Balance at 31 December 
2018

60 (332)                  5,086              4,814

Total comprehensive 
income

Loss for the period - - (220) (220)

Other comprehensive 
income

- 116 157 273

Total comprehensive 
income

- 116 (63) 53

Contributions and 
distributions

Equity-settled share-based 
payment

37 - - (615) (615)

Total contributions and 
distributions

- - (615) (615)

Balance at 31 December 
2019

60 (216) 4,408 4,252

Total comprehensive 
income

Loss for the period - -          (10,517)          (10,517)

Other comprehensive 
income

- (992)                (204)             (1,196)

Total comprehensive 
income

- (992)          (10,721)          (11,713)

  

Balance at 31 December 
2020

60 (1,208)          (6,313)             (7,461)
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In thousands of EUR Note 2020 2019

Cash flows from operating activities

Loss for the reporting year            (10,517) (220)

Adjustments for:  

Depreciation 16, 17                3,073 3,224

Amortization 18                   717 725

Impairment losses on goodwill 18                   221 182

(Reversal of) impairment losses on trade and other receivables 31 (ii)                   270 (194)

Income from government grants 9              (2,649) (226)

Finance income 13                    (50) (51)

Finance costs 14                4,379 4,228

Foreign exchange gains 13              (2,064) (404)

Foreign exchange losses 14                1,997 379

Gain on bargain purchase 9 - (22)

Gain on disposal of subsidiary 9 - (217)

Net loss on disposal of property, plant and equipment, intangible 
assets

9, 12                      55 71

Equity-settled share-based payment transactions 37                         - (615)

Gain on termination of lease agreement (24) (1)

Income tax expense 15                1,545 121

  

Changes in:

Inventories                3,698 (1,463)

Contract assets                        3 (3)

Trade and other receivables                4,037 (745)

Prepayments 142 140

Trade and other payables              (2,234) 1,411

Contract liabilities                   128 (100)

Provisions                2,578 (57)

Net employee defined benefit liability                 (210) (302)

Cash generated from operating activities                5,095 5,861

 

Interest paid              (1,344) (3,585)

Income taxes paid                    (72) (386)

Net cash from operating activities                3,679 1,890

Cash flows from investing activities

Interest received                      31 6

Proceeds from sale of property, plant and equipment and intangible 
assets

 32 56

Proceeds from repayment of loans issued                      26 74

Cash disposed on disposal of subsidiary 33                 - (2)

Acquisition of subsidiary net of cash acquired 32                 (51) (228)

Acquisition of property, plant and equipment and intangible assets (626) (2,921)

Deposits placed in restricted accounts (100) -

Net cash used in investing activities (688) (3,015)

Consolidated statement of cash flows

For the period ended 31 December
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In thousands of EUR Note 2020 2019

Cash flows from financing activities

Proceeds from loans and borrowings 28                   647 166

Change in bank overdraft 28                1,210 1,573

Repayment of loans and borrowings 28                    (54) -

Payment of lease liabilities 28              (1,313) (1,299)

Proceeds from sale and leaseback transaction 28                         - 595

Proceeds from grants and donations                2,536 13

Factoring paid 28 (613) (77)

Net cash from financing activities                2,413 971

Net increase/(decrease) in cash and cash equivalents                5,404 (154)

Cash and cash equivalents at 1 January 22                1,365 1,335

Effect of movement in exchange rates on cash held                 (854) 184

Cash and cash equivalents at 31 December 22                5,915 1,365

Consolidated statement of cash flows 
(continued)

For the period ended 31 December
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Carl Oscar Edgren

Chairman of the Board

Dmitry Ditchkovsky

Board member

Indrek Rahumaa

Board member
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NOTES TO THE FINANCIAL 
STATEMENTS
1. Reporting entity

European Lingerie Group AB (the “Parent”) is a Pub-
lic Limited Liability Company domiciled in Sweden, 
register code 559135-0136. The legal and post-
al address of the Company is C/O Rödl & Partner 
Nordic AB, Drottninggatan 95 A, Stockholm, 113 60 
Sweden. These consolidated financial statements 
comprise the Parent and its subsidiaries (together 
referred to as the “Group”). The subsidiary compa-
nies consolidated with the Parent are detailed in 
Note 3.1 (i). 

The Group is primarily involved in manufacturing, 
processing, wholesale and retail of textiles and 
lingerie products. At 31 December 2020, 70.35% 
of the Company’s shares were owned by Helike 
Holdings OU, 25.55% - by Bryum Capital Ltd, 1.80% 
- by SIA Silver Invest, 1.60% - by Pohja-Balti Usal-
dusfond, 0.40% - by Tuida Holding AB and 0.30% 
- Amorvero Holding OU. Helike Holdings OU was 
the ultimate Parent of the Group at 31 December 
2020. The ultimate beneficial owners of the Group 
are Indrek Rahumaa and John Anthony Bonfield.

2. Basis of preparation

2.1 Statement of compliance

The consolidated financial statements have been 
prepared in accordance with International Finan-
cial Reporting Standards as adopted by the Euro-
pean Union (IFRSs) and RFR 1 issued by the Swed-
ish Financial Reporting Board. The consolidated 
financial statements were authorised for issue by 
the Board of Directors on 28 July 2021. The con-
solidated statement of profit or loss and other 
comprehensive income and consolidated state-
ment of financial position, and the parent compa-
ny statement of profit or loss and other compre-
hensive income and statement of financial position 
will be subject to approval by the annual general 
meeting. The owners have the right to reject the 
consolidated financial statements prepared and is-
sued by management and the right to request that 
new consolidated financial statements are issued. 
These are consolidated financial statements pre-
pared for statutory purposes. 

The preparation of financial statements in confor-
mity with IFRSs requires the use of certain critical 
accounting estimates and requires Management to 

exercise its judgment in the process of applying the 
Group’s accounting policies. It also requires the use 
of assumptions that affect the reported amounts of 
assets and liabilities and disclosure of contingent 
assets and liabilities at the date of the financial 
statements and the reported amounts of revenues 
and expenses during the reported period. Although 
these estimates are based on Management’s best 
knowledge of current events and actions, actual 
results may ultimately differ from those estimates. 
For additional details on the principal sources of 
estimation uncertainty, refer to Note 4 on Use of 
judgments and estimates.

2.2 Basis of measurement

The consolidated financial statements have been 
prepared on the historical cost basis except for the 
following items, which are measured on an alter-
native basis at the reporting date.

Items Measurement bases Note

Net employee de-
fined benefit liability

Fair value of plan as-
sets less the present 
value of the defined 
benefit obligation

26

2.3 Functional and presentation currency

These consolidated financial statements are pre-
sented in euro, which is the Parent’s functional 
currency. All amounts have been rounded to the 
nearest thousand, unless otherwise indicated. 

2.4 Going concern basis of accounting

These consolidated financial statements have been 
prepared on a going concern basis, which assumes 
that the Group will be able to continue as a going 
concern, including to pay its debts as and when 
they fall due. The management assessed the im-
pact of the COVID-19 outbreak on the Group’s op-
erations in 2020 and 2021 and concluded that it 
does not affect the Group’s ability to continue as 
a going concern. For more details on going con-
cern considerations refer to Note 24, for details on 
Covid-19 impact on the Group refer to Note 38 .

3. Significant accounting policies

The accounting policies set out below have been 
applied consistently in the periods presented in 
these consolidated financial statements.
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The accounting policies have been applied consis-
tently by Group entities.

3.1 Basis of consolidation

(i) Subsidiaries

Subsidiaries are entities controlled by the Group. 
The Group ‘controls’ an entity when it is exposed 
to, or has rights to, variable returns from its in-
volvement with the entity and has the ability to 
affect those returns through its power over the 
entity. The financial statements of subsidiaries are 

included in the consolidated financial statements 
from the date that control commences until the 
date that control ceases. The reporting periods and 
dates of the financial statements of the Parent and 
the subsidiaries correspond to the reporting period 
and date of the consolidated financial statements. 
The accounting policies of subsidiaries have been 
changed when necessary to align them with the 
policies adopted by the Group.

The structure of the Group at 31 December 2020 
is presented below:
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The list of Parent’s subsidiaries included in the consolidated financial statements was as follows:

Subsidiary
Place of incorpora-
tion and operations

Proportion of ownership 
interest at

Principal activity
31 December 

2020
31 December 

2019

SIA European Lingerie Group (previously 
AS European Lingerie Group)

Latvia 100% 100% Holding Company

LSEZ Lauma Fabrics SIA Latvia 100% 100%
Production and 

wholesale

LE Textile GmbH Germany 100% 100%
Knitting and design 

development

Textile Dyehouse GmbH Germany 100% 100%
Dyeing and finishing 

services

E|L|B GmbH Germany 100% 100% Holding Company

Felina Internationl AG Switzerland 100% 100% Holding Company

Felina Italia S.r.l. Italy 100% 100% Wholesale

Felina France S.a r.l. France 100% 100% Wholesale

Felina GmbH Germany 100% 100%
Production and 

wholesale

Brigitte Wäschevertriebs GmbH Germany 100% 100% Retail

Felina Espana S.L. Spain 100% 100% Wholesale

Felina Hungaria Kft. Hungary 100% 100%
Production and 

wholesale

Felina Polska Sp. z o.o. Poland 100% 100% Retail and wholesale

Felina ČR spol. s.r.o. Czech Republic 100% 100% Wholesale

Felina Portugal S.A. Portugal 100% 100% Wholesale

Conturelle Inc. USA 100% 100% Wholesale

AO Avangard Russia 100% 100% Wholesale

Dessus-Dessous S.A.S France 100% 100% Online retail

Senselle OOO Belarus 100% 100%
Production and 

wholesale

LSEZ Lauma Medical SIA Latvia 100% 100%
Production and 

wholesale

Senselle OOO

On 2 January 2019 European Lingerie Group AB 
acquired Senselle OOO, which was consolidated 
into the Group starting from 1 January 2019. For 
more information on acquisition of the subsidiary 
see Note 32.

Brafetch GmbH

Brafetch GmbH was established by European Lin-
gerie Group AB on 29 January 2019 and was con-
solidated into the Group starting from that date. 

The Company is involved in the implementation 
of the omni-channel strategy of the Group. On 
14 June 2019, European Lingerie Group AB sold 
Brafetch GmbH, a wholly owned subsidiary. For 
more information see Note 33.

SIA SistersOf Production

SIA SistersOf Production was established by 
Brafetch GmbH on 26 March 2019 and was con-
solidated into the Group starting from that date. 
The Company is involved in photo and video con-
tent production for the Group companies and third 
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parties. On 14 June 2019, SIA SistersOf Production 
was disposed by the European Lingerie Group AB 
as a result of Brafetch GmbH sale.

LSEZ Lauma Medical SIA

LSEZ Lauma Medical SIA was established by LSEZ 
Lauma Fabrics SIA on 30 May 2019 and was con-
solidated into the Group starting from that date. 
The Company is involved in production and 
wholesale of medical textiles under Lauma Med-
ical brand name.

(ii) Transactions eliminated on consolidation

Intra-group balances and transactions, and any 
unrealised income and expenses arising from in-
tra-group transactions, are eliminated in preparing 
the consolidated financial statements. Unrealised 
gains arising from transactions with equity-ac-
counted investees are eliminated against the in-
vestment 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.

(iii) Business combinations 

The Group accounts for business combinations us-
ing the acquisition method when control is trans-
ferred to the Group. The consideration transferred 
in the acquisition is measured at fair value, which 
is calculated as the sum of the acquisition date fair 
values of the assets transferred by the Group, lia-
bilities incurred by the Group to the former owners 
of the acquiree and the equity interests issued by 
the Group in exchange for control of the acquiree. 
Acquisition related costs are recognised in profit or 
loss as incurred.

Any goodwill that arises is tested annually for im-
pairment and carried at cost less accumulated im-
pairment losses. Any gain on a bargain purchase is 
recognised in profit or loss immediately.

The consideration transferred does not include 
amounts related to the settlement of pre-existing 
relationships. Such amounts are generally rec-
ognised 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, other 
contingent consideration is remeasured at fair val-
ue at each reporting date and subsequent changes 
in the fair value of the contingent consideration 
are recognised in profit or loss. 

(iv) Transactions under common control

The Group accounts for transactions under com-
mon control using pooling of interest method.

(v) Loss of control

When the Group loses control over a subsidiary, it 
derecognises the assets and liabilities of the sub-
sidiary, and any related non-controlled interest 
and other components of equity. Any resulting 
gain or loss is recognised in profit or loss. 

(vi) Interests in equity-accounted investees

The Group’s interests in equity-accounted invest-
ees comprise interests in joint ventures. A joint 
venture is an arrangement in which the Group has 
joint control, whereby the Group has rights to the 
net assets of the arrangement, rather than rights to 
its assets and obligations for its liabilities.

Interests in joint ventures are accounted for using 
the equity method. They are initially recognised at 
cost, which includes transaction costs. Subsequent 
to initial recognition, the consolidated financial 
statements include the Group’s share of the profit 
or loss and other comprehensive income of eq-
uity-accounted investees, until the date on which 
joint control ceases. If the equity-accounted in-
vestee’s net assets are negative, the investee re-
ports net loss and the Group has no commitment 
to make additional contributions into the capital of 
the investee, the Group’s share of profit or loss and 
other comprehensive income equals zero.

3.2 Segment reporting

Operating segments are reported in a manner 
consistent with the internal reporting provided 
to the chief operating decision-maker. The chief 
operating decision-maker, who is responsible for 
allocating resources and assessing performance 
of the operating segments, has been identified as 
Management Board of the Parent company. Fur-
ther details on operating segments are disclosed 
in Note 7.

3.3 Foreign currency 

(i) Presentation currency

The Group consolidated financial statements are 
presented in euro, the functional currency of the 
Parent.

(ii) Foreign currency transactions

Transactions in foreign currencies are translated 
into the respective functional currencies of Group 
companies at the exchange rates at the dates of 
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the transactions. 

Monetary assets and liabilities denominated in 
foreign currencies at the statement of financial 
position date are translated into the functional 
currency at the exchange rate ruling at that date. 
Non-monetary assets and liabilities that are mea-
sured based on historical cost in a foreign currency 
are translated at the exchange rate at the date of 
the transaction. Foreign currency differences are 
recognised in profit or loss and presented within 
finance income and finance costs.

Exchange rates published by the European Central 
Bank for CHF, PLN, HUF, CZK, USD, RUB and by the 
National Bank of the Republic of Belarus for BYN 
were as follows:

31 December 2020 Average for 2020

1 EUR/CHF 1.0802 1.0705

1 EUR/PLN 4.5597 4.4430

1 EUR/HUF 363.8900 351.2500

1 EUR/CZK 26.2420 26.4550

1 EUR/USD 1.2271 1.1422

1 EUR/RUB 91.4671 82.7248

1 EUR/BYN 3.1680 2.7758

31 December 2019 Average for 2019

1 EUR/CHF 1.0854 1.1124

1 EUR/PLN 4.2568 4.2976

1 EUR/HUF 330.5300 325.3000

1 EUR/CZK 25.4080 25.6700

1 EUR/USD 1.1234 1.1195

1 EUR/RUB 69.9563 72.4553

1 EUR/BYN 2.3524 2.3418

(iii) Foreign operations

The assets and liabilities of foreign operations, are 
translated to euro at the exchange rates at the 
reporting date. Income and expenses of foreign 
operations, are translated to euro at average ex-
change rates for the reporting period.

Foreign currency differences are recognised in 
other comprehensive income and presented in the 
translation reserve.

When a foreign operation is disposed of in its en-
tirety or partially such that control, significant influ-
ence or joint control is lost, the cumulative amount 
in the translation reserve related to that foreign op-
eration is reclassified to profit or loss as part of the 
gain or loss on disposal. 

3.4 Revenue from contracts with customers

(i) Types of revenue

The Group generates revenue primarily from the 
sale of textiles and lingerie products. The Group is 
also involved in provision of cutting and garment 
sewing services as well as in provision of fabrics 
dyeing and finishing services. Other minor reve-
nue streams come from commissions and licence 
rights.

Sale of goods – wholesale

The Group sells textiles and lingerie products 
through wholesale. 

Revenue from contracts with customers is rec-
ognised when control of the goods is transferred 
to the customer at an amount that reflects the 
consideration to which the Group expects to be 
entitled in exchange for those goods. The Group 
controls the goods before transferring them to the 
customer, which generally occurs when the goods 
are collected from the seller’s premises by the cus-
tomer. The normal credit term ranges from 10 to 
180 days upon goods shipment from the ware-
house.

The Group considers whether there are other 
promises in the contract that are separate per-
formance obligations to which a portion of the 
transaction price needs to be allocated. In deter-
mining the transaction price for the sale of goods, 
the Group considers the effects of variable con-
sideration, the existence of significant financing 
components, and consideration payable to the 
customer (if any).

Sale of goods – retail

The Group operates a chain of retail stores and an 
online store selling lingerie ready garments.

Revenue from the sale of goods is recognised 
when the Group sells a product to the customer 
and customer takes delivery of the product, which 
occurs at the same time. Payment of the transac-
tion price is due immediately when the customer 
purchases the goods and takes delivery.

Rendering of services

The Group is involved in provision of cutting and 
garment sewing services as well as in provision of 
fabrics dyeing and finishing services. Revenue from 
services rendered is recognised in proportion to 
the stage of completion of the transaction at the 
reporting date. The stage of completion is assessed 
by reference to surveys of work performed.

EUROPEAN LINGERIE GROUP AB |  ANNUAL REPORT FOR THE YEAR ENDED 31 DECEMBER 2020



26

Commission income

The Group acts as an agent in promoting sales 
transactions on behalf of third parties within a par-
ticular territory in such a way that the Group pro-
motes goods of third parties and obtains orders at 
the terms and conditions indicated by third parties. 
The Group does not conclude sale and purchase 
transactions, those are concluded by the third par-
ty and customer directly. For the activities carried 
out the Group receives a commission income as a 
percentage of revenue earned by third party from 
orders obtained by the Group. Revenue from com-
mission income is recognised by the Group when 
the goods are sold by the third party to the cus-
tomer.

License income

The Group grants a right to third parties to use 
its registered brand name Shelina to sell goods, 
branded with this name, for the remuneration. 
Revenue is recognised as a percentage of revenue 
earned from the sale of Shelina branded goods.

Transportation income

The Group arranges in some cases for the deliv-
ery of goods for its customers at its own cost and 
afterwards recharges those transportation costs to 
customers. The Group acts as an agent in these 
transactions. No margin or commission is earned 
on top of the costs recharged. Transportation in-
come earned is offset against respective trans-
portation costs which are recognised as ‘storage, 
transportation and packaging’ within ‘other oper-
ating expenses’ line item of the statement of profit 
or loss and OCI.

(ii) Variable consideration

If the consideration in a contract includes a vari-
able amount, the Group estimates the amount of 
consideration to which it will be entitled in ex-
change for transferring the goods to the customer. 
The variable consideration is estimated at contract 
inception and constrained until it is highly probable 
that a significant revenue reversal in the amount 
of cumulative revenue recognised will not occur 
when the associated uncertainty with the variable 
consideration is subsequently resolved. Some con-
tracts for the sale of goods provide customers with 
a right of return and volume rebates. The rights 
of return and volume rebates give rise to variable 
consideration.

Rights of return

Certain contracts in lingerie segment provide a 
customer with a right to return the goods within 

a specified period. The Group uses the expected 
value method based on historic experience to es-
timate the goods that will not be returned because 
this method best predicts the amount of variable 
consideration to which the Group will be entitled. 
The requirements in IFRS 15 on constraining esti-
mates of variable consideration are also applied in 
order to determine the amount of variable con-
sideration that can be included in the transaction 
price. For goods that are expected to be returned, 
instead of revenue, the Group recognises a refund 
liability. A right to recover returned goods (and a 
corresponding adjustment to cost of sales) is also 
recognised for the right to recover products from 
a customer. 

Volume rebates

The Group provides retrospective volume rebates 
to certain customers once the quantity of products 
purchased during the period exceeds a threshold 
specified in the contract. Rebates are offset against 
amounts payable by the customer. To estimate the 
variable consideration for the expected future re-
bates, the Group applies the most likely amount 
method for contracts with a single-volume thresh-
old and the expected value method for contracts 
with more than one volume threshold. The se-
lected method that best predicts the amount of 
variable consideration is primarily driven by the 
number of volume thresholds contained in the 
contract. The Group then applies the requirements 
on constraining estimates of variable consideration 
and recognises a refund liability for the expected 
future rebates.

(iii) Significant financing component

The Group sometimes receives short-term ad-
vances from its customers. Using the practical ex-
pedient in IFRS 15, the Group does not adjust the 
promised amount of consideration for the effects 
of a significant financing component if it expects, 
at contract inception, that the period between the 
transfer of the promised good or service to the 
customer and when the customer pays for that 
good or service will be one year or less.

(iv) Contract balances

Contracts assets

A contract asset is the right to consideration in 
exchange for goods or services transferred to the 
customer. If the Group performs by transferring 
goods or services to a customer before the cus-
tomer pays consideration or before payment is 
due, a contract asset is recognised for the earned 
consideration that is conditional.
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Trade receivables

A receivable represents the Group’s right to an 
amount of consideration that is unconditional (i.e., 
only the passage of time is required before pay-
ment of the consideration is due). Refer to ac-
counting policies of financial assets in Note 3.14 
for more details.

Contract liabilities

A contract liability is the obligation to transfer 
goods or services to a customer for which the 
Group has received consideration (or an amount of 
consideration is due) from the customer. If a cus-
tomer pays consideration before the Group trans-
fers goods or services to the customer, a contract 
liability is recognised when the payment is made 
or the payment is due (whichever is earlier). Con-
tract liabilities are recognised as revenue when the 
Group performs under the contract.

(v) Assets and liabilities arising from right of 

return

Right of return assets

Right to recover returned goods asset represents 
the Group’s right to recover the goods expected to 
be returned by customers. The asset is measured at 
the former carrying amount of the inventory, less 
any expected costs to recover the goods, including 
any potential decreases in the value of the returned 
goods. The Group updates the measurement of 
the asset recorded for any revisions to its expected 
level of returns, as well as any additional decreas-
es in the value of the returned products. The right 
to recover returned goods is included in inventory 
(see Note 20).

Refund liabilities

A refund liability is the obligation to refund some 
or all of the consideration received (or receivable) 
from the customer and is measured at the amount 
the Group ultimately expects it will have to return 
to the customer. The Group updates its estimates 
of refund liabilities (and the corresponding change 
in the transaction price) at the end of each report-
ing period. Refer to above accounting policy on 
variable consideration. The refund liability is in-
cluded in trade and other payables (see Note 29).

3.5 Employee benefits

(i) Short-term employee benefits

Short-term employee benefits are expensed as the 
related service is provided. A liability is recognised 
for the amount expected to be paid if the Group 
has a present legal or constructive obligation to 

pay this amount as a result of past service provided 
by the employee and the obligation can be esti-
mated reliably.

(ii) Defined contribution plans

Obligations for contributions to defined contribu-
tion pension plans are recognised as an employ-
ee benefit expense in profit or loss in the periods 
during which services are rendered by employees. 
Prepaid contributions are recognised as an asset to 
the extent that a cash refund or a reduction in fu-
ture payments is available.

(iii) Defined benefit plans

The Group’s net obligation in respect of defined 
benefit pension plans is calculated separately for 
each plan by estimating the amount of future ben-
efit that employees have earned in return for their 
service in the current and prior periods, discount-
ing that amount and deducting the fair value of any 
plan assets. 

The calculation of defined benefit obligations is 
performed annually by a qualified actuary using 
the projected unit credit method. When the calcu-
lation results in potential asset for the Group, the 
recognised asset is limited to the present value of 
economic benefits available in the form of any fu-
ture refunds from the plan or reductions in future 
contributions to the plan. To calculate the present 
value of economic benefits, consideration is given 
to any applicable minimum funding requirements.

Remeasurements of the net defined benefit liabil-
ity, which comprise actuarial gains and losses, the 
return on plan assets (excluding interest) and the 
effect of asset ceiling (if any, excluding interest), 
are recognised immediately in other comprehen-
sive income. The Group determines the net inter-
est expense (income) on the net defined benefit 
liability (asset), taking into account any changes in 
the defined benefit liability (asset) during the period 
as a result of contributions and benefit payments. 
Net interest expense and other expenses related 
to defined benefit plans are recognised in profit or 
loss within finance income/costs.

When the benefits of a plan are changed or when 
a plan is curtailed, the resulting change in benefit 
that relates to past service or the gain or loss on 
curtailment is recognised immediately in profit or 
loss. The Group recognises gains and losses on the 
settlement of a defined benefit plan when the set-
tlement occurs.

3.6 Share-based payment arrangements

The cost of equity-settled transactions is deter-
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mined by the fair value at the date when the grant 
is made using an appropriate valuation model.

The grant-date fair value of equity-settled share-
based payment arrangements is recognised as an 
expense, with a corresponding increase in equity, 
over the period in which the service and, where 
applicable, the performance conditions are ful-
filled (the vesting period). The cumulative expense 
recognised for equity-settled transactions at each 
reporting date until the vesting date reflects the ex-
tent to which the vesting period has expired and 
the Group’s best estimate of the number of equity 
instruments that will ultimately vest. 

Service and non-market performance conditions 
are not taken into account when determining the 
grant date fair value of awards, but the likelihood 
of the conditions being met is assessed as part of 
the Group’s best estimate of the number of equity 
instruments that will ultimately vest. Market per-
formance conditions are reflected within the grant 
date fair value. Any other conditions attached to an 
award, but without an associated service require-
ment, are considered to be non-vesting condi-
tions. Non-vesting conditions are reflected in the 
fair value of an award and lead to an immediate 
expensing of an award unless there are also service 
and/or performance conditions. 

No expense is recognised for awards that do not 
ultimately vest because non-market performance 
and/or service conditions have not been met. 
Where awards include a market or non-vesting 
condition, the transactions are treated as vested 
irrespective of whether the market or non-vesting 
condition is satisfied, provided that all other per-
formance and/or service conditions are satisfied. 

3.7 Government grants

The Group recognises government grants at fair 
value as income if there is reasonable assurance 
that they will be received and the Group will com-
ply with the conditions associated with the grant. 
Grants that compensate the Group for expenses 
incurred are recognised in profit or loss as other 
income on a systematic basis in the same period in 
which the expenses are recognised. 

Grants that compensate the Group for the cost of 
an asset are recognised in profit or loss on a sys-
tematic basis over the useful life of the asset. 

Government grants are reported gross under liabil-
ities in the statement of financial position.

3.8 Finance income and finance costs

The Group’s finance income and finance costs in-
clude:

- interest income;

- interest expense;

- the foreign currency gain or loss on financial 
assets and financial liabilities;

- fines and penalties received in relation to 
trade receivables late payment;

- fines and penalties paid in relation to trade 
payables late payment;

- gain or loss from the revaluation of forward 
exchange contracts.

Interest income or expense is recognised using ef-
fective interest rate method.

3.9 Income tax

Income tax expense comprises current and de-
ferred tax. It is recognised in profit or loss except to 
the extent that it relates to a business combination, 
or items recognised directly in equity or in other 
comprehensive income.

(i) Current tax

Current tax comprises the expected tax payable or 
receivable on the taxable income or loss for the 
year and any adjustment to the tax payable or re-
ceivable in respect of previous years. The amount 
of current tax payable or receivable is the best esti-
mate of the tax amount expected to be paid or re-
ceived that reflects uncertainty related to income 
taxes, if any. It is measured using tax rates enacted 
or substantively enacted at the reporting date.

Current tax assets and liabilities are offset only if 
certain criteria are met.

(ii) Deferred tax

Deferred tax is recognised in respect of temporary 
differences between the carrying amounts of as-
sets and liabilities for financial reporting purposes 
and the amounts used for taxation purposes. De-
ferred tax is not recognised for:

- temporary differences on the initial recog-
nition of assets or liabilities in a transaction 
that is not a business combination and that 
affects neither accounting nor taxable profit 
or loss;

- temporary differences related to investments 
in subsidiaries and associates to the extent 
that the Group is able to control the timing 
of the reversal of the temporary differences 
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and it is probable that they will not reverse in 
the foreseeable future; and

- taxable temporary differences arising on the 
initial recognition of goodwill. 

Deferred tax assets are recognised for unused tax 
losses, unused tax credits and deductible tempo-
rary differences to the extent that it is probable 
that future taxable profits will be available against 
which they can be used. Future taxable profits 
are determined based on business plans for indi-
vidual subsidiaries in the Group and the reversal 
of temporary differences. 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; such reductions 
are reversed when the probability of future taxable 
profits improves.

Unrecognised tax assets are reassessed at each 
reporting date and recognised to the extent that 
it has become probable that future taxable profits 
will be available against which they can be used.

Deferred tax is measured at the tax rates that are 
expected to be applied to temporary differences 
when they reverse, using tax rates enacted or sub-
stantively enacted at the reporting date. 

The measurement of deferred tax reflects the tax 
consequences that would follow from the manner 
in which the Group expects, at the reporting date, 
to recover or settle the carrying amount of its as-
sets and liabilities.

Deferred tax assets and liabilities are offset if there 
is a legally enforceable right to offset current tax 
assets and liabilities, and they relate to income tax-
es levied by the same tax authority on the same 
taxable entity.

3.10 Cash and cash equivalents

Cash and cash equivalents comprise cash balances 
and call deposits with original maturities of three 
months or less from the acquisition date that are 
subject to an insignificant risk of changes in their 
fair value and are used by the Group in the man-
agement of its short-term commitments.

3.11 Inventories

Inventories are measured at the lower of cost and 
net realisable value. Net realisable value is the esti-
mated selling price in the ordinary course of busi-
ness, less the estimated costs of completion and 
selling expenses. 

Raw materials cost is measured according to the 
first-in, first-out method for raw materials used in 

the production of textiles, and weighted average 
method for raw materials used in the production 
of lingerie products. Work in progress and finished 
goods are carried at cost. The cost of inventories 
includes expenditure incurred in acquiring the in-
ventories, production or conversion costs and oth-
er costs incurred in bringing them to their exist-
ing location and condition. In the case of finished 
goods and work in progress, cost includes an ap-
propriate share of production overheads based on 
normal operating capacity. 

Write downs to net realizable value for obsolete 
and slow-moving inventories are recognized by 
the Group at the end of each reporting period. 

3.12 Property, plant and equipment

(i) Recognition and measurement

Items of property, plant and equipment are mea-
sured at cost, which includes capitalised borrow-
ing costs if any, less accumulated depreciation and 
any accumulated impairment losses. Cost includes 
expenditure that is directly attributable to the ac-
quisition of the asset. The cost of self-constructed 
assets includes the cost of materials and direct la-
bour, any other costs directly attributable to bring-
ing the assets to a working condition for their in-
tended use, the costs of dismantling and removing 
the items and restoring the site on which they are 
located, and borrowing costs on qualifying assets. 

If significant parts of an item of property, plant and 
equipment have different useful lives, then they are 
accounted for as separate items (major compo-
nents) of property, plant and equipment.

Any gain or loss on disposal of an item of property, 
plant and equipment is recognised in profit or loss.

(ii) Subsequent expenditure

The cost of replacing a part of an item of property, 
plant and equipment is recognised in the carrying 
amount of the item if it is probable that the future 
economic benefits embodied within the part will 
flow to the Group, and its cost can be measured 
reliably. The carrying amount of the replaced part 
is derecognised. The costs of the day-to-day ser-
vicing of property, plant and equipment are rec-
ognised in profit or loss as incurred.

(iii) Depreciation

Depreciation is calculated to write off the cost of 
items of property, plant and equipment less their 
estimated residual values using the straight-line 
method over their estimated useful lives, and is 
recognised in profit or loss. Leased assets are de-
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preciated over the shorter of the lease term and 
their useful lives unless it is reasonably certain that 
the Group will obtain ownership by the end of the 
lease term. Land is not depreciated.

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

- Buildings   10-50 years

- Machinery and equipment 5-10 years

- Other fixed assets   3-10 years

Depreciation methods, useful lives and residual 
values are reviewed at each reporting date and ad-
justed if appropriate.

3.13 Intangible assets 

(i) Recognition and measurement

Goodwill Goodwill arising on the acquisition of sub-

sidiaries is measured at cost less accumu-

lated impairment losses.

Intangible 

assets with 

indefinite 

useful life

Intangible assets with indefinite useful life 

include brand names and are measured at 

cost less accumulated impairment losses. 

Brand names were determined as having in-

definite lives, as there is no foreseeable limit 

to the cash flows generated by these assets 

and the management expects to utilize 

these assets to continually sell goods under 

the respective brands. There is no intention 

to sell or otherwise use the brands in such 

a manner as to prevent the Group’s ability 

to achieve expected future cash flows from 

the brands.

Other 

intangible 

assets

Other intangible assets, including customer 

relations, order backlog and software, that 

are acquired by the Group and have finite 

useful lives are measured at cost less ac-

cumulated amortisation and accumulated 

impairment losses.

(ii) Subsequent expenditure

Subsequent expenditure is capitalised only when it 
increases the future economic benefits embodied 
in the specific asset to which it relates. All other 
expenditure, including expenditure on internally 
generated goodwill and brands, is recognised in 
profit or loss as incurred.

(iii) Amortisation

Amortisation is calculated to write off the cost of 
intangible assets less their estimated residual val-
ues using the straight-line method over their es-
timated useful lives and is recognised in profit or 
loss. Goodwill and brand names are not amortised.

The estimated useful lives of intangible assets are 
as follows:

- Customer relations 5 years

- Order backlog 1.5 years

- Software  3-5 years

Amortisation methods, useful lives and residual 
values are reviewed at each reporting date and ad-
justed if appropriate. 

3.14 Financial instruments

(i) Financial assets and financial liabilities – Rec-

ognition and classification

Trade receivables and debt securities issued are 
initially recognised when they are originated. All 
other financial assets and financial liabilities are ini-
tially recognised when the Group becomes a party 
to the contractual provisions of the instrument. 

The Group classifies financial assets into financial 
assets at fair value through profit or loss (FVTPL), 
financial assets at amortised cost, financial assets 
at fair value through other comprehensive income 
(OCI). The Group’s financial assets include finan-
cial assets at amortised cost.

Financial assets are not reclassified subsequent to 
their initial recognition unless the Group changes 
its business model for managing financial assets, in 
which case all affected financial assets are reclas-
sified on the first day of the first reporting period 
following the change in the business model. 

The Group classifies financial liabilities, at initial 
recognition, into financial liabilities at fair value 
through profit or loss, loans and borrowings, and 
payables. The Group’s financial liabilities include 
trade and other payables, loans and borrowings 
including bank overdrafts.

(ii) Financial assets – Measurement

A financial asset is measured at amortised cost if it 
meets both of the following conditions and is not 
designated as at FVTPL: 

a) it is held within a business model whose ob-
jective is to hold assets to collect contractual 
cash flows; and 

b) its contractual terms give rise on specified 
dates to cash flows that are solely payments 
of principal and interest on the principal 
amount outstanding. 

These assets (excluding trade receivables) are ini-
tially measured at fair value plus transaction costs 
that are directly attributable to their acquisition. 
Subsequent to initial recognition, they are mea-
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sured at amortised cost using the effective interest 
method. The amortised cost is reduced by impair-
ment losses (see Note 3.16 (i)). Interest income, 
foreign exchange gains and losses and impairment 
are recognised in profit or loss. Any gain or loss on 
derecognition is recognised in profit or loss.

Trade receivables are measured at the transaction 
price determined under IFRS 15 (refer to the ac-
counting policies in Note 3.4).

The Group’s financial assets at amortised cost in-
clude trade and other receivables, loan to joint 
venture and loans to shareholders.

(iii) Financial assets – Business model 

assessment

The Group’s business model for managing finan-
cial assets refers to how it manages its financial as-
sets in order to generate cash flows. The business 
model determines whether cash flows will result 
from collecting contractual cash flows, selling the 
financial assets, or both. Financial assets classified 
and measured at amortised cost are held within a 
business model with the objective to hold financial 
assets in order to collect contractual cash flows.

(iv) Financial assets – Assessment whether 

contractual cash flows are solely payments 

of principal and interest 

In order for a financial asset to be classified and 
measured at amortised cost, it needs to give rise 
to cash flows that are ‘solely payments of princi-
pal and interest (SPPI)’ on the principal amount 
outstanding. This assessment is referred to as the 
SPPI test and is performed at an instrument level. 
Financial assets with cash flows that are not SPPI 
are classified and measured at fair value through 
profit or loss, irrespective of the business model.

(v) Financial liabilities – Measurement

For purposes of subsequent measurement, finan-
cial liabilities are classified in two categories: fi-
nancial liabilities at fair value through profit or loss 
and financial liabilities at amortised cost (loans and 
borrowings). Financial liabilities are recognised ini-
tially at fair value and, in case of financial liabili-
ties as measured at amortised cost, net of directly 
attributable transaction costs. Financial liabilities 
as measured at amortised cost are subsequent-
ly measured at amortised cost using the effective 
interest method. Interest expense and foreign ex-
change gains and losses are recognised in profit or 
loss. Any gain or loss on derecognition is also rec-
ognised in profit or loss. 

(vi) Financial assets and liabilities – 

Derecognition

The Group derecognises a financial asset when the 
contractual rights to the cash flows from the as-
set expire, or it transfers the rights to receive the 
contractual cash flows in a transaction in which 
substantially all of the risks and rewards of own-
ership of the financial asset are transferred, or it 
neither transfers nor retains substantially all of the 
risks and rewards of ownership and does not retain 
control of the financial asset. Any interest in such 
derecognised financial assets that is created or re-
tained by the Group is recognised as a separate as-
set or liability.

The Group derecognises a financial liability when 
its contractual obligations are discharged or can-
celled, or expire. The Group also derecognises a 
financial liability when its terms are modified and 
the cash flows of the modified liability are substan-
tially different, in which case a new financial liability 
based on the modified terms is recognised at fair 
value. 

On derecognition of a financial liability, the differ-
ence between the carrying amount extinguished 
and the consideration paid (including any non-
cash assets transferred or liabilities assumed) is 
recognised in profit or loss. 

(vii) Financial assets and liabilities – Offsetting

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

3.15 Share capital

Ordinary shares are classified as equity. Incremen-
tal costs directly attributable to the issue of ordi-
nary shares are recognised as a deduction from 
equity.

3.16 Impairment

(i) Non-derivative financial assets

Financial instruments and contract assets

Further disclosures relating to impairment of finan-
cial assets are also provided in the following notes:

- Note 4, disclosure of significant judgements 
and estimates

- Note 31, disclosure of financial assets and re-
lated ECLs 
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The Group recognises loss allowances for expect-
ed credit losses (ECLs) for financial assets mea-
sured at amortised cost. 

The Group recognises an allowance for ECLs for 
loans based on the difference between the con-
tractual cash flows due in accordance with the 
contract and all the cash flows that the Group ex-
pects to receive, discounted at original effective 
interest rate.

ECLs are recognised in two stages. For credit ex-
posures for which there has not been a signifi-
cant increase in credit risk since initial recognition, 
ECLs are provided for credit losses that result from 
default events that are possible within the next 
12-months (a 12-month ECL). For those credit ex-
posures for which there has been a significant in-
crease in credit risk since initial recognition, a loss 
allowance is required for credit losses expected 
over the remaining life of the exposure, irrespec-
tive of the timing of the default (a lifetime ECL).

For the purpose of ECLs calculation for trade and 
other receivables and contract assets the Group 
splits debtors to those, assessed individually, and 
those, assessed collectively. Individually assessed 
debtors include individually significant customers, 
collectively assessed – all the rest.

For collectively assessed debtors the Group applies 
a simplified approach in calculating ECLs. There-
fore, the Group does not track changes in credit 
risk, but instead recognises a loss allowance based 
on lifetime ECLs at each reporting date. The Group 
has established and applies a provision matrix sep-
arate for textiles segment and lingerie segment, 
that is based on the Group’s historical credit loss 
experience, adjusted for forward-looking factors 
specific to the debtors and the economic environ-
ment. 

For individually assessed debtors the Group calcu-
lates ECLs based on cash flow projections of fu-
ture payments. ECLs are based on the difference 
between the contractual cash flows due in accor-
dance with the contract and all the cash flows that 
the Group expects to receive. The shortfall is then 
discounted at the Group’s bonds rate.

The Group considers a financial asset in default 
when contractual payments are 180 days past due. 
However, in certain cases, the Group may also 
consider a financial asset to be in default when 
internal or external information indicates that the 
Group is unlikely to receive the outstanding con-
tractual amounts in full before taking into account 
any credit enhancements held by the Group. 

Loss allowances for financial assets measured at 
amortised cost are deducted from the gross carry-
ing amount of the assets. 

Impairment losses related to loans, trade and other 
receivables, including contract assets, are present-
ed as a separate line item in the statement of profit 
or loss. 

The gross carrying amount of a financial asset is 
written off when the Group has no reasonable ex-
pectations of recovering a financial asset in its en-
tirety or a portion thereof. 

(ii) Equity-accounted investee

At each reporting date, the Group determines 
whether there is objective evidence that invest-
ment into equity-accounted investee is impaired. 
If there is such evidence, the Group calculates the 
amount of impairment as the difference between 
the recoverable amount of the investment and its 
carrying value. The loss is recognised in profit or 
loss, and is reversed if there has been a favourable 
change in the estimates used to determine the re-
coverable amount.

(iii) Non-financial assets

At each reporting date, the Group reviews the car-
rying amounts of its non-financial assets (other 
than inventories and deferred tax assets) to de-
termine whether there is any indication of impair-
ment. If any such indication exists, then the asset’s 
recoverable amount is estimated. Goodwill and in-
tangible assets with indefinite useful life are tested 
for impairment annually.

For impairment testing, assets are grouped togeth-
er into the smallest group of assets that generates 
cash inflows from continuing use that are largely 
independent of the cash inflows of other assets or 
cash-generating units. The Group has four cash 
generating units: Felina International AG Group, 
representing lingerie products segment; Des-
sus-Dessous S.A.S, representing lingerie products 
segment; LSEZ Lauma Fabrics Group, representing 
textiles segment; and AO Avangard, represent-
ing textiles segment. Goodwill arising from busi-
ness combinations is allocated to the respective 
cash-generating unit that has been acquired in 
the business combination (Felina International AG 
Group, AO Avangard and Dessus-Dessous S.A.S).

The recoverable amount of an asset or cash-gen-
erating unit is the greater of its value in use and its 
fair value less costs to sell. Value in use is based 
on the estimated future cash flows, discounted to 
their present value using a post-tax discount rate 
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that reflects current market assessments of the 
time value of money and the risks specific to the 
asset or cash-generating unit.

An impairment loss is recognised if the carrying 
amount of an asset or its cash-generating unit ex-
ceeds its estimated recoverable amount. Impair-
ment losses are recognised in profit or loss. They 
are allocated first to reduce the carrying amount 
of any goodwill allocated to the cash-generating 
unit, and then to reduce the carrying amounts of 
the other assets in the cash-generating unit on a 
pro rata basis. 

An impairment loss in respect of goodwill is not 
reversed. For other assets, an impairment loss is 
reversed only to the extent that the asset’s carrying 
amount does not exceed the carrying amount that 
would have been determined, net of depreciation 
or amortisation, if no impairment loss had been 
recognised.

3.17 Provisions

A provision is recognised if, as a result of a past 
event, the Group has a present legal or construc-
tive obligation that can be estimated reliably, and it 
is probable that an outflow of economic benefits 
will be required to settle the obligation. Provisions 
are determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and the risks specific to the liability. The unwinding 
of the discount is recognised as finance cost.

Jubilee provision

Jubilee provision is recognised by Felina GmbH 
based on the estimated future payments to em-
ployees reaching 25 and 40 years of staff member-
ship discounted at a high-quality bond rate.

Retirement reward provision

Retirement reward provision is recognized by Des-
sus-Dessous S.A.S based on the estimated future 
payments to employees reaching 8, 10, 15, 20, 25 
and 30 years of staff membership on their retire-
ment discounted at a high-quality bond rate.

Other provisions

Other provisions include provisions for payments 
to customers for advertising and promotion, pro-
visions for legal cases and other minor provisions.

3.18 Related parties

According to the policy followed by the Group, re-
lated parties of the Group include legal entities and 
private individuals related to the Group in accor-

dance with the following rules:

a) A person is related to a reporting entity if that 
person:

i) Has control or joint control over the 
reporting entity;

ii) Has significant influence over the re-
porting entity; or

iii) Is a member of the key management 
personnel of the reporting entity or of 
a parent of the reporting entity.

b) An entity is related to a reporting entity under 
the following conditions:

i) The entity and the reporting entity are 
members of the same group (which 
means that each parent, subsidiary and 
fellow subsidiary is related to the oth-
ers);

ii) One entity is an associate or joint ven-
ture of the other entity (or an associate 
or joint venture of a member of a group 
of which the other entity is a member);

iii) The entity is controlled, or jointly con-
trolled by a person identified in a);

iv) A person identified in a) i) has signif-
icant influence over the entity or is a 
member of the key management per-
sonnel of the entity (or of a parent of 
the entity);

v) The entity, or any member of the group 
of which it is a part, provides key man-
agement personnel services to the re-
porting entity or to the parent of the 
reporting entity.

3.19 Leases

Determining whether an arrangement contains 
a lease

The Group assesses at contract inception whether 
a contract is, or contains, a lease. That is the con-
tract conveys the right to control the use of an 
identified asset for a period of time in exchange for 
consideration.

The Group as a lessee

The Group applies a single recognition and mea-
surement approach for all leases, except for short-
term leases. The Group recognises lease liabilities 
to make lease payments and right-of-use assets 
representing the right to use the underlying assets.

(i) Right-of-use assets

The Group recognises right-of-use assets at the 
commencement date of the lease (i.e., the date the 
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underlying asset is available for use). Right-of-use 
assets are measured at cost, less any accumulated 
depreciation and impairment losses, and adjust-
ed for any remeasurement of lease liabilities. The 
cost of right-of-use assets includes the amount 
of lease liabilities recognised, initial direct costs 
incurred, and lease payments made at or before 
the commencement date less any lease incentives 
received. Right-of-use assets are depreciated on 
a straight-line basis over the shorter of the lease 
term and the estimated useful lives of the assets, 
as follows:

Buildings  5 to 10 years

Machinery and equipment  1.5 to 10 years

Other fixed assets  1 to 7 years

If ownership of the leased asset transfers to the 
Group at the end of the lease term or the cost re-
flects the exercise of a purchase option, deprecia-
tion is calculated using the estimated useful life of 
the asset.

The right-of-use assets are also subject to impair-
ment.

(ii) Lease liabilities

At the commencement date of the lease, the 
Group recognises lease liabilities measured at the 
present value of lease payments to be made over 
the lease term. The lease payments include fixed 
payments (including in substance fixed payments) 
less any lease incentives receivable, variable lease 
payments that depend on an index or a rate, and 
amounts expected to be paid under residual value 
guarantees.

Variable lease payments that do not depend on an 
index or a rate are recognised as expenses (unless 
they are incurred to produce inventories) in the pe-
riod in which the event or condition that triggers 
the payment occurs.

In calculating the present value of lease payments, 
the Group uses its incremental borrowing rate at 
the lease commencement date in case the interest 
rate implicit in the lease is not readily determin-
able. After the commencement date, the amount 
of lease liabilities is increased to reflect the accre-
tion of interest and reduced for the lease payments 
made. In addition, the carrying amount of lease 
liabilities is remeasured if there is a modification, 
a change in the lease term, a change in the lease 
payments (e.g., changes to future payments result-
ing from a change in an index or rate used to de-
termine such lease payments) or a change in the 
assessment of an option to purchase the under-
lying asset.

The Group’s lease liabilities are included in loans 
and borrowings (see Note 28).

(iii) Short-term lease liabilities

The Group applies the short-term lease recogni-
tion exemption to its short-term leases (i.e., those 
leases that have a lease term of 12 months or less 
from the commencement date and do not contain 
a purchase option). Lease payments on short-term 
leases are recognised as expense on a straight-line 
basis over the lease term.

The Group as a lessor

Leases in which the Group does not transfer sub-
stantially all the risks and benefits of ownership of 
the asset are classified as operating leases. Lease 
income from operating leases is recognised in oth-
er operating income on a straight-line basis over 
the lease term.

3.20 Operating profit

Operating profit is the result generated from the 
continuing principal revenue producing activities 
of the Group as well as other income and expens-
es related to operating activities. Operating profit 
excludes net finance costs, share of profit of equity 
accounted investees and income taxes.

3.21 Fair value measurement

‘Fair value’ is the price that would be received to 
sell an asset or paid to transfer a liability in an or-
derly transaction between market participants at 
the measurement date in the principal or, in its ab-
sence, the most advantageous market to which the 
Group has access at that date. The fair value of a 
liability reflects its non-performance risk. 

The Group measures the fair value of an instru-
ment using the quoted price in an active market 
for that instrument, if available. A market is regard-
ed as active if transactions for the asset or liability 
take place with sufficient frequency and volume to 
provide pricing information on an ongoing basis. 

If there is no quoted price in an active market, then 
the Group uses valuation techniques that maximise 
the use of relevant observable inputs and minimise 
the use of unobservable inputs. The chosen valu-
ation technique incorporates all of the factors that 
market participants would take into account when 
pricing a transaction. 

If an asset or liability measured at fair value has a 
bid price and an ask price, then the Group mea-
sures assets and long positions at a bid price and 
liabilities and short positions at an ask price.
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The best evidence of the fair value of a financial 
instrument on initial recognition is normally the 
transaction price – i.e. the fair value of the consid-
eration given or received. If the Group determines 
that the fair value on initial recognition differs from 
the transaction price and the fair value is evidenced 
neither by a quoted price in an active market for an 
identical asset or liability nor based on a valuation 
technique for which any unobservable inputs are 
judged to be insignificant in relation to the mea-
surement, then the financial instrument is initially 
measured at fair value adjusted to defer the differ-
ence between the fair value on initial recognition 
and the transaction price. Subsequently, that dif-
ference is recognised in profit or loss on an ap-
propriate basis over the life of the instrument but 
no later than when the valuation is wholly support-
ed by observable market data or the transaction is 
closed out.  

4. Use of judgements and estimates

In preparing these consolidated financial state-
ments, management has made judgements, es-
timates and assumptions that affect the applica-
tion of the Group’s accounting policies and the 
reported amounts of assets, liabilities, income and 
expenses. Actual results may differ from these es-
timates.

Estimates and underlying assumptions are re-
viewed on an ongoing basis. Revisions to estimates 
are recognised prospectively. Information about 
assumptions and estimation uncertainties that 
have a significant risk of resulting in a material ad-
justment within the next financial year is described 
below.

4.1 Impact of COVID-19

General information on the impact of COVID-19 

on the Group‘s operations 

The World Health Organization (WHO) declared the 
outbreak of COVID-19 a public health emergen-
cy of international concern on 30 January 2020, 
and on 11 March 2020, characterized the spread 
of the disease as a pandemic. In March 2020, vari-
ous restrictions came into force in many countries, 
where the Group operates, to reduce the spread 
of COVID-19, significantly slowing down econom-
ic growth. These public policy measures, which 
were and still are aimed at limiting the spread of 
COVID-19, have a significant impact on econom-
ic activity in many sectors. At the same time, gov-
ernments introduced various financial support 
mechanisms to mitigate the economic impact of 
the COVID-19 pandemic. Also, European Lingerie 
Group companies have applied for such state aids.

After release of the restrictions and re-opening of 
shops at the end of the second quarter of 2020 and 
throughout the third quarter of 2020, the Group 
experienced rather stable recovery of its volumes, 
but when the countries were hit by COVID-19 sec-
ond wave in the middle of Autumn and third wave 
during Winter, governments reinstated the lock-
downs in majority of the countries, which contin-
ued to various extent in most of the Group’s main 
markets during first months of 2021. As a result, the 
fourth quarter of 2020 had slightly larger drop in 
revenue against the same period last year than the 
third quarter showed. 

The full impact of the COVID-19 pandemic on eco-
nomic activity is not yet known and the situation 
continues to evolve. Management believes that the 
COVID-19 pandemic will not have a material im-
pact on the Group’s operations after the balance 
sheet date. However, this assumption is based on 
information available at the date of signing the fi-
nancial statements, and the impact of future events 
on the Group’s ability to continue as a going con-
cern may differ from management’s assessment.

Going concern 

As a result of the above-mentioned situation 
caused by COVID-19, the Group‘s sales decreased 
by 18.4%, and the net loss increased by EUR 10,297 
thousand compared to previous year. The drop in 
traditional textile and lingerie products was larger, 
but the Group was able to outweigh part of it with 
additional business from sewing protective masks 
as well as trading imported medical masks and 
respirators. This gave large support to the Group 
in covering its operating costs during the down-
time period. As response measures to the volume 
drop, the management initiated several cost saving 
actions to save the profitability. These were imple-
mented across all the Group’s companies accord-
ing to the available state supports in the counties 
of operations and contractual possibilities. The 
measures taken were downtime initiation for the 
employees, reduction of the number of employees 
where possible, reduction of production volumes 
with subcontractors to maximize internal capaci-
ty utilisation, initiation of alternative business op-
portunities, i.e. production of protective masks, 
cancellation or putting on hold of all possible 
contracts and costs as well as application for state 
subsidies and state supported loans. These actions 
allowed the Group to restart production in June 
2020 when lock-down measures in the coun-
tries were fully or partially released and when the 
customers restarted their operations and restart-
ed their orders from the Group, to save costs and 
to continue being EBITDA profitable and liquidity 
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stable throughout the whole period. Online retail 
of the Group continued working as normal during 
the lock-down periods and online sales were even 
higher in 2020 against last year. 

The year 2020 showed that the measures imple-
mented by the Group for recovering lost sales 
volumes and improving profitability margins start 
to pay back. The Group’s management expects to 
come back to pre-pandemic levels of revenue in 
the next 1 to 1.5 years, but with healthier profitabil-
ity margins than historically.

In addition, in April 2021 the Group and its major 
shareholders signed an agreement with the Bond-
holder Committee (representing approximately 
64 per cent of the Total Nominal Amount of the 
Bonds), AS Rietumu Banka as a lender and its af-
filiated company RB ELG SIA as an equity investor 
on the restructuring of ELG and its Bonds, under 
which the Bonds are to be repaid with EUR 21 mil-
lion in cash and the remaining nominal amount of 
EUR 19 million of the Bonds plus accrued and un-
paid interest to be written down to zero. 

In May 2021, the proposed restructuring was also 
approved by the holders of the Bonds through a 
written procedure in accordance with the Terms 
and Conditions and closed subsequently on 29 
June 2021 as the First Closing with the repayment 
of the Bonds made on 7 July 2021 and on 2 July 
2021 as the Second Closing. The restructuring in-
cluded the following:

• the equity investor acquired 30% of shares in 
SIA European Lingerie Group (SIA ELG), a sub-
sidiary of European Lingerie Group AB (ELG 
AB), and certain receivables of ELG AB from 
ELG SIA for the total purchase price of EUR 4.5 
million;

• the lender provided a loan to the Group of 
EUR 22.5 million. The loan has been secured 
by an extensive security package over the SIA 
ELG group’s assets (including real estates, as-
sets, machinery, shares, trademarks, receiv-
ables, etc); 

• the proceeds from the loan and the equity in-
vestment amounted to in total EUR 27 million. 
EUR 21 million was used to repay the Bonds, 
EUR 2 million was used to refinance a bank 
loan issued to the ELG group’s German sub-
sidiary and the remainder of the proceeds is be 
used for working capital needs and transaction 
costs.

To repay the bank loan, the Group will use the cash 
flow earned from its operating activities. Based on 

the forecast prepared by the management, the 
Group plans to obtain sufficient funds and will be 
able to pay for its liabilities within the specified 
payment terms.

Impairment of goodwill and intangible assets with 

indefinite useful lives

As CGUs were affected by lockdown restrictions 
imposed by the governments in countries of oper-
ations, COVID-19 has significant impact on CGUs 
recoverable amount estimation, in particular as-
sumptions made for future cash flows. The man-
agement reviewed the main assumptions used for 
the measurement of the recoverable amount of its 
CGUs. Results of impairment are disclosed in Note 
18.

4.2 Deferred tax assets

Deferred tax assets are recognised only to the ex-
tent that it is probable that future taxable profits 
will be available against which the temporary dif-
ferences can be utilised. Significant management 
judgement is required to determine the amount of 
deferred tax assets that can be recognised, based 
upon the likely timing and the level of future tax-
able profits, together with future tax planning 
strategies. In respect of the tax losses on which 
deferred tax assets are recognised, management 
continues to consider it probable that future tax-
able profits will be available against which the tax 
losses can be recovered and, therefore, the related 
deferred tax asset can be realised. The respective 
assumption is based on the fact that these compa-
nies are profitable currently and no conditions exist 
at the moment to doubt their future revenue, cost 
and profitability levels. Further details on taxes are 
disclosed in Note 15.

4.3 Measurement of ECL allowance for trade 
receivables and contract assets

The Group developed a provision matrix to mea-
sure ECLs of trade and other receivables and con-
tract assets for collectively assessed customers. 
Loss rates in the matrix were developed based on 
historic credit loss experience, economic condi-
tions in the period over which historic data was 
collected, current economic conditions and man-
agements view of economic conditions over the 
expected lives of the receivables. The assessment 
of the correlation between historical observed loss 
rates, forecast economic conditions and ECLs is a 
significant estimate.  The amount of ECLs is sensi-
tive to changes in circumstances and of forecast 
economic conditions. The Group’s historical credit 
loss experience and forecast of economic condi-
tions may also not be representative of customer’s 
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actual default in the future. The information about 
the ECLs on the Group’s trade receivables and 
contract assets is disclosed in Note 31 (ii).

4.4 Impairment test of goodwill and intangible 
assets with indefinite useful lives

Impairment exists when the carrying value of a cash 
generating unit exceeds its recoverable amount, 
which is the higher of its fair value less costs to sell 
and its value in use. The value in use calculation is 
based on a DCF model. The cash flows are derived 
from the forecast for the next five years. The re-
coverable amount is sensitive to the discount rate 
used for the DCF model as well as the expected 
future cash-inflows and the growth rate used for 
extrapolation purposes. These estimates are most 
relevant to goodwill and other intangibles with in-
definite useful lives recognised by the Group. The 
key assumptions used to determine the recover-
able amount for the different CGUs, including a 
sensitivity analysis, are disclosed and further ex-
plained in Note 18.

4.5 Leases – Estimating the incremental 
borrowing rate

The Group cannot readily determine the interest 
rate implicit in the lease for some leases, there-
fore, it uses its incremental borrowing rate (IBR) to 
measure lease liabilities. The IBR is the rate of in-
terest that the Group would have to pay to borrow 
over a similar term, and with a similar security, the 
funds necessary to obtain an asset of a similar val-
ue to the right-of-use asset in a similar economic 
environment. The IBR therefore reflects what the 
Group ‘would have to pay’, which requires estima-
tion when no observable rates are available (such 
as for subsidiaries that do not enter into financing 
transactions). The Group estimates the IBR using 
a weighted rate as follows: 80% multiplied by the 
rate of secured borrowing, which is the rate of the 
Parent’s secured bonds, add 20% multiplied by the 
rate for general borrowings, which is unsecured 
bank overdraft individual for each CGU. 

4.6 Measurement of fair values of financial 
instruments

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

When measuring the fair value of an asset or a li-
ability, the Group uses observable market data as 
far as possible. Fair values are categorized into dif-
ferent levels in a fair value hierarchy based on the 
inputs used in the valuation techniques as follows:

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

Level 2: inputs other than quoted prices included 
in Level 1 that are observable for the asset or lia-
bility, either directly (i.e. as prices) or indirectly (i.e. 
derived from prices).

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

Fair values have been determined for disclosure 
purposes based on the following methods. Where 
applicable, further information about the assump-
tions made in determining fair values is disclosed in 
the notes specific to that asset or liability.

(i) Financial assets at amortised cost

The fair value of financial assets at amortised cost 
is estimated as the present value of future cash 
flows, discounted at the market rate of interest at 
the reporting date. Fair value is determined at initial 
recognition and, for disclosure purposes, at each 
annual reporting date.

(ii) Non-derivative financial liabilities

Non-derivative financial liabilities are measured at 
fair value, at initial recognition and for disclosure 
purposes, at each annual reporting date. Fair value 
is calculated based on the present value of future 
principal and interest cash flows, discounted at the 
market rate of interest for similar liabilities at the 
measurement date. 

5. Standards and amendments 
issued but not yet effective

The new and amended standards and interpreta-
tions that are issued, but not yet effective, up to 
the date of issuance of the Group’s financial state-
ments are disclosed below. The Group intends to 
adopt these new and amended standards and in-
terpretations, if applicable, when they become ef-
fective.

(i) Amendment in IFRS 10 Consolidated 

Financial Statements and IAS 28 Investments 

in Associates and Joint Ventures: Sale or 

Contribution of Assets between an Investor 

and its Associate or Joint Venture 

The amendments address an acknowledged in-
consistency between the requirements in IFRS 
10 and those in IAS 28, in dealing with the sale or 
contribution of assets between an investor and its 
associate or joint venture. The main consequence 
of the amendments is that a full gain or loss is rec-
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ognized when a transaction involves a business 
(whether it is housed in a subsidiary or not). A par-
tial gain or loss is recognized when a transaction 
involves assets that do not constitute a business, 
even if these assets are housed in a subsidiary. In 
December 2015 the IASB postponed the effec-
tive date of this amendment indefinitely pending 
the outcome of its research project on the equity 
method of accounting. The amendments have not 
yet been endorsed by the EU. Management has 
assessed the impact of the standard and conclud-
ed that it is not expected to have impact on the 
Group’s consolidated financial statements as the 
carrying amount of the Group’s investment in the 
joint venture is zero.

(ii) IAS 1 Presentation of Financial Statements: 

Classification of Liabilities as Current or 

Non-current (Amendments)

The amendments are effective for annual reporting 
periods beginning on or after January 1, 2022 with 
earlier application permitted. The amendments aim 
to promote consistency in applying the require-
ments by helping companies determine whether, 
in the statement of financial position, debt and 
other liabilities with an uncertain settlement date 
should be classified as current or non-current. The 
amendments affect the presentation of liabilities 
in the statement of financial position and do not 
change existing requirements around measure-
ment or timing of recognition of any asset, liability, 
income or expenses, nor the information that en-
tities disclose about those items. Also, the amend-
ments clarify the classification requirements for 
debt which may be settled by the company issuing 
own equity instruments. These Amendments have 
not yet been endorsed by the EU. The Group has 
not yet evaluated the impact of the implementa-
tion of these amendments.

(iii) IFRS 3 Business Combinations; IAS 16 

Property, Plant and Equipment; IAS 37 

Provisions, Contingent Liabilities and 

Contingent Assets as well as Annual 

Improvements 2018-2020 (Amendments)

The amendments are effective for annual periods 
beginning on or after 1 January 2022 with earlier 
application permitted. The IASB has issued nar-
row-scope amendments to the IFRS Standards as 
follows: 

- IFRS 3 Business Combinations (Amendments) 
update a reference in IFRS 3 to the Concep-
tual Framework for Financial Reporting with-
out changing the accounting requirements 
for business combinations. 

- IAS 16 Property, Plant and Equipment 

(Amendments) prohibit a company from de-
ducting from the cost of property, plant and 
equipment amounts received from selling 
items produced while the company is pre-
paring the asset for its intended use. Instead, 
a company will recognise such sales pro-
ceeds and related cost in profit or loss. 

- IAS 37 Provisions, Contingent Liabilities and 
Contingent Assets (Amendments) specify 
which costs a company includes in deter-
mining the cost of fulfilling a contract for the 
purpose of assessing whether a contract is 
onerous. 

- Annual Improvements 2018-2020 make mi-
nor amendments to IFRS 1 First-time Adop-
tion of International Financial Reporting 
Standards, IFRS 9 Financial Instruments, IAS 
41 Agriculture and the Illustrative Examples 
accompanying IFRS 16 Leases.

The amendments have not yet been endorsed by 
the EU. The Group has not yet evaluated the im-
pact of the implementation of these amendments.

(iv) Interest Rate Benchmark Reform – Phase 

2 – IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 

(Amendments)

In August 2020, the IASB published Interest Rate 
Benchmark Reform – Phase 2, Amendments to 
IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16, com-
pleting its work in response to IBOR reform. The 
amendments provide temporary reliefs which 
address the financial reporting effects when an 
interbank offered rate (IBOR) is replaced with an 
alternative nearly risk-free interest rate (RFR). In 
particular, the amendments provide for a practi-
cal expedient when accounting for changes in the 
basis for determining the contractual cash flows 
of financial assets and liabilities, to require the ef-
fective interest rate to be adjusted, equivalent to 
a movement in a market rate of interest. Also, the 
amendments introduce reliefs from discontinuing 
hedge relationships including a temporary relief 
from having to meet the separately identifiable re-
quirement when an RFR instrument is designated 
as a hedge of a risk component. Furthermore, the 
amendments to IFRS 4 are designed to allow insur-
ers who are still applying IAS 39 to obtain the same 
reliefs as those provided by the amendments made 
to IFRS 9. There are also amendments to IFRS 7 Fi-
nancial Instruments: Disclosures to enable users 
of financial statements to understand the effect of 
interest rate benchmark reform on an entity’s fi-
nancial instruments and risk management strategy. 
The amendments are effective for annual periods 
beginning on or after 1 January 2021 with earlier 
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application permitted. While application is retro-
spective, an entity is not required to restate prior 
periods. The Group has not yet evaluated the im-
pact of the implementation of these amendments.

(v) IAS 1 Presentation of Financial Statements 

and IFRS Practice Statement 2: Disclosure of 

Accounting policies (Amendments)

The Amendments are effective for annual periods 
beginning on or after January 1, 2023 with earli-
er application permitted. The amendments pro-
vide guidance on the application of materiality 
judgements to accounting policy disclosures. In 
particular, the amendments to IAS 1 replace the 
requirement to disclose ‘significant’ accounting 
policies with a requirement to disclose ‘material’ 
accounting policies. Also, guidance and illustrative 
examples are added in the Practice Statement to 
assist in the application of the materiality concept 
when making judgements about accounting policy 
disclosures. The Amendments have not yet been 
endorsed by the EU. The Group has not yet eval-
uated the impact of the implementation of these 
amendments.

(vi) IAS 8 Accounting policies, Changes in 

Accounting Estimates and Errors: Definition 

of Accounting Estimates (Amendments)

The amendments become effective for annual re-
porting periods beginning on or after January 1, 
2023 with earlier application permitted and apply 
to changes in accounting policies and changes in 
accounting estimates that occur on or after the 
start of that period. The amendments introduce 
a new definition of accounting estimates, defined 
as monetary amounts in financial statements that 
are subject to measurement uncertainty. Also, the 
amendments clarify what changes in accounting 
estimates are and how these differ from changes in 
accounting policies and corrections of errors. The 
Amendments have not yet been endorsed by the 
EU. The Group has not yet evaluated the impact of 
the implementation of these amendments.

6. New standards and amendments 
adopted by the Group

The Group applied for the first-time certain stan-
dards and amendments, which are effective for an-
nual periods beginning on or after 1 January 2020.

(i) Amendments to IFRS 3 Business 

Combinations: Definition of a Business

The amendment to IFRS 3 Business Combinations 
clarifies that to be considered a business, an inte-
grated set of activities and assets must include, at a 

minimum, an input and a substantive process that, 
together, significantly contribute to the ability to 
create output. Furthermore, it clarifies that a busi-
ness can exist without including all of the inputs 
and processes needed to create outputs. These 
amendments had no impact on the consolidated 
financial statements of the Group, but may impact 
future periods should the Group enter into any 
business combinations.

(ii) Conceptual Framework in IFRS standards

The Conceptual Framework is not a standard, and 
none of the concepts contained therein override 
the concepts or requirements in any standard. The 
purpose of the Conceptual Framework is to assist 
the IASB in developing standards, to help prepar-
ers develop consistent accounting policies where 
there is no applicable standard in place and to 
assist all parties to understand and interpret the 
standards. This will affect those entities which de-
veloped their accounting policies based on the 
Conceptual Framework. The revised Conceptual 
Framework includes some new concepts, updated 
definitions and recognition criteria for assets and 
liabilities and clarifies some important concepts. 
These amendments had no impact on the consoli-
dated financial statements of the Group.

(iii) Interest Rate Benchmark Reform - IFRS 9, 

IAS 39 and IFRS 7 (Amendments)

The amendments to IFRS 9 and IAS 39 Financial In-
struments: Recognition and Measurement provide 
a number of reliefs, which apply to all hedging re-
lationships that are directly affected by interest rate 
benchmark reform. A hedging relationship is af-
fected if the reform gives rise to uncertainty about 
the timing and/or amount of benchmark-based 
cash flows of the hedged item or the hedging in-
strument. These amendments have no impact on 
the consolidated financial statements of the Group 
as it does not have any interest rate hedge rela-
tionships.

(iv) IAS 1 Presentation of Financial Statements 

and IAS 8 Accounting Policies, Changes in 

Accounting Estimates and Errors: Definition 

of ‘material’ (Amendments)

The amendments provide a new definition of ma-
terial that states, “information is material if omit-
ting, misstating or obscuring it could reasonably 
be expected to influence decisions that the prima-
ry users of general purpose financial statements 
make on the basis of those financial statements, 
which provide financial information about a spe-
cific reporting entity.” The amendments clarify that 
materiality will depend on the nature or magnitude 
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of information, either individually or in combina-
tion with other information, in the context of the 
financial statements. A misstatement of informa-
tion is material if it could reasonably be expected 
to influence decisions made by the primary users. 
These amendments had no impact on the consoli-
dated financial statements of, nor is there expected 
to be any future impact to the Group. 

(v) Amendments to IFRS 16 Covid-19 Related 

Rent Concessions

On 28 May 2020, the IASB issued Covid-19-Re-
lated Rent Concessions - amendment to IFRS 16 
Leases. The amendments provide relief to lessees 
from applying IFRS 16 guidance on lease modifi-
cation accounting for rent concessions arising as 
a direct consequence of the Covid-19 pandemic. 
As a practical expedient, a lessee may elect not to 
assess whether a Covid-19 related rent concession 
from a lessor is a lease modification. A lessee that 
makes this election accounts for any change in 
lease payments resulting from the Covid-19 relat-
ed rent concession the same way it would account 
for the change under IFRS 16, if the change were 
not a lease modification. The amendment applies 
to annual reporting periods beginning on or after 1 
June 2020. Earlier application is permitted. During 
2020 the Group received COVID-19 related rent 
concessions from some of its lessors. The Group 
elected not to adopt the amendment but rather 
apply IFRS 16 in assessing whether rent conces-
sions agreed upon with a lessor meet the definition 
of a lease modification. 

7. Operating segments

The Group has the following two strategic divi-
sions, which are its reportable segments. These 
divisions offer different products and are managed 
separately because they require different technol-
ogy and marketing strategies.

The following summary describes the operations 
of each reportable segment.

Reportable 
segments Operations

Textiles Manufacturing, processing and wholesale 

of textiles

Lingerie Manufacturing, processing, wholesale and 

retail (including online) of lingerie products

The Group’s Management Board reviews the inter-
nal management reports of each division at least 
quarterly.

Two divisions are integrated through the sale of 
textiles to lingerie segment for the production of 
lingerie products. Inter-segment pricing is deter-
mined on an arm’s length basis.

Primary monitored measures include segment rev-
enues, segment EBITDA (which is defined as profit 
before depreciation, amortisation, finance income/
costs and income tax expense) and segment net 
profit. These measures are included in internal 
management reports.

Information related to each reportable segment is 
set out below. Unallocated items refer to the ac-
tivities of holding companies (European Lingerie 
Group AB, SIA European Lingerie Group, and E|L|B 
GmbH). 
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2020
In thousands of EUR Textiles Lingerie

Total 
segments Unallocated

Consolida-
tion adjust-

ments Total

External revenues 31,301 31,983 63,284 - - 63,284

Intersegment revenue 1,288 - 1,288 - (1,288) -

Total revenue 32,589 31,983 64,572 - (1,288) 63,284

Other operating income 1,709 1,962 3,671 967 (1,008) 3,630

Changes in inventories of 
finished goods and work in 
progress

1,102 (895) 207 - - 207

Raw materials and services (16,681) (10,562) (27,243) - 1,425 (25,818)

Employee benefits expense (8,099) (15,169) (23,268) (766) - (24,034)

Depreciation, amortisation and 
impairment of intangible assets

(1,491) (2,518) (4,009) (2) - (4,011)

(Impairment loss)/reversal of 
impairment loss on trade and 
other receivables

140 (272) (132) (138) - (270)

Other operating expenses (6,547) (10,228) (16,775) (1,876) 953 (17,698)

Operating profit 2,722 (5,699) (2,977) (1,815) 82 (4,710)

Interest income 83 241 324 420 (694) 50

Other finance income 902 1,158 2,060 4 - 2,064

Interest expense (241) (719) (960) (4,094) 701 (4,353)

Other finance costs (792) (1,216) (2,008) (15) - (2,023)

Income tax (535) (1,047) (1,582) 37 - (1,545)

Net profit 2,139 (7,282) (5,143) (5,463) 89 (10,517)

Operating profit 2,722 (5,699) (2,977) (1,815) 82 (4,710)

Depreciation, amortisation and 
impairment of intangible assets

1,491 2,518 4,009 2 - 4,011

EBITDA 4,213 (3,181) 1,032 (1,813) 82 (699)

Segment assets 25,804 38,001 63,805 461 (1) 64,265

Segment liabilities 8,811 24,280 33,091 38,636 (1) 71,726

Capital expenditure 138 488 626 - - 626

Number of employees at 
reporting date

478 591 1,069 6 - 1,075
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2019
In thousands of EUR Textiles Lingerie

Total 
segments Unallocated

Consolida-
tion adjust-

ments Total

External revenues 32,995 44,559 77,554 - - 77,554

Intersegment revenue 1,177 - 1,177 - (1,177) -

Total revenue 34,172 44,559 78,731 - (1,177) 77,554

Other operating income 806 761 1,567 23,383 (22,519) 2,431

Changes in inventories of 
finished goods and work in 
progress

744 1,075 1,819 - - 1,819

Raw materials and services (14,954) (16,075) (31,029) - 1,414 (29,615)

Employee benefits expense (9,141) (16,342) (25,483) (606) - (26,089)

Depreciation, amortisation and 
impairment of intangible assets

(1,563) (2,384) (3,947) (2) (182) (4,131)

(Impairment loss)/reversal of 
impairment loss on trade and 
other receivables

421 (107) 314 (120) - 194

Other operating expenses (6,336) (11,299) (17,635) (1,126) 651 (18,110)

Operating profit 4,149 188 4,337 21,529 (21,813) 4,053

Interest income 44 255 299 295 (543) 51

Other finance income 182 212 394 10 - 404

Interest expense (261) (617) (878) (3,813) 539 (4,152)

Other finance costs (87) (364) (451) (4) - (455)

Income tax (65) (43) (108) (13) - (121)

Net profit 3,962 (369) 3,593 18,004 (21,817) (220)

Operating profit 4,149 188 4,337 21,529 (21,813) 4,053

Depreciation, amortisation and 
impairment of intangible assets

1,563 2,384 3,947 2 182 4,131

EBITDA 5,712 2,572 8,284 21,531 (21,631) 8,184

Segment assets 27,298 42,591 69,889 497 - 70,386

Segment liabilities 8,370 18,207 26,577 39,557 - 66,134

Capital expenditure 2,345 575 2,920 1 - 2,921

Number of employees at 
reporting date

503 775 1,278 7 - 1,285

The assets and liabilities have been presented with eliminations and consolidation adjustments allocated to 
specific segments.

In presenting the geographic information, segment revenue was based on the geographic location of cus-
tomers and segment assets were based on the geographic location of the assets. For information on seg-
ment revenue by geographic location of customers refer to Note 8 (ii).
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Non-current non-financial assets

In thousands of EUR 2020 2019

Germany 10,874 10,540

Latvia 7,719 8,923

France 5,558 5,959

Hungary 2,121 2,569

Russia 980 981

Poland 962 882

Other countries 77 91

Total 28,291 29,945

Non-current assets exclude financial instruments 
and deferred tax assets.

8. Revenue

(i) Revenue streams

The Group generates revenue primarily from the 
sale of textiles and lingerie products (see Note 7). 
The Group is also involved in provision of cutting 
and garment sewing services as well as in provision 
of fabrics dyeing and finishing services.

In thousands of EUR 2020 2019

Sales of goods, 
wholesale

53,434 67,737

Sales of goods, retail 7,027 8,713

Rendering of services 2,676 873

Sales commissions 91 121

License income 56 110

Total revenue from 
contracts with 
customers

63,284 77,554

(ii) Disaggregation of revenue from contracts 

with customers

In the following table, revenue from contracts with 
customers is disaggregated by primary geograph-
ical markets. The table also includes a reconcilia-
tion of the disaggregated revenue with the Group’s 
reportable segments (see Note 7).

2020

In thousands of EUR Textiles Lingerie Total

Germany 1,811 10,082 11,893

Baltic states 11,655 38 11,693

France 748 7,773 8,521

Russia 4,554 2,668 7,222

Belarus 4,404 9 4,413

Poland 1,909 1,338 3,247

The Netherlands 34 2,669 2,703

Morocco 1,599 - 1,599

Italy 560 755 1,315

Ukraine 981 316 1,297

Belgium, Luxemburg 145 933 1,078

Switzerland, 
Liechtenstein

- 936 936

Spain 24 584 608

Austria 200 356 556

Sweden 121 129 250

Other countries 2,556 3,397 5,953

External revenue as 
reported in Note 7

31,301 31,983 63,284

2019

In thousands of EUR Textiles Lingerie Total

Germany 2,744 14,486 17,230

Baltic states 8,851 172 9,023

France 864 5,726 6,590

Russia 5,875 5,013 10,888

Belarus 5,158 13 5,171

Poland 1,929 2,316 4,245

The Netherlands 56 3,675 3,731

Morocco 2,376 - 2,376

Italy 169 1,702 1,871

Ukraine 1,368 177 1,545

Belgium, Luxemburg 102 1,261 1,363

Switzerland, 
Liechtenstein

- 1,116 1,116

Spain 96 3,523 3,619

Austria 384 575 959

Sweden 109 147 256

Other countries 2,913 4,658 7,571

External revenue as 
reported in Note 7

32,994 44,560 77,554

The Group has a diversified clientele and none of 
the customers have a share exceeding 10% of total 
revenue.

(iii) Contract balances

The following table provides information about 
receivables, contract assets and contract liabilities 
from contracts with customers. 
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In thousands of 
EUR

Note
31 December 

2020
31 December 

2019

Gross trade 
receivables which 
are included in 
“trade and other 
receivables”

21 11,650 15,564

Contract assets 26 29

Contract liabilities 320 192

The contract assets primarily relate to the Group’s 
rights to consideration for services provided but 
not billed at the reporting date. The contract assets 
are transferred to receivables when the rights be-
come unconditional. This usually occurs when the 
Group issues an invoice to the customer.

The contract liabilities relate to unused gift cards 
and advance payments received from customers. 
As at 31 December 2020, the amount of unused 
gift cards was EUR 13 thousand (31 December 
2019: EUR 6 thousand). This will be recognised as 
revenue when gift cards are used by customers but 
not later than validity of those cards expires (which 
is one year). Advance payments will be recognised 
as revenue during 2019 when respective customer 
orders are fulfilled. 

9. Other operating income

In thousands of 
EUR Note 2020 2019

Government grants 2,649 226

Rental income 
from property 
leases

621 561

Proceeds from bad 
debts previously 
written off

52 21

Income from 
sale of non-core 
materials

36 71

Gain on 
termination of 
lease agreement

24 1

Gain on disposal of 
property, plant and 
equipment

3 56

Income related 
to share-
based payment 
arrangements

37 - 666

Gain on disposal of 
subsidiary

33 - 217

Gain on bargain 
purchase

32 - 22

Other income from 
non-core activities

245 590

Total 3,630 2,431

10. Raw materials and services

In thousands of EUR 2020 2019

Raw materials and 
consumables 

21,161 24,415

Purchases of lingerie 
garments from third 
parties

3,791 3,793

External services 563 1,407

Raw materials and 
consumables purchases 
from related parties

303 -

Total 25,818 29,615

11. Employee benefits expense

In thousands of EUR 2020 2019

Wages and salaries 16,917 20,777

Social security 
contributions

4,174 4,486

Expenses related to 
post-employment 
defined benefit plans

7 7

Other employee benefits 2, 936 819

Total 24,034 26,089 

As of 31 December 2020, the Group employed 
1,075 employees (31 December 2019: 1,285 em-
ployees), including 804 women (31 December 
2019: 993 women). The Board of Directors con-
sisted of 3 board members, all of whom are men. 
The Group’s executive management consisted of 
3 people, including 2 women. Average number of 
employees was 1,180 during the reporting period 
(2019: 1,282). 

Remuneration and other benefits for the reporting 
period of the Board of Directors was as follows:

In thousands of EUR
Remu-

neration 

Social 
security 

costs Total

Indrek Rahumaa 59 19 78

Dmitry Ditchkovsky 35 - 35

Total 94 19 113

Remuneration and other benefits of the Board of 
Directors for the year ended 31 December 2019 
was as follows:

In thousands of EUR
Remu-

neration 

Social 
security 

costs Total

Indrek Rahumaa 64 20 84

Dmitry Ditchkovsky 35 - 35

Fredrik Synnerstad 8 3 11

Total 107 23 130

During the reporting period, amount of expenses 
related to executive management remuneration 
including CEO was EUR 1,092 thousand including 
social security costs of EUR 202 thousand (2019: 
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EUR 453 thousand and EUR 50 thousand respec-
tively).

12. Other operating expenses

In thousands of 
EUR Note 2020 2019

Change in write 
downs to net 
realizable value for 
obsolete and slow-
moving inventories

3,370 919

Professional 
services

3,123 1,561

Sales and 
marketing

2,908 4,482

Utilities 2,373 2,928

Storage, 
transportation and 
packaging

2,012 1,643

Repair and 
maintenance

728 868

IT and 
communication

628 681

Bank services 362 389

Travel expenses 240 689

Insurance 232 230

Expense relating to 
short-term leases

34 225 325

Other taxes 218 276

Car park related 
costs

62 125

Loss on disposal 
of property, plant 
and equipment and 
intangible assets

58 127

Real estate tax 40 40

Expenses related 
to share-
based payment 
arrangements

37 - 52

Other operating 
expenses

1,119 2,775

Total  17,698 18,110

Auditors fees included into professional services 
were as follows:

In thousands of EUR 2020 2019

Ernst & Young:

Audit 187 190

Other:

Audit 34 12

Other assignments 79 22

Total 300 224 

13. Finance income

In thousands of EUR 2020 2019

Interest income under 
the effective interest 
method on:

50 51

Foreign exchange gains 2,064 404

Total 2,114 455

14. Finance costs

In thousands of EUR 2020 2019

Interest expense on 
financial liabilities mea-
sured at amortised cost

4,353 4,152

Foreign exchange losses 1,997 379

Interest expense on net 
defined benefit liability

21 57

Fines and penalties 5 19

Total 6,376 4,607

EUR 4,353 thousand of interest expense in the re-
porting period consist of EUR 3,727 thousand of in-
terest expense on loans and borrowings, EUR 624 
thousand of interest expense related to the amor-
tisation of transaction costs on bonds issue which 
were deducted from the bond nominal value and 
EUR 2 thousand of interest expenses related to 
trade and other payables.

EUR 4,152 thousand of interest expense for the 
year ended 31 December 2019 consist of EUR 
3,585 thousand of interest expense on loans and 
borrowings, EUR 567 thousand of interest expense 
related to the amortisation of transaction costs on 
bonds issue which were deducted from the bond 
nominal value.

15. Income tax expense

The major components of income tax expense for 
the period ended 31 December are:

In thousands of EUR 2020 2019

Current tax expense 207 484

Current year 230 434

Changes in estimates 
related to prior years 

(23) 50

Deferred tax expense 1,338 (363)

Derecognition of 
previously recognised tax 
losses

1,117 -

Derecognition of 
previously recognised 
deductible temporary 
differences

284 -

Origination and reversal 
of temporary differences

(63) (362)

Reduction in tax rate - (1)

Income tax expense 
reported in profit or loss

1,545 121
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During 2020, Felina GmbH derecognised previ-
ously recognised deferred tax asset on tax losses 
and deductible temporary differences as manage-
ment assessed it it uncertain whether future tax-
able profit would be available against which the 
benefits could be used.

Amounts recognised in OCI during reporting peri-
od are as follows:

2020

In thousands of EUR
Before 

tax
Tax 

expense
Net of 

tax

Items that will not be 
reclassified to profit 
or loss

Remeasurements of 
defined benefit liability

(111) (93) (204)

(111) (93) (204)

2019

In thousands of EUR
Before 

tax
Tax 

expense
Net of 

tax

Items that will not be 
reclassified to profit 
or loss

Remeasurements of 
defined benefit liability

227 (70) 157

227 (70) 157

EUR 93 thousand of tax expense recognised in OCI 
in 2020 totally relates to the derecognition of pre-
viously recognised deferred tax asset on deduct-
ible temporary differences related to remeasure-
ment of defined benefit liability.

Reconciliation between tax expense and the prod-
uct of accounting profit multiplied by the Parent’s 
domestic tax rate of 21.4% for the period ended 31 
December 2020 is as follows (2019: 21.4%):

In thousands of EUR 2020 2019

Profit/(loss) before tax (8,972) (99)

Tax using the Parent's 
domestic tax rate

(1,920) (21)

Tax effect of:

Derecognition of 
previously recognised 
deductible temporary 
differences

284 -

Non-deductible 
expenses

200 1,326

Net loss of Latvian 
subsidiaries which 
may not be utilised 
in future periods and 
for which no deferred 
tax is recognised

195 13

Effect of tax rates in 
foreign jurisdictions

(752) (206)

Tax-exempt income (684) (763)

Changes in estimates 
related to prior years

(23) 50

Tax incentives - (809)

Other differences (10) 32

Change in unrecognised 
deferred tax

4,255 499

Income tax expense 
reported in profit or loss

1,545 121

According to the Latvian Law on Corporate In-
come Tax effective from 1 January 2018 taxable 
base includes distributed profit (dividends calculat-
ed, payments equivalent to dividends, conditional 
dividends) and conditionally or theoretically dis-
tributed profit (non-operating expenses, doubtful 
debts, excessive interest payments, loans to related 
parties, etc). According to the law net loss gener-
ated by Latvian subsidiaries in the reporting period 
may not be utilised in future periods to decrease 
taxable profit and deferred tax asset is not rec-
ognised by the Group as a result. 

Effect of tax rates in foreign jurisdictions was main-
ly a result of higher corporate income tax rate of 
German subsidiaries (29.125%-30.88%) compared 
to the Parent’s domestic tax rate of 21.4% (2019: 
21.4%). 

Movements in deferred tax balances are as follows:
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2020 Balance at 31 December

In thousands of EUR
Net balance at 

1 January

Recognised 
in profit or 

loss
Recognised 

in OCI

Effect of 
movements 
in exchange 

rates Net
Deferred tax 

assets
Deferred tax 

liabilities

Property, plant and 
equipment

(130) 22 - 9 (99) 13 (112)

Right-of-use assets (808) 35 - 11 (762) - (762)

Intangible assets (2,339) 143 - - (2,196) - (2,196)

Inventories (3) 207 - (1) 203 255 (52)

Loans and other 
receivables, 
including contract 
assets

258 (118) - (6) 134 143 (9)

Employee benefits 439 (346) (93) - - - -

Provisions 39 (17) - - 22 22 -

Loans and other 
payables

673 143 - (12) 804 835 (31)

Deferred income - 11 - - 11 11 -

Tax losses carried 
forward

4,423 3,244 - (5) 7,662 7,662 -

Unrecognised tax 
losses

(3,117) (4,255) - - (7,372) (7,372) -

Latvian subsidiaries 
profit for distribution

(492) (407) - - (899) - (899)

Tax assets (liabilities) 
before set-off

(1,057) (1,338) (93) (4) (2,492) 1,569 (4,061)

Set-off of tax - - - - - (860) 860

Net tax assets 
(liabilities)

(1,057) (1338) (93) (4) (2,492) 709 (3,201)
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2019 Balance at 31 December

In thousands of EUR
Net balance at 

1 January

Recognised 
in profit or 

loss
Recognised 

in OCI

Effect of 
movements 
in exchange 

rates Net
Deferred tax 

assets
Deferred tax 

liabilities

Property, plant and 
equipment

 (166) 33 - 3 (130) 13 (143)

Right-of-use assets - (806) - (2) (808) - (808)

Intangible assets  (2,510) 171 - - (2,339) - (2,339)

Inventories  (31) 26 - 2 (3) 74 (77)

Loans and other 
receivables, 
including contract 
assets

 72 185 - 1 258 266 (8)

Employee benefits  463 46 (70) - 439 439 -

Provisions  38 1 - - 39 39 -

Loans and other 
payables

 (45) 716 - 2 673 838 (165)

Tax losses carried 
forward

 4,132 291 - - 4,423 4,423 -

Unrecognised tax 
losses

 (2,618) (499) - - (3,117) (3,117) -

Latvian subsidiaries 
profit for distribution

 (691) 199 - - (492) - (492)

Tax assets (liabilities) 
before set-off

 (1,356) 363 (70) 6 (1,057) 2,975 (4,032)

Set-off of tax - - - - - (1,049) 1,049

Net tax assets 
(liabilities)

(1,356) 363 (70) 6 (1,057) 1,926 (2,983)

The Group offsets tax assets and liabilities if and only if it has a legally enforceable right to set off current tax 
assets and current tax liabilities and the deferred tax assets and deferred tax liabilities relate to income taxes 
levied by the same tax authority.
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Tax losses for which deferred tax asset was rec-
ognised expire as follows:

Corporate tax

In thousands of EUR
31 December 

2020 Expiry period

Expire 2 2023

Never expire 872 -

Total 874 -

In thousands of EUR
31 December 

2019 Expiry period

Expire 154 2023-2028

Never expire 4,365 -

Total 4,519 -

Trade tax

In thousands of EUR
31 December 

2020 Expiry period

Expire - -

Never expire - -

Total - -

In thousands of EUR
31 December 

2019 Expiry period

Expire - -

Never expire 3,724 -

Total 3,724 -

The income tax in Germany is made up of corpo-
ration tax and trade tax, which is a local municipal 
income tax in Germany. Corporation tax (includ-
ed into corporate tax) and trade tax are presented 
separately in the financial statements as they are 
applied to different tax bases and calculated at dif-
ferent rates.

No deferred tax asset was recognised by loss-mak-
ing companies (in particular Felina GmbH 
derecognised previously recognised deferred tax 
asset on accumulated tax losses), as it was not 
probable that future taxable profit will be available 
against which they can use the benefits therefrom. 
Deferred tax assets have not been recognised in 
respect of the following items:

Corporate tax

31 December 2020

In thousands of EUR Gross amount Tax effect

Tax losses 28,168 5,239

31 December 2019

In thousands of EUR Gross amount Tax effect

Tax losses 13,115 2,619

Under current tax legislation tax losses for which 
no deferred tax asset was recognised expire as fol-
lows:

In thousands of EUR
31 December 

2020 Expiry period

Expire 2,676 2022-2032

Never expire 25,492 -

Total 28,168 -

In thousands of EUR
31 December 

2019 Expiry period

Expire 1,567 2022-2031

Never expire 11,548 -

Total 13,115 -

Trade tax

31 December 2020

In thousands of EUR Gross amount Tax effect

Tax losses 14,198 2,133

31 December 2019

In thousands of EUR Gross amount Tax effect

Tax losses 4,285 498

Tax losses for which no deferred tax asset was rec-
ognised expire as follows:

In thousands of EUR
31 December 

2020 Expiry period

Expire - -

Never expire 14,198 -

Total 14,198 -

In thousands of EUR
31 December 

2019 Expiry period

Expire - -

Never expire 4,285 -

Total 4,285 -

Tax losses for which no deferred tax was rec-
ognised have arisen in companies that have been 
loss making for some time, and there are no other 
tax planning opportunities or other evidence of re-
coverability in the near future. 
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16. Property, plant and equipment

In thousands of EUR Note
Land and 
buildings

Machinery and 
equipment

Other proper-
ty, plant and 

equipment

Property, plant 
and equipment 

under con-
struction Total

Cost

Opening balance at 
1 January 2019

 9,804  20,846  5,195  613  36,458 

Acquisitions through 
business combinations

32 - 2 2 - 4

Additions - 2,008 221 330 2,559

Transfers 68 769 9 (846) -

Transfers to right-of-
use assets

17 - (83) (76) - (159)

Disposals - (1,425) (42) (7) (1,474)

Effect of movements 
in exchange rates

(64) (21) 3 1 (81)

At 31 December 2019 9,808 22,096 5,312 91 37,307

Additions 13 34 63 75 185

Disposals - (26) (87) - (113)

Effect of movements 
in exchange rates

(198) (80) (23) (1) (302)

At 31 December 2020 9,623 22,024 5,265 165 37,077

Accumulated depre-
ciation

Opening balance at 1 
January 2019

 2,504  18,464  3,645  -  24,613 

Transfers to right-of-
use assets

17 413 1,009 416 - 1,838

Depreciation - (17) (24) - (41)

Disposals - (127) (31) - (158)

Effect of movements 
in exchange rates

(5) (8) 2 - (11)

At 31 December 2019 2,912 19,321 4,008 - 26,241

Depreciation 404 658 353 - 1,415

Disposals - - (45) - (45)

Effect of movements 
in exchange rates

(21) (35) (11) - (67)

At 31 December 2020 3,295 19,944 4,305 - 27,544

Carrying amounts

At 31 December 2019 6,896 2,775 1,304 91 11,066

At 31 December 2020 6,328 2,080 960 165 9,533
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Property, plant and equipment acquired through 
business combinations were recorded at fair value 
by the Group at the time of acquisition, while as-
sets acquired under common control transactions 
were recorded at their carrying amounts made up 
by cost and accumulated depreciation at acquisi-
tion date.

Pledged assets

The carrying amount of property, plant and equip-
ment pledged as collateral under bonds and bank 
loan agreements amounted to EUR 6,799 thou-
sand at 31 December 2020 (31 December 2019: 
EUR 7,865 thousand). For more details on pledged 
property, plant and equipment refer to Note 28 of 
these financial statements.
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17. Right-of-use assets

In thousands of EUR Note
Land & Build-

ings
Machinery & 

equipment

Other 
property, plant 
and equipment Total

Cost

Opening balance at 31 December 2018 - - - -

Recognition on initial application of 
IFRS 16

4,675 67 186 4,928

Transfers from property, plant and 
equipment

16 - 83 76 159

Opening balance at 1 January 2019 4,675 150 262 5,087

Acquisitions through business 
combinations

32 53 - - 53

Additions 120 1,200 37 1,357

Remeasurements (33) - - (33)

Disposals (743) - (8) (751)

Effect of movements in exchange rates 15 - - 15

At 31 December 2019 4,087 1,350 291 5,728

Additions 175 40 37 252

Remeasurements 1,685 304 - 1,989

Disposals (185) - (5) (190)

Effect of movements in exchange rates (72) - (11) (83)

At 31 December 2020 5,690 1,694 312 7,696

Accumulated depreciation

Opening balance at 31 December 2018 - - - -

Transfers from property, plant and 
equipment

16 - 17 24 41

Opening balance at 1 January 2019 - 17 24 41

Depreciation 34 1,236 72 78 1,386

Disposals (7) - (1) (8)

Effect of movements in exchange rates 3 - - 3

At 31 December 2019 1,232 89 101 1,422

Depreciation 34 1,197 360 101 1,658

Disposals (64) - (5) (69)

Effect of movements in exchange rates (21) 1 (4) (24)

At 31 December 2020 2,344 450 193 2,987

Carrying amounts

At 31 December 2019 2,855 1,261 190 4,306

At 31 December 2020 3,346 1,244 119 4,709
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Remeasurement of land and buildings, machinery 
and equipment in 2020 amounted to EUR 1,685 
thousand and EUR 304 thousand respectively and 
related to the extension of lease terms for leased 
assets. Remeasurement of land and buildings in 
2019 amounted to EUR -33 thousand which was a 
result of discounts obtained by Felina Polska SP. z 
o.o. for its leases of office and retail stores. 2020 
disposals in the net amount of EUR  121 thousand 

related to stores closure by Brigitte Wäschever-
triebs GmbH and Felina Polska SP. z o.o. and can-
cellation of office rental by Felina France S.a r.l. after 
COVID-19 lockdowns and transfer of employees to 
home office. 2019 disposals in the net amount of 
EUR 736 thousand were mainly attributable to the 
termination of the office lease agreement by Felina 
GmbH.
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18. Intangible assets

In thousands of EUR Note Goodwill
Brand 

names
Customer 

relations Software
Order 

backlog Total

Cost

Opening balance at 1 
January 2019

 6,937  5,987  2,115  1,086  219  16,344 

Additions - - - 362 - 362

Disposals - - - (17) - (17)

Disposals as a result of 
subsidiary disposal

33 - - - (76) - (76)

At 31 December 2019 6,937 5,987 2,115 1,355 219 16,613

Additions - - - 441 - 441

Disposals - - - (141) - (141)

Effect of movements 
in exchange rates

- - - (15) - (15)

At 31 December 2020 6,937 5,987 2,115 1,640 219 16,898

Accumulated 
amortization

Opening balance at 1 
January 2019

- -           401           517           219       1,137 

Amortisation - - 423 302 - 725

Disposals - - - (6) - (6)

Impairment loss 182 - - - - 182

Effect of movements 
in exchange rates

- - - 2 - 2

At 31 December 2019 182 - 824 815 219 2,040

Amortisation - - 423 294 - 717

Disposals - - - (122) - (122)

Impairment loss 221 - - - - 221

Effect of movements 
in exchange rates

- - - (7) - (7)

At 31 December 2020 403 - 1,247 980 219 2,849

Carrying amounts

At 31 December 2019 6,755 5,987 1,291 540 - 14,573

At 31 December 2020 6,534 5,987 868 660 - 14,049

Pledged assets

The carrying amount of intangible assets pledged 
as collateral under bank loan agreements amount-
ed to EUR 4,310 thousand at 31 December 2020 
(31 December 2019: EUR 6,803 thousand). For 
more details on pledged intangible assets refer to 
Note 28 of these financial statements.

Impairment test

Goodwill and brand names were tested for impair-
ment as at 31 December 2020. For the purpose of 
impairment testing, goodwill has been allocated to 
the Group’s CGUs (operating divisions) as follows:

In thousands of EUR 2020 2019

Felina International AG 
Group (lingerie segment)

3,636 3,636

Dessus-Dessous S.A.S 
(lingerie segment)

2,322 2,322

AO Avangard (textiles 
segment)

979 979

Total goodwill 6,937 6,937

Brand names have been allocated to the Group’s 
CGUs as follows:

In thousands of EUR 2020 2019

Felina International AG 
Group (lingerie segment)

4,225 4,225

Dessus-Dessous S.A.S 
(lingerie segment)

1,762 1,762

Total brand names 5,987 5,987
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The recoverable amount of all three CGUs was 
based on their value in use, determined by dis-
counting the future cash flows to be generated 
from the continuing use of the CGUs. 

The key assumptions used in the estimation of val-
ues in use were as follows:

Felina 
International 

AG Group
AO 

Avangard

Dessus-
Dessous 

S.A.S

Discount rate 10.68% 13.5% 10.3%

Terminal value 
growth rate

1.5% 2.0% 2.5%

Revenue growth 
rate (average of 
next five years)

11.0% 4.8% 8.3%

Operating profit 
margin (average 
of next five 
years)

4.9% 13.2% 3.3%

The discount rate calculation was determined on 
the basis of the weighted average cost of capital 
(WACC). WACC takes into consideration both debt 
and equity. The cost of debt is a required rate of 
return on debt. The cost of equity derives from the 
expected return to investors. The discount rate was 
determined after taxes.

Cash flows were based on management’s forecast 
of the development of the CGUs’ business over the 
next five years. Cash flows after the forecast period 
approved by management were extrapolated using 
a steady 1.5% growth factor for Felina International 
AG Group, 2.5% for Dessus-Dessous S.A.S and 2.0% 
for AO Avangard.

Forecasted operating profit of Felina International 
AG Group was estimated based on past trends and 
experience, adjusted as follows:

- Revenue growth was projected taking into 
account the estimated sales volume and 
price growth for the next five years. It was as-
sumed that the sales volume would increase 
by 11.4% on average in the next five years 
while the sales price would almost remain at 
the same level.

- Operating profit margin was projected to 
remain at the level of pre-COVID years ad-
justed for savings as a result of restructuring 
measures implemented by the Group during 
2020 and to be implemented during 2021.

Forecasted operating profit of AO Avangard was 
estimated based on past trends and experience, 
adjusted as follows:

- Revenue growth was projected taking into 
account the estimated sales volume and 
price growth for the next five years. It was 

assumed that the sales volume would in-
crease by 3.8% on average in the next five 
years while the sales price would increase by 
1.0% on average.

- operating profit margin was projected to re-
main at the level of recent years with oper-
ating expenses adjusted for the forecasted 
inflation over the next five years. 

Forecasted operating profit of Dessus-Dessous 
S.A.S was estimated based on past trends and ex-
perience, adjusted as follows:

- Revenue growth was projected taking into 
account the estimated sales volume and 
price growth for the next five years. It was 
assumed that the sales volume would in-
crease by 7.2% on average in the next five 
years while the sales price would increase by 
1.0% on average.

- Operating profit margin was projected to be 
increasing gradually as compared to the re-
cent years as a result of higher sales and fixed 
costs staying at the level of previous years 
adjusted for forecasted inflation. 

As the result of the impairment test carried out, the 
estimated recoverable amount for Felina Interna-
tional AG Group was below its carrying amount 
by EUR 221 thousand. The impairment loss of EUR 
221 thousand was recognised and fully allocated 
to goodwill and included in ‘Depreciation, amor-
tisation and impairment of intangible assets’. Es-
timated recoverable amount of Dessus-Dessous 
S.A.S and AO Avangard exceeded their carrying 
amount. Management has identified that no possi-
ble change in key variables used in the calculation 
would lead to the need to recognise impairment 
for Dessus-Dessous S.A.S and AO Avangard. For 
the estimated recoverable amount of Dessus-Des-
sous S.A.S and AO Avangard to be equal to their 
carrying amount, each key assumption individually 
should reach the following values (assuming other 
assumptions remain unchanged):

Dessus-Dessous 
S.A.S AO Avangard

Discount rate 10.8% 27.7%

Revenue growth/
(decline) rate (average of 
next five years)

8.2% 3.4%

Operating profit margin 
(average of next five 
years)

3.0% 7.3%
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19. Equity accounted investees

The group held a 50% share in Tele Textile Latvia 
SIA at 31 December 2020, which was acquired in 
common control transaction as part of SIA Euro-
pean Lingerie Group acquisition. Tele Textile Latvia 
SIA does not qualify to be a subsidiary as none of 
the shareholders have majority votes in the Com-
pany and the control is shared equally. 

Tele Textile Latvia SIA does not qualify for joint op-
eration as it is structured as a separate vehicle and 
the Group has joint control of the arrangement 
and a residual interest in the net assets of Tele Tex-
tile Latvia SIA. The Group is liable to Tele Textile 
Latvia SIA and its liabilities only to the extent of its 
investment in Tele Textile Latvia SIA. Shareholders 
have not taken on any additional commitments to 
compensate any losses or to make any additional 
contributions to the joint venture. Accordingly, the 
Group has classified its interest in Tele Textile Lat-
via SIA as a joint venture. The following table sum-
marises statement of financial position and profit 
or loss information of Tele Textile Latvia SIA as in-
cluded in its own financial statements prepared in 
accordance with Latvian accounting standards.

In thousands of EUR
31 December 

2020
31 December 

2019

Percentage ownership 
interest

50% 50%

Non-current assets 553 657

Current assets 515 698

Non-current liabilities - (1,664)

Current liabilities (1,711) (395)

Net assets (643) (704)

Group's share of net 
assets

(322) (352)

Carrying amount of 
interest in joint venture

- -

2020 2019

Revenue 1,124 1,381

Profit / (loss) for the year 61 (104)

Total comprehensive 
income

61 (104)

Group's share of profit 
/ (loss)

31 (52)

The Group did not recognise its share of profit or 
loss of Tele Textile Latvia SIA during the reporting 
period since Group’s share of net assets was still 
negative while the carrying amount of interest was 
zero.

The Group did not receive dividends from the equi-
ty accounted investee during the reported period.

20. Inventories

In thousands of EUR 2020 2019

Raw materials and 
consumables

10,137 6,691

Work in progress 5,011 1,803

Finished goods 1,269 11,851

Right to recover 
returned goods

356 126

Total 16,773 20,471

EUR 25,255 thousand was recognised as an ex-
pense during the reporting period and included 
in ‘raw materials and services’ (2019: EUR 28,208 
thousand).

Movement in write downs of inventories:

In thousands of EUR 2020 2019

Cumulative write downs 
at 1 January

1,082 679

Write downs recognised 3,370 933

Write downs utilised (1,102) (516)

Write downs released - (14)

Cumulative write downs 
at 31 December

3,350 1,082

The carrying amount of inventories pledged as 
collateral under bank loan agreements amounted 
to EUR 7,879 thousand at 31 December 2020 (31 
December 2019: EUR 8,869 thousand). For more 
details on pledged inventories refer to Note 28 of 
these financial statements.
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21. Trade and other receivables

See accounting policies in Notes 3.14 (i) - (ii) and 
3.16 (i).

In thousands of EUR 2020 2019

Financial trade and 
other receivables

Trade receivables 10,884 14,941

Loans to related parties 812 819

Trade receivables due 
from related parties

766 623

Other receivables 635 429

Other receivables due 
from related parties

383 431

Allowance for trade and 
other receivables

(1,031) (1,065)

Allowance for trade and 
other receivables due 
from related parties

(1,062) (737)

Allowance for loans to 
related parties

(12) (102)

11,375 15,339

Non-financial trade and 
other receivables

VAT receivable 228 189

Social contributions 
receivable

58 2

Other taxes receivable 5 6

Other assets 69 35

360 232

Total 11,735 15,571

Non-current 651 717

Current 11,084 14,854

Total 11,735 15,571

As at 31 December 2020 and 31 December 2019 
trade receivables in the gross amount of EUR 
10,884 thousand and EUR 14,941 thousand re-
spectively mostly comprise receivables for goods 
sold. For more details on the composition of trade 
receivables refer to Note 31.

The Group sold with recourse trade receivables to 
a factoring company with cash proceeds. These 
trade receivables were not derecognised from 
the statement of financial position, because the 
Group retains substantially all of the risks and re-
wards – primarily credit risk. The amount received 
on transfer was recognised as secured other loans 
(see Note 28). 

The following information shows the carry-
ing amount of trade receivables at the year-end 
that have been transferred but have not been 
derecognised and the associated liabilities.

In thousands of EUR 2020 2019

Carrying amount 
of trade receivables 
transferred to a factoring 
company

90 720

Carrying amount of 
associated liabilities

77 698

Trade and other receivables for the amount of EUR 
8,314 were pledged as collateral under bank loan 
agreements as at 31 December 2020 (31 Decem-
ber 2019: EUR 7,174 thousand). For more details on 
pledged trade and other receivables refer to Note 
28 of these financial statements.

For terms and conditions relating to related party 
receivables, refer to Note 36.

Information about the Group’s exposure to credit 
and market risks, and impairment losses for trade 
and other receivables is included in Note 31.

22. Cash and cash equivalents

In thousands of EUR 2020 2019

Cash on hand 43 56

Bank balances 5,834 1,272

Cash in transit 38 37

Cash and cash 
equivalents 

5,915 1,365

Cash and cash equivalents reported in the state-
ment of cash flows are the same as in the state-
ment of financial position.

The carrying amount of cash and cash equivalents 
pledged as collateral under bank loan agreements 
amounted to EUR 1,164 thousand as at 31 Decem-
ber 2020 (31 December 2019: EUR 78 thousand) 
(refer to Note 28).

23. Capital and reserves

Share capital

 Number of shares 2020 2019

Opening balance 60,000 60,000

Issued for cash - -

In issue at 31 December 
– fully paid

60,000 60,000

Nominal value of one 
share, EUR

1 1

The Parent Company has one series of shares. All 
shares have equal rights to dividends and the Par-
ent Company’s residual assets. 

Nature and purpose of reserves

As at 31 December 2020 reserves include transla-
tion reserve in the amount of EUR -1,208 thousand 
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which comprises all foreign currency differences 
arising from the translation of the financial state-
ments of foreign operations (31 December 2019: 
EUR -216 thousand).

Dividends

There were no dividends paid by the Group during 
the year (2019: none).

No dividends were proposed by the Board of Di-
rectors after the reporting date. 

24. Going concern

Net loss of the Group for the period ended 31 De-
cember 2020 amounted to EUR 10,517 thousand.

Management is confident that the Group is a go-
ing concern. According to the business plan, the 
Group is expected to be profit making. 

Net loss was a result of extraordinary costs during 
2020 described in Note 25. Additional reason for 
net loss was interest expense related to the amor-
tization of transaction costs on bonds issue in the 
amount of EUR 624 thousand.

Negative impact of COVID-19 outbreak is expect-
ed to be temporary and the drop in revenue and 
profitability during 2020 is expected to be reversed 
gradually during 2021-2022.

The ability to continue as a going concern also de-
pended on the completion of the bond restructur-
ing process of the group, which was successfully 
signed in April 2021 and closed in June 2021. The 
restructuring included the following:

• the equity investor acquired 30% of shares in 
SIA European Lingerie Group (SIA ELG), a sub-
sidiary of European Lingerie Group AB (ELG 
AB), and certain receivables of ELG AB from 
ELG SIA for the total purchase price of EUR 4.5 
million;

• the lender provided a loan to the Group of 
EUR 22.5 million. The loan has been secured 
by an extensive security package over the SIA 
ELG group’s assets (including real estates, as-
sets, machinery, shares, trademarks, receiv-
ables, etc); 

• the proceeds from the loan and the equity in-
vestment amounted to in total EUR 27 million. 
EUR 21 million was used to repay the Bonds, 
EUR 2 million was used to refinance a bank 
loan issued to the ELG group’s German sub-
sidiary and the remainder of the proceeds is be 
used for working capital needs and transaction 
costs.

To repay the bank loan, the Group will use the cash 
flow earned from its operating activities. Based on 
the forecast prepared by the management, the 
Group plans to obtain sufficient funds and will be 
able to pay for its liabilities within the specified 
payment terms.

25. Capital management

Capital includes total equity.

The aim of the Group’s capital management is to 
support business operations with an optimal capi-
tal structure by ensuring normal resources for op-
erations and increasing shareholder value with the 
goal of generating the best possible return.

The Board of Directors seeks to maintain a balance 
between the higher returns that might be possible 
with higher levels of borrowing and the advantages 
and security afforded by a sound capital position. 
The Group monitors the ratio of net interest-bear-
ing debt to adjusted EBITDA. For this purpose, 
net interest-bearing debt is defined as total inter-
est-bearing debt less cash and cash equivalents. 
Adjusted EBITDA comprises reported EBITDA be-
fore taking into account extraordinary items, which 
are not in line with the ordinary course of business. 

The Group’s net interest-bearing debt to adjusted 
EBITDA ratio at 31 December was as follows:

In thousands of EUR Note 2020 2019

Interest-bearing 
debt

28 51,901 46,996

Less: cash and cash 
equivalents

(5,915) (1,365)

Net interest-bear-
ing debt

45,986 45,631

Reported EBITDA (699) 8,184

Extraordinary items 4,653 645

Adjusted EBITDA 3,954 8,829

 

Net interest-bear-
ing debt to adjusted 
EBITDA

11.63 5.17
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Extraordinary items include the following: 

In thousands of EUR 2020 2019

Costs related to the 
contemplated restructuring 
costs of the Group

3,385 93

Transaction costs:

Bond change / amendment / 
restructuring related costs

1,002 137

Acquisition of subsidiary - 4

Capital raise related costs 180 -

Net loss on disposal of 
property, plant and equipment 
and intangible assets

36 70

Management contract 
termination costs

- 310

Gain on disposal of subsidiary - (217)

Other costs 50 248

Total 4,653 645

• Costs related to the contemplated restructur-

ing of the Group in 2020 comprised consult-
ing and legal expenses related to further re-
structuring measures plan preparation for the 
Group as well as accrued costs for potential 
business model transformation. Restructuring 
of brands/subsidiaries in 2019 related to re-
structuring/consolidation of some functions 
within Felina Group which caused one-off 
dismissal costs and closure costs as well as 
consulting and legal expenses related to fur-
ther restructuring measures plan preparation 
for the Group.

• Transaction costs in 2020 related to renego-
tiation of the Bond Terms and Conditions, es-
tablishment and registration of additional col-
lateral requested by the bondholders as well as 
restructuring of the bonds through an invest-
ment process. 2019 transaction costs related 
to acquisition of Yustina OOO (renamed to 
Senselle OOO) and costs related to renegotia-
tion of the Bond Terms and Conditions.

• Capital raise related costs in 2020 included 
mainly legal costs related to potential equity 
and debt attraction projects.

• Management contract termination costs in 
2019 related to contract terminations with Mr 
Peter Partma, Mr Christian Stolba and Ms Bri-
gitte Hardt. 

• Gain on disposal of subsidiary included net 
amount of profit recognised (difference be-
tween consideration received and net assets 
disposed) as a result of Brafetch GmbH dis-
posal. For further details on the transaction 
refer to Note 33.

• Other costs in 2020 included various consult-
ing costs related to the potential investment 
projects. Other costs in 2019 related to the es-
tablishment and activities of the new subsidi-
ary in Germany - Brafetch GmbH, various con-
sultancy costs related to potential investment 
projects and costs of renaming and relabelling 
of two new Felina lingerie garment series 

The Group’s capital management, amongst other 
things, aims to ensure that it meets financial cov-
enants attached to the interest-bearing loans and 
borrowings that define capital structure require-
ments. Breaches in meeting the financial cove-
nants would permit the issuer to accelerate loans 
and borrowings. 

Due to COVID-19 pandemic, the Group was not 
able to raise the required amount of equity in full 
in the beginning of 2020. Therefore, the amend-
ments to the Terms and Conditions as approved in 
the written procedure, including the adjustments 
to the maintenance test for the reference period 
ending on 31 December 2020, did not come into 
effect, which has resulted in the continuing breach 
of the maintenance test.

In April 2020, the Group initiated discussions with 
the bondholders and other investors to find solu-
tions for the Group with regard to the terms and 
conditions and in July 2020 reached an agreement 
on the standstill with the Bondholder Committee 
(Representing approximately 64 per cent of the to-
tal nominal amount of the bonds) regarding ELG’s 
defaults under the Terms and Conditions until the 
execution of the restructuring of the Group and 
the Bonds. In April 2021, the Group and its major 
shareholders signed an agreement with the Bond-
holder Committee, AS Rietumu Banka as a lender 
and its affiliated company RB ELG SIA as an equity 
investor on the restructuring of ELG and its Bonds, 
under which the Bonds were repaid with EUR 21 
million in cash and the remaining nominal amount 
of EUR 19 million of the Bonds plus accrued and 
unpaid interest was written down to zero. The 
transaction was closed in June 2021 with the re-
payment to the Bondholders made on 6 July 2021. 
Refer to Note 39 for further details on subsequent 
events.

26. Net employee defined benefit li-
ability

Net employee defined benefit liability was acquired 
by the Group as a result of SIA European Lingerie 
Group acquisition in 2018. Felina GmbH contrib-
utes to the post-employment defined benefit plan 
in Germany. The plan was established on 31 De-
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cember 1984 and entitled each member of staff, 
who was employed as of that date and who had 
joined the Company before 5 March 1982, to the 
right for the Company pension benefits. The fol-
lowing types of pension benefits are granted:

- Retirement pension

- Early retirement pension

- Occupational or permanent disability pen-
sion

- Widow’s, widower’s and orphan’s pension.

Pension benefits are only granted if the pension 
beneficiary has completed an eligible service pe-
riod of at least 10 years. The age limit is the com-
pleted 65th year of life. The eligible service period 
is viewed to be the time the employee has spent in 
the company without interruption since joining the 
company. Years of service are no longer credited 
once the employee reaches his or her 65th birth-
day. The pension scheme was closed to new hires 
starting from 1 March 1996.

Furthermore, a minor plan was established by Feli-
na International AG in Switzerland. However, there 
was a settlement of the plan in June 2018 which 
was a result of the simplification of the Group 
structure and closure of Felina International AG of-
fice. As a result of settlement, all benefits provided 
under the defined benefit plan were eliminated.

The defined benefit plans are administered by 
pension funds that are legally separated from the 
Group. The boards of the pension funds are re-

quired by law to act in the best interest of the plan 
participants and are responsible for setting certain 
policies (investment, contribution and indexation 
policies) of the fund.

These defined benefit plans expose the Group to 
actuarial risks, such as longevity risk, currency risk, 
interest rate risk and market (investment) risk.

Funding

The Group has determined that, in accordance 
with the terms and conditions of the defined ben-
efit plans, and in accordance with statutory re-
quirements (including minimum funding require-
ments) for the plans of the respective jurisdictions, 
the present value of refunds or reductions in future 
contributions is not lower than the balance of the 
total fair value of the plan assets less the total pres-
ent value of obligations. This determination has 
been made on a plan-by-plan basis. As such, no 
decrease in the defined benefit asset was neces-
sary at 31 December 2020 and 2019. 

The Group expects to pay EUR 222 thousand in 
contributions to its defined benefit plan in Germa-
ny in 2021. During 2020 the Group paid EUR 217 
thousand in contributions.

Movement in net defined benefit liability

The following table shows reconciliation from the 
opening balances to the closing balance for the 
net defined benefit liability and its components.

Defined benefit 
obligations

Fair value of 
plan assets

Net defined 
benefit liability

In thousands of EUR Note 2020 2019 2020 2019 2020 2019

Balance at 1 January  3,480 3,952 (144) (144) 3,336 3,808

Included in profit or loss

Current service cost 7 7 - - 7 7

Interest cost 11 21 57 - - 21 57

 14 28  64 -  - 28  64

Included in other comprehensive income

Remeasurement loss (gain):

 - Actuarial loss (gain) arising from financial assumptions 43 300 - - 43 300

 - Actuarial gain arising from experience adjustment 68 (527) - - 68 (527)

 111  (227) -  - 111  (227)

 

Other

Contributions paid by the employer (217) (309) - - (217) (309)

 (217)  (309) -  - (217)  (309)

Balance at 31 December  3,402  3,480 (144)  (144) 3,258 3,336 



59

Plan assets

As at 31 December 2020, plan assets in the amount 
of EUR 144 thousand include pension insurance 
(31 December 2019: EUR 144 thousand).

Defined benefit obligation

Actuarial assumptions

The following were the principal actuarial assump-
tions at the reporting date (expressed as weighted 
averages) for the pension plan in Germany:

2020 2019

Discount rate 0.51% 0.63%

Future salary growth 0.00% 0.00%

Future pension growth 1.40% 1.40%

Sensitivity analysis

Reasonably possible changes at the reporting 
date to one of the relevant actuarial assumptions, 
holding other assumptions constant, would have 
affected the defined benefit obligation by the 
amounts shown below.

 2020

In thousands of EUR Increase Decrease

Discount rate 
(1% movement)

(329) 394

Future salary growth 
(1% movement)

- -

Future pension growth 
(1% movement)

358 (307)

Future mortality 
(1% movement)

33 (33)

 2019

In thousands of EUR Increase Decrease

Discount rate 
(1% movement)

(341) 409

Future salary growth 
(1% movement)

- -

Future pension growth 
(1% movement)

369 (316)

Future mortality 
(1% movement)

34 (34)

Although the analysis does not take account of the 
full distribution of cash flows expected under the 
plan, it does provide an approximation of the sen-
sitivity of the assumptions shown.

27. Provisions

2020

In thousands of 
EUR

Restruc- 
turing 

provision

Provi-
sions for 

em-
ployee 

benefits

Other 
provi-
sions Total

Balance at 1 
January

- 225 42 267

Provisions 
made during 
the year

2,650 12 - 2,662

Provisions used 
during the year

- (45) - (45)

Provisions 
reversed during 
the year

- (18) (21) (39)

Balance at 31 
December

2,650 174 21 2,845

Non-current - 158 - 158

Current 2,650 16 21 2,687

2,650 174 21 2,845

2019

In thousands of 
EUR

Provisions 
for employee 

benefits
Other pro-

visions Total

Balance at 1 
January

218 106 324

Provisions made 
during the year

9 - 9

Provisions used 
during the year

- - -

Provisions 
reversed during 
the year

(2) (64) (66)

Balance at 31 
December

225 42 267

Non-current 221 - 221

Current 4 42 46

225 42 267

Restructuring provision

Restructuring provision was made by various Group 
companies and includes costs related with optimi-
sation of functions as well as related consulting 
costs. The restructuring plan was introduced to 
lower the fixed cost base and create a more sus-
tainable business model for the long-term, which 
would bring stable and better profit. 

Provisions for employee benefits

Provisions for employee benefits include jubilee 
provision (EUR 102 thousand) and retirement re-
ward provision (EUR 72 thousand) as of 31 Decem-
ber 2020 (31 December 2019: EUR 120 thousand 
and EUR 105 thousand respectively).
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Jubilee provision relates to Felina GmbH. When an 
employee of the Company reaches the jubilee of 
25 or 40 years of staff membership, the Company 
grants a payment of 100% and 150% of the gross 
salary for 25 and 40 years of the jubilee member-
ship respectively. Jubilee provision is recognised 
based on the estimated future payments to em-
ployees discounted at a high-quality bond rate.

Retirement reward provision is recognized by Des-
sus-Dessous S.A.S. When non-executive employ-
ee of the Company reaches 10, 15, 20, 25 and 30 
years of staff membership on their retirement date, 
the Company grants a payment of 1 month sala-
ry, 1.5 months salary, 2 months salary, 2.5 months 
salary and 3 months salary for each period of the 
jubilee membership respectively. For executive 
employees 8, 10, 15, 20, 25 years of staff member-
ship correspond to 1, 1.5, 2.5, 3.5, 5 months salary 
respectively. The provision is recognised based on 
the estimated future payments to employees dis-
counted at a high-quality bond rate.

Other provisions

Other provisions include advertising subsidies to 
customers and other minor provisions.

28. Loans and borrowings
In thousands of EUR 2020 2019

Non-current liabilities

Lease liabilities 3,261 2,532

Long-term secured bank 
loans

213 134

Other long-term loans 78 -

3,552 2,666

Current liabilities

Secured bonds 42,582 39,616

Short-term secured 
bank loans

3,963 2,678

Current portion of lease 
liabilities

1,221 1,231

Other loans from related 
parties (Note 36)

336 -

Current portion of 
secured long-term bank 
loans

132 32

Secured other loans 77 698

Current portion of other 
long-term loans

38 -

Short-term unsecured 
bank loans

- 75

48,349 44,330

Total 51,901 46,996

Short-term secured and unsecured bank loans 
represent bank overdrafts.

Other long-term loans include loan received by 
Felina Polska Sp. z o.o from Polski Fund Rozwo-
ju. The details of the loan are described below in 
“Terms and repayment schedule”.

Secured other loans represent amounts received 
from factoring companies, see Note 21.
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Terms and repayment schedule

The terms and conditions of outstanding loans are as follows:

Carrying amount

In thousands of EUR Note Currency Nominal interest rate
Year of 

maturity 2020 2019

Secured bonds EUR  3m Euribor + 7.75% 2021 42,582 39,616

Secured bank loan EUR 3m Euribor + 4.0% 2021 3,963 2,596

Secured bank loan EUR 1.2% 2022 345 166

Secured bank loan EUR 6m Euribor + 4.5% 2020 - 82

Unsecured bank loan EUR 3.0% 2020 - 60

Unsecured bank loan EUR 3m Euribor +2.0% 2020 - 15

Secured other loans EUR 6m Euribor + 4.5% 2020 - 698

Secured other loans RUB 14.6% 2021 77 -

Unsecured other loans PLN 0.0% 2023 116 -

Loans from related parties 36 EUR 15.0% 2021 336 -

Lease liabilities EUR 6.8%-8.8% 2020-2028 3,848 2,867

Lease liabilities EUR 6m Euribor + 3.8% 2024 437 548

Lease liabilities PLN 7.6% 2023-2028 69 128

Lease liabilities RUB 7.6% 2023 81 105

Lease liabilities HUF 7.6% 2020-2023 31 59

Lease liabilities EUR 6m Euribor + 3.2% 2020 - 21

Lease liabilities EUR 3m Euribor + 1.99% 2023 13 19

Lease liabilities EUR 6m Euribor + 2.3% 2021 1 8

Lease liabilities EUR 3.44% 2021 2 8

Total interest-bearing liabilities 51,901 46,996
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In 2020, Felina GmbH extended the agreement 
with Commerzbank AG concerning credit line for 
the amount of EUR 4,350 thousand. The agree-
ment matures in 2021, and the annual interest rate 
is 3m Euribor + 4.0%. The amount of credit line 
utilized as at 31 December 2020 was EUR 3,963 
thousand (31 December 2019: EUR 2,596 thou-
sand). The loan is secured with “Felina” and “Con-
turelle” brand names with the carrying amount of 
EUR 4,225 thousand.

In 2020, LSEZ Lauma Fabrics SIA extended the 
credit line agreement with AS Citadele Bank con-
cerning a credit line of EUR 300 thousand. The 
agreement matured in February 2021, and the 
annual interest rate was 6m Euribor + 3.8% until 
10 February 2020 an 6m Euribor + 4.5% from 10 
February 2020 until maturity. There was not any 
amount of credit line utilized as at 31 December 
2020 (31 December 2019: EUR 82 thousand). The 
loan was secured with commercial pledge over all 
assets of LSEZ Lauma Fabrics SIA (total assets val-

ue was EUR 23,461 thousand as of 31 December 
2020), financial pledge over cash balances at the 
bank accounts of LSEZ Lauma Fabrics SIA (EUR 869 
thousand as of 31 December 2020) and AS “Attīstī-
bas finanšu institūcija “ALTUM” guarantee in the 
amount of EUR 240 thousand.

In 2019, Dessus-Dessous S.A.S signed an agree-
ment with Banque Dupuy de Parseval for secured 
bank loan in the total amount of EUR 400 thou-
sand to finance its Magento and Open ERP plat-
form migration project. The loan is issued in sev-
eral instalments as the Company bears respective 
costs. The remaining amount was drawn during 
2020 and repayment started in August 2020. The 
loan matures in 2022, and the annual interest rate 
is 1.2%. The loan is secured with Dessus-Dessous 
brand name with the carrying amount of EUR 1,762 
thousand, customer base with the carrying amount 
of EUR 583 thousand and movable property with 
the carrying amount of EUR 1,861 thousand.
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In July 2019, LSEZ Lauma Fabrics SIA entered into a 
sale and leaseback transaction with Citadele Lizings 
un faktorings SIA for the new stenter equipment 
which was acquired in 2019 for EUR 1,200 thou-
sand. The proceeds due from the sale were EUR 
1,200 thousand. The equipment was then leased 
back for EUR 1,200 thousand. The first instalment 
due under the lease-back agreement was EUR 605 
thousand. This instalment was offset against the 
proceeds due from the sale of the stenter, resulting 
in net cash proceeds received by LSEZ Lauma Fab-
rics SIA from the transaction of EUR 595 thousand. 
The lease matures in 2024, and the annual interest 
rate is 6m Euribor + 3.8%. 

Unsecured other loans include interest free loan 
received by Felina Polska Sp. z o.o from Polski 
Fund Rozwoju in the amount of EUR 114 thou-
sand to overcome the negative consequences of 
COVID-19. The loan matures in May 2023 and is 
repayable in equal parts starting from June 2021. 
75% of the loan may be forgiven by the Fund and 
is not due for repayment by Felina Polska Sp. z o.o 
depending on the fulfilment of the following cri-
teria: 

-  25% of the loan may be forgiven if the 
company continues the business during 12 
months following the loan issuance. 

- 25% of the loan may be forgiven if the com-
pany keeps the average number of employ-
ees during 12 months following the loan is-
suance.

- Up to 25% of the loan may be forgiven de-
pending on the loss in sales during 12 months 

following the loan issuance.

Secured other loans represent amounts received 
from factoring companies, see Note 21.

Breach of bonds covenant

The Group held secured bonds with a carrying 
amount of EUR 42,582 thousand at 31 December 
2020 (2019: EUR 39,616 thousand). The bonds 
contained a covenant under which the Group’s net 
interest-bearing debt to EBITDA ratio at the end 
of each quarter during 2020 cannot exceed 4.25 
times. The Group exceeded the limit in the third 
quarter and fourth quarter of 2019 and in all quar-
ters of 2020. As the waiver in respect of the third 
quarter 2019 was received by the Group in January 
2020 and the waivers in respect of the fourth quar-
ter 2019 was only included in the Standstill Agree-
ment concluded with the Bondholder Committee 
on 29 July 2020, the Group reclassified the bonds 
under the short-term loans and borrowings at 31 
December 2019. For more details on actions taken 
by the Group and outcome of those actions refer 
to Notes 25 and 38. 
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Changes in liabilities arising from financing activities

In thousands of EUR Note
Loans and 

borrowings Bonds
Lease liabil-

ities
Deferred 

income Total

Balance at 1 January 2020 3,617 39,616 3,763 564 47,560

Changes from financing cash flows

Proceeds from loans and borrowings 647 - - - 647

Change in bank overdraft 1,210 - - - 1,210

Payment of lease liabilities - - (1,313) - (1,313)

Repayment of borrowings (54) - - - (54)

Factoring paid (613) - - - (613)

Proceeds from grants and donations - - - 2,536 2,536

Total changes from financing cash flows 1,190 - (1,313) 2,536 2,413

Other changes

Liability-related

New leases - - 252 - 252

Interest expense 268 3,152 307 - 3,727

Interest expense (amortisation of 
transaction costs)

- 624 - - 624

Interest paid (227) (810) (307) - (1,344)

Remeasurement of lease liabilities - - 1,989 - 1,989

Termination of lease liabilities - - (145) - (145)

Income from government grants - - - (2,649) (2,649)

Change in trade and other receivables - - - 59 59

Effect of movements in exchange rates (11) - (64) (23) (98)

Total liability-related other changes 30 2,966 2,032 (2,613) 2,415

Balance at 31 December 2020 4,837 42,582 4,482 487 52,388
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In thousands of EUR Note
Loans and 

borrowings Bonds
Lease liabil-

ities
Deferred 

income Total

Balance at 1 January 2019 1,950 39,049 94 786 41,879

Changes from financing cash flows

Proceeds from loans and borrowings 166 - - - 166

Change in bank overdraft 1,573 - - - 1,573

Proceeds from sale and leaseback 
transaction

- - 595 - 595

Payment of lease liabilities - - (1,299) - (1,299)

Factoring paid (77) - - - (77)

Proceeds from grants and donations - - - 13 13

Total changes from financing cash flows 1,662 - (704) 13 971

Other changes

Liability-related

Leases from business combination 32 - - 53 - 53

New leases - - 5,085 - 5,085

Interest expense 131 3,143 311 - 3,585

Interest expense (amortisation of 
transaction costs)

- 567 - - 567

Interest paid (131) (3,143) (311) - (3,585)

Remeasurement of lease liabilities - - (33) - (33)

Termination of lease liabilities - - (744) - (744)

Income from government grants - - - (226) (226)

Effect of movements in exchange rates 5 - 12 (9) 8

Total liability-related other changes 5 567 4,373 (235) 4,710

Balance at 31 December 2019 3,617 39,616 3,763 564 47,560

Lease liabilities

Future lease 
payments Interest

Present value 
of future lease 

payments 

In thousands of EUR 2020 2019 2020 2019 2020 2019

Less than one year 1,571 1,837 296 237 1,275 1,600

Between one and five years 2,801 1,999 620 311 2,181 1,688

More than five years 1,197 523 171 48 1,026 475

Total 5,569  4,359 1,087  596 4,482  3,763
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29. Trade and other payables

In thousands of EUR 2020 2019

Financial trade and 
other payables

Trade payables 4,635 7,086

Accrued expenses 2,382 1,823

Payables to personnel 566 667

Other payables 503 552

Trade payables to related 
parties (Note 36)

56 -

Other payables due to 
related parties (Note 36)

9                   -   

8,151 10,128

Non-financial trade and 
other payables

Refund liabilities 661 349

VAT payable 64 376

Personal income tax 
payable

170 277

Social contributions 
payable

478 454

Other taxes payable 22 21

1,395 1,477

Total 9,546 11,605

Non-current 68 92

Current 9,478 11,513

Total 9,546 11,605

Other payables at 31 December 2019 included 
EUR 51 thousand payable for acquisition of Des-
sus-Dessous S.A.S (31 December 2020: none). 

Information about the Group’s exposure to curren-
cy and liquidity risks is included in Note 31.

For terms and conditions relating to related party 
payables, refer to Note 36.

30. Deferred income

In thousands of EUR 2020 2019

Long-term government 
grants

177 221

Short-term government 
grants

82 28

Long-term LIDA financing 208 228

Short-term LIDA financing 20 87

Deferred income 487 564

Deferred income includes grants received by Fe-
lina Hungaria kft from the National Development 
Agency, Hungarian Development Bank and Na-
tional Employment Office in Hungary in relation to 
the acquisition of property, plant and equipment. 
The grants were provided during 2000-2015 in the 
total amount of approximately EUR 1,462 thou-
sand. The financing was initially recognized as part 
of deferred income and is to be charged to the 
other operating income over the useful life of the 
relevant property, plant and equipment – 7 to 50 
years.

Deferred income also includes a grant from the 
Investment and Development Agency of Latvia in 
relation to the reconstruction of the finishing and 
dyeing departments of LSEZ Lauma Fabrics SIA. 
The total value of the projects is EUR 4,857 thou-
sand. This grant was initially recognized as part of 
deferred income and is to be charged to the other 
operating income over the useful life of the rele-
vant property, plant and equipment - 5 to 20 years.

31. Financial instruments –   
Fair values and risk management

Accounting classifications and fair values

The following table shows the carrying amounts 
and fair values of financial assets and financial lia-
bilities, including their levels in the fair value hier-
archy, at 31 December 2020 and 2019. It does not 
include fair value information for financial assets 
and financial liabilities not measured at fair value if 
the carrying amount is a reasonable approximation 
of fair value.
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Carrying amount Fair value
Fair value 

levelIn thousands of EUR Note 2020 2019 2020 2019

Financial assets not measured at fair value

Financial assets measured at amortised cost

Non-current other receivables 21 651 717 605 681 Level 3

  651 717 605 681  

Financial liabilities not measured at fair value

Financial liabilities measured at amortised cost

Bonds 28 42,582 39,616 42,582 40,466 Level 3

Long-term bank loans 28 213 166 187 147 Level 3

Other long-term loans 28 78 - 78 - Level 3 

  42,873 39,782 42,847 40,613

Measurement of fair values

The fair value of other receivables, bonds and 
long-term bank loan were estimated as the present 
value of future cash flows, discounted at a discount 
rate of 7.75%, which is Group’s bonds rate.

The Group has exposure to the following risks aris-
ing from financial instruments:

a) credit risk
b) liquidity risk
c) currency risk
d) interest rate risk

(i) Risk management framework

The general principles of the Group’s risk man-
agement are approved by the Board of Directors, 
and their practical implementation is the responsi-
bility of the Group’s management. The aim of the 
Group’s risk management is to minimize the ad-
verse effects of financial market fluctuations on the 
Group’s result.

(ii) Credit risk

Credit risk is the risk of financial loss to the Group 
if a customer or counterparty to a financial in-
strument fails to meet its contractual obligations 
and arises principally from the Group’s receivables 
from customers. 

The carrying amount of financial assets and con-
tract assets represent the maximum credit expo-
sure.

Trade and other receivables and contract assets

The Group’s exposure to credit risk is influenced 
mainly by the individual characteristics of each 
customer. However, management also considers 
the factors that may influence the credit risk of its 
customer base, including the default risk associ-
ated with the segment and country in which cus-

tomers operate. Details of concentration of reve-
nue are included in Note 8 (ii). 

Management has established a credit policy under 
which each new customer is analysed individually 
for creditworthiness before the Group’s standard 
payment and delivery terms and conditions are of-
fered. The Group’s review includes external ratings, 
when available, financial statements and industry 
information. Sale limits are established for each 
customer and reviewed on necessity. Customers 
that fail to meet the Group’s benchmark credit-
worthiness may transact with the Group only on a 
prepayment basis.

The Group does not have significant credit risk 
concentrations in its receivables because it has a 
diversified clientele. Significant concentrations for 
individual counterparties and related counterparty 
groups, as defined by management of the Group, 
are those exceeding 10% of total exposure.

The Group limits its exposure to credit risk from 
trade receivables by establishing a maximum pay-
ment period of 10 to 180 days. The Group does 
not require collateral in respect of trade and other 
receivables. The group does not have trade receiv-
able and contract assets for which no loss allow-
ance is recognised because of collateral. 

In monitoring customer credit risk, customers are 
grouped according to their credit characteristics, 
including the segment in which they are trading 
and their geographic location.

The Group is monitoring the economic environ-
ment in Russia, Belarus and Ukraine and is taking 
actions to limit its exposure to customers in coun-
tries experiencing particular economic volatility. 

At 31 December, the exposure to credit risk for 
trade and other receivables (excluding loans is-
sued) and contract assets by geographic regions 
was as follows:
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In thousands of EUR Note 2020 2019

Baltic States 2,278 2,580

Russia 1,924 2,551

Belarus 1,270 1,408

Germany 1,024 1,641

Poland 577 955

Spain 464 1,389

Italy 454 709

Morocco 439 445

Ukraine 359 498

Other counties 1,812 2,475

Total 10,601 14,651

Off-balance sheet 
guarantees issued

35 34 969

At 31 December, the exposure to credit risk for 
trade and other receivables and contract assets by 
segments was as follows:

In thousands of EUR Note 2020 2019

Textiles products 6,676 8,126

Lingerie products 3,793 6,303

Not-allocated 132 222

Total 10,601 14,651

Off-balance sheet 
guarantees issued

35 34 969

Expected credit loss assessment for collectively 
assessed debtors as at 31 December  

The Group uses an allowance matrix to measure 
the ECLs of trade and other receivables from debt-
ors, excluding those debtors who are assessed on 
an individual basis. Individually assessed debtors in-
clude individually significant customers.  

Loss rates are calculated using a ‘roll rate’ method 
based on the probability of a receivable progress-
ing through successive stages of delinquency to 
write-off. Roll rates are calculated separately for 
exposures in each product segment based on the 
common credit risk characteristics which is a geo-
graphic region. 

The following table provides information about the 
exposure to credit risk and ECLs for trade and other 
receivables and contract assets from debtors as-
sessed collectively as at 31 December.

2020

In thousands of EUR
Average 
loss rate

Gross 
carrying 
amount

Loss 
allowance

Current (not past 
due)

0.33% 4,907  (16)

Past due 1-30 days 1.32% 454  (6)

Past due 31-60 days 1.96% 358  (7)

Past due 61-90 days 12.07% 58  (7)

Past due 91-180 days 39.53% 253  (100)

Past due more than 
180 days

100.00% 946  (946)

Total  6,976  (1,082)

2019

In thousands of EUR
Average 
loss rate

Gross 
carrying 
amount

Loss 
allowance

Current (not past 
due)

0.26% 6,110 (16)

Past due 1-30 days 0.85% 1,056 (9)

Past due 31-60 days 2.82% 461 (13)

Past due 61-90 days 8.10% 210 (17)

Past due 91-180 
days

28.88% 374 (108)

Past due more than 
180 days

100.00% 696 (696)

Total 8,907 (859)

Loss rates for both textiles and lingerie segment are 
based on actual credit loss experience during 2020 
when payment pattern of the debtors was much 
impacted by COVID-19 consequences. 

Expected credit loss for individually assessed 
customers as at 31 December

The Group calculates ECL for individually assessed 
customers based on cash flow projections of fu-
ture payments. ECLs are based on the difference 
between the contractual cash flows due in accor-
dance with the contract and all the cash flows that 
the Group expects to receive. The shortfall is then 
discounted at the Group’s bonds rate of 7.75%. The 
Group also regularly reviews external ratings (if 
any), financial statements, management accounts, 
available press information for individually assessed 
customers and uses this information to support the 
cash flow projections. Gross carrying amount of 
trade receivables from individually assessed cus-
tomers was EUR 5,718 thousand at 31 December 
2020 (2019: EUR 7,546 thousand) and respective 
allowance for ECL was EUR 1,011 thousand (2019: 
EUR 943 thousand).
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Movements in the allowance for impairment in 
respect of trade and other receivables and con-
tract assets

The movement in the allowance for impairment in 
respect of trade and other receivables and contract 
assets during the reporting period was as follows:

2020 2019

Balance at 1 January 1,802 1,700

Amounts written off (45) (74)

Net remeasurement of 
loss allowance

360 164

Effect of movements in 
exchange rates

(24) 12

Balance at 31 December 2,093 1,802

None of trade receivables written off during the 
reporting period are still subject to enforcement 
activity. 

Loans issued

Loans issued by the Group include only loans is-
sued to related parties (refer to Note 36 for more 
details). 

The Group monitors changes in credit risk by reg-
ularly reviewing financial statements of debtors, 
external ratings if they are available.

The exposure to credit risk for loans issued and 
measured at amortised cost at the reporting date 
by geographic region was as follows: 

In thousands of EUR 2020 2019

Baltic States 763 681

Great Britain 37 36

Total 800 717

The following table presents an analysis of the 
credit quality of loans at amortised cost. It indi-
cates whether assets measured at amortised cost 
were subject to a 12-month ECL or lifetime ECL al-
lowance and, in the latter case, whether they were 
credit-impaired.

Credit rating    2020 

In thousands of EUR 12-month ECL

Lifetime ECL –
credit-

impaired

Non-rated 149 651

Gross carrying amounts 149 663

Loss allowance - (12)

Carrying amount 149 651

Credit rating    2019   

In thousands of EUR 12-month ECL

Lifetime ECL –
credit-

impaired

Non-rated 145 572

Gross carrying amounts 145 674

Loss allowance - (102)

Carrying amount  145 572 

The Group holds no collateral in respect of loans 
issued.

The movement in the allowance for impairment in 
respect of loans at amortised cost during the re-
porting period was as follows: 

In thousands of EUR 2020 2019

Balance at 1 January 102 460

Net remeasurement of 
loss allowance

(90) (358)

Balance at 31 December 12 102

Decrease in the allowance for impairment is ex-
plained by the change in forecasted cash flows 
under the loan to a positive scenario as a result 
of strong financial results demonstrated by the 
borrower (Group’s joint venture) during 2019 and 
2020 and partial repayment of the loan during 
2019 and 2020 in the amount of EUR 74 thousand 
and EUR 47 thousand (including EUR 21 thousand 
repayment of interest) respectively.

Cash and cash equivalents

The Group held cash and cash equivalents of EUR 
5,915 thousand as at 31 December 2020 (31 De-
cember 2019: EUR 1,365 thousand). Main banks 
used by each company of the Group are approved 
by the Board of Directors. The cash and cash 
equivalents are held with bank and financial institu-
tion counterparties, which are rated not lower than 
Ba3, based on Moody’s ratings. 

Impairment on cash and cash equivalents is mea-
sured on a 12-month expected loss basis and re-
flects the short maturities of the exposures. The 
Group considers that its cash and cash equivalents 
have low credit risk based on the external credit 
ratings of the counterparties. 

Guarantees

The Group’s policy is to provide financial guaran-
tees only for subsidiaries’ and joint venture’s liabili-
ties. LSEZ Lauma Fabrics SIA has issued a guarantee 
to a bank in respect of credit facilities granted to 
its joint venture (liability outstanding as of 31 De-
cember 2020 and 31 December 2019 was EUR 34 

EUROPEAN LINGERIE GROUP AB |  ANNUAL REPORT FOR THE YEAR ENDED 31 DECEMBER 2020



69

thousand and EUR 405 thousand respectively). Re-
fer to Note 35 for more details. 

(iii) Liquidity risk

Liquidity risk is the risk that the Group will encoun-
ter difficulty in meeting the obligations associated 
with its financial liabilities that are settled by deliv-
ering cash or another financial asset. The Group’s 
approach to managing liquidity is to ensure, as far 
as possible, that it will always have sufficient liquid-
ity to meet its liabilities when they are due, under 

both normal and stressed conditions, without in-
curring unacceptable losses or risking damage to 
the Group’s reputation. Refer to Note 28 for the 
details on credit line facilities utilised by the Group.

The following are the remaining contractual ma-
turities of financial liabilities at the reporting date. 
The amounts are gross and undiscounted and in-
clude contractual interest payments and exclude 
the impact of netting agreements.

In thousands of EUR
Carrying 
amount

6 months or 
less 6-12 months

1-2 
years

2-5 
years Total

Secured bank loans 4,308 4,031 68 136 79 4,314

Secured bonds 42,582 42,867 - - - 42,867

Loans from related parties 336 381 - - - 381

Secured other loans 77 77 - - - 77

Unsecured other loans 116 5 33 65 27 130

Lease liabilities 453 71 69 137 208 485

Trade and other payables 8,151 8,072 12 25 42 8,151

56,023 55,504 182 363 356 56,405 

Off-balance sheet guarantees 
issued

34 34 - - - 34

The following are the remaining contractual maturities of financial liabilities at 31 December 2019:

In thousands of EUR
Carrying 
amount

6 months 
or less

6-12 
months

1-2 
years

2-5 
years

More than 
5 years Total

Secured bank loans 2,844 2,682 29 57 79 - 2,847

Unsecured bank loans 75 75 - - - - 75

Secured bonds 39,616 1,559 1,584 40,792 - - 43,935

Secured other loans 698 698 - - - - 698

Lease liabilities 3,763 1,098 739 872 1,127 523 4,359

Trade and other payables 10,128 10,024 12 24 68 - 10,128

57,124 16,136 2,364 41,745 1,274 523 62,042

Off-balance sheet 
guarantees issued

969 969 - - - - 969

The interest payments on variable interest rate 
loans in the table above are based on rates which 
were valid at the end of the reported periods. 
These amounts may change as market interest 
rates change. 

For further details on off-balance sheet guarantees 
issued refer to Note 35.

(iv) Currency risk

Foreign currency risk is the risk that the fair value 
or future cash flows of a financial instrument will 
fluctuate because of changes in foreign exchange 
rates. The Group’s exposure to the risk of chang-
es in foreign exchange rates relates to the operat-

ing activities of Felina International AG Group, AO 
Avangard and Senselle OOO, when sales and pur-
chases of companies are denominated in a differ-
ent currency from their functional currency.

When the Group estimates the currency risk to be 
high for separate contracts and possible impact 
to be significant, forward exchange contracts are 
used to hedge the risk.

The Group is most exposed to currency risks arising 
from fluctuations in the exchange rates of func-
tional currencies of Group companies against EUR 
(when functional currency is CHF, HUF, RUB and 
BYN) and USD (when functional currency is EUR). 
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The summary quantitative data about the Group’s 
exposure to currency risk as reported to the man-

agement of the Group as at 31 December 2020 is 
as follows:

In thousands of EUR HUF CHF RUB USD BYN EUR

Other 
curren-

cies Total

Cash and cash equivalents 904 102 101 41 - 4,591 176 5,915 

Trade and other receivables 2 - 1,401 27 - 9,332 613 11,375 

Loans and borrowings (31) -  (158) - - (51,511)  (201) (51,901)

Trade and other payables (195)  (17)  (111)  (76)  (18)  (7,481)  (253) (8,151)

Net statement of financial 
position exposure

680 85 1,233  (8)  (18) (45,069) 335 (42,762)

The summary quantitative data about the Group’s exposure to currency risk as reported to the management 
of the Group as at 31 December 2019 is as follows:

In thousands of EUR HUF CHF RUB USD BYN EUR

Other 
curren-

cies Total

Cash and cash equivalents 78 101 62 32 17 967 108 1,365

Trade and other receivables 97 36 2,204 49 - 12,011 942 15,339

Loans and borrowings (59) - (105) - - (46,704) (128) (46,996)

Trade and other payables (314) (73) (150) (168) (64) (9,269) (90) (10,128)

Net statement of financial 
position exposure

(198) 64 2,011 (87) (47) (42,995) 832 (40,420)

A 5% strengthening (weakening) of CHF, HUF, RUB, 
BYN, USD against EUR at 31 December 2020 and 
2019 would have affected the measurement of 
financial instruments denominated in foreign cur-
rency and affected equity and profit or loss by the 
amounts shown below. This analysis assumes that 
all other variables, in particular interest rates, re-
main constant.

31 December 2020

  Profit or loss    Equity, net of tax  

In 
thousands 
of EUR

Strength-
ening

Weaken-
ing

Strength-
ening

Weaken-
ing

HUF            (93)              93            (22) 22 

CHF          (204)            204                 - - 

RUB             (5)                5            (10) 10 

BYN              10            (10)              (4) 4 

USD                 1              (1) 1 (1)

31 December 2019

  Profit or loss    Equity, net of tax  

In 
thousands 
of EUR

Strength-
ening

Weaken-
ing

Strength-
ening

Weaken-
ing

HUF (74) 74 (1) 1

CHF (200) 200 - -

RUB 32 (32) (3) 3

BYN 19 (19) (3) 3

USD 4 (4) 3 (3)

(v) Interest rate risk

Interest rate risk is the risk that the fair value or 
future cash flows of a financial instrument will 
fluctuate because of changes in market interest 
rates. The Group’s exposure to the risk of chang-
es in market interest rates relates primarily to the 
Group’s long-term assets with fixed interest rates. 
The Group does not hedge the interest rate risk, 
but the management of the Group regularly re-
views the significance of the risk and will apply risk 
hedging instruments in case the risk becomes high.

Exposure to interest rate risk

The interest rate profile of the Group’s inter-
est-bearing financial instruments as reported to 
the management of the Group is as follows:

In thousands of EUR 2020 2019

Fixed-rate instruments

Financial assets 800 717

Financial liabilities  (4,896) (3,393)

Net position  (4,096) (2,676)

Variable-rate 
instruments

Financial assets - -

Financial liabilities  (47,005) (43,603)

Net position  (47,005) (43,603)
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Fair value sensitivity analysis for fixed-rate 
instruments

The Group does not account for any fixed-rate 
financial assets or financial liabilities at fair value 
through profit or loss, and the Group does not use 
derivatives as hedging instruments under a fair val-
ue hedge accounting model. Therefore, a change 
in interest rates at the reporting date would not af-
fect profit or loss. A change of 100 basis points in 
interest rates would have increased or decreased 
equity by EUR 32 thousand after tax as at 31 De-
cember 2020 (31 December 2019: EUR 18 thou-
sand). This analysis assumes that all other variables, 
in particular foreign currency exchange rates, re-
main constant.

Cash flow sensitivity analysis for variable-rate 
instruments

The Group monitors the sensitivity of its inter-
est-bearing loans and borrowings to changes in 
interest rates and the effect of such changes on 
the Group’s profit or loss and equity. A reasonably 
possible change of 100 basis points in interest rates 
at the reporting dates would have increased or de-
creased equity and profit or loss by EUR 366 thou-
sand at 31 December 2020 (31 December 2019: 
EUR 343 thousand). This analysis assumes that all 
other variables, in particular foreign currency ex-
change rates, remain constant.

32. Acquisition of subsidiary

Senselle OOO

In January 2019, the Group acquired Yustina OOO 
(later renamed to Senselle OOO), a lingerie ready 
garment producer in Belarus. The acquisition is part 
of European Lingerie Group strategy to expand its 
operations and add capacity for private label and 
Senselle by Felina brand production. The acquisi-
tion was financed by the Group’s own resources. 

Cash consideration transferred for the Company 
was EUR 19 thousand. 

The Group incurred acquisition related costs of 
EUR 10 thousand on legal fees and due diligence 
costs. These costs have been included in other op-
erating expenses.

The following table summarises the recognised 
amounts of assets acquired and liabilities assumed 
at the date of acquisition:

In thousands of EUR Note

Property, plant and equipment 16 4

Right-of-use assets 17 53

Inventories 2

Trade and other receivables 25

Cash and cash equivalents 28

Loans and borrowings 28 (53)

Trade and other payables (18)

Total 41

The Group recognised bargain purchase as a result 
of acquisition as follows:

In thousands of EUR Note

Consideration transferred (19)

Book value of identifiable net 
assets

41

Income from bargain purchase 9 22

The Group recognised income on bargain pur-
chase within other operating income.

During 2019 Senselle OOO contributed revenue of 
EUR 100 thousand, net loss of EUR 211 thousand to 
the Group’s results.

Dessus-Dessous S.A.S 

During 2020 the Group paid EUR 51 thousand for 
Dessus-Dessous S.A.S (2019: EUR 226 thousand), 
which was acquired in June 2018. There was no 
consideration remaining payable at 31 December 
2020 (31 December 2019: EUR 51 thousand). 

AO Avangard

During 2019 the Group paid the remaining EUR 11 
thousand for AO Avangard, which was acquired in 
2017. 

33. Disposal of subsidiary

In January 2019 European Lingerie Group AB es-
tablished a new subsidiary Brafetch GmbH which is 
involved in the implementation of the omni-chan-
nel strategy of the Group. In March 2019, Brafetch 
GmbH established its subsidiary SistersOf Produc-
tion SIA.

On 14 June 2019, European Lingerie Group AB sold 
Brafetch GmbH to its shareholder – Helike Hold-
ings OU.

Effect of Brafetch GmbH disposal on the financial 
statements of the Group was as follows:
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In thousands of EUR Note

Intangible assets 18 (76)

Current tax assets (54)

Cash and cash equivalents (2)

Current tax liabilities 47

Short-term other payables 277

Net assets and liabilities 
disposed

192

Consideration received 25

Gain on disposal 9 217

The Group recognised gain on disposal of subsidi-
ary within other operating income.

Short-term other payables disposed comprised 
other payables to European Lingerie Group AB in 
the amount of EUR 270 thousand. 

During 5 months 2019, Brafetch GmbH reported 
net loss in the amount of EUR 44 thousand exclud-
ing the effect of intragroup transactions.

The Group did not have any tax expenses as a re-
sult of Brafetch GmH disposal.

34. Leases

Leases as lessee

The Group has lease contracts for various items 
of buildings, machinery and equipment, vehicles 
and other items of fixed assets used in its opera-
tions. For lease terms of each group of assets refer 
to Note 3.19 (i). The Group’s obligations under its 
leases are secured by the lessor’s title to the leased 
assets. Generally, the Group is restricted from as-
signing and subleasing the leased assets.

The Group also has certain leases with lease terms 
of 12 months or less. The Group applies the ‘short-
term lease’ recognition exemption for these leases.

Carrying amounts of right-of-use assets rec-
ognised and the movements during 2020 are dis-
closed in Note 17.

For carrying amounts and movement in lease lia-
bilities during the reporting period refer to Note 28. 

The maturity analysis of lease liabilities is disclosed 
in Note 31 (iii).

The following are the amounts recognised in profit 
or loss:

In thousands of EUR Note 2020 2019

Depreciation expense of 
right-of-use assets

17 1,658 1,386

Interest expense on lease 
liabilities

28 307 311

Expense relating to short-
term leases (included in 
other operating expenses)

12 225 325

Total amount recognised in 
profit or loss

2,190 2,022

During 2019 the Group entered into a sale and 
leaseback agreement, the details of which are dis-
closed in Note 28.

Leases as lessor

LSEZ Lauma Fabrics SIA leases out some premises 
within its main building in Liepaja, Latvia. The build-
ing is owned and used by the company for pro-
duction, while some space is unoccupied and thus 
is leased out. The carrying amount of the building 
was EUR 4,201 thousand at 31 December 2020 (31 
December 2019: EUR 4,501 thousand). 

At 31 December, the future minimum lease pay-
ments under non-cancellable leases were receiv-
able as follows:

In thousands of EUR 2020 2019

Less than one year 71 3

Between one and five 
years

- -

Total 71 3

35. Guarantees issued

LSEZ Lauma Fabrics SIA issued the following 
guarantees by which it guarantees the repayment 
of the payables by its joint venture – Tele Textile 
Latvia SIA:

- a guarantee on factoring liabilities of Tele 
Textile Latvia SIA to SIA Citadele lizings un 
faktoring up to the limit of EUR 400 thou-
sand at 31 December 2019. The guarantee 
expired in 2020 and Tele Textile Latvia SIA did 
not have any payables outstanding in favour 
of the creditor at 31 December 2020 (31 De-
cember 2019: EUR 226 thousand);

- a guarantee on finance lease liabilities of Tele 
Textile Latvia SIA to SIA Citadele lizings un 
faktorings up to the limit of EUR 34 thousand 
(31 December 2019: EUR 69 thousand). The 
amount of actual Tele Textile Latvia SIA pay-
ables outstanding in favour of the creditor 
at 31 December 2020 was EUR 34 thousand 
(31 December 2019: EUR 69 thousand). The 
guarantee expired in 2021 as a result of full 
repayment and expiration of the respective 
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finance lease agreements;

- a guarantee on line of letters of credit of Tele 
Textile Latvia SIA to AS Citadele Banka up to 
the limit of EUR 500 thousand at 31 Decem-
ber 2019. The guarantee expired in 2020 and 
Tele Textile Latvia SIA did not have any letters 
of credit outstanding at 31 December 2020 
(31 December 2019: EUR 110 thousand).  

The Group regularly assesses the necessity to 
recognise provisions in respect of the issued 
guarantees. At 31 December 2020 and 31 
December 2019 no provisions were recognised 

for the issued guarantees as the management 
estimates the likelihood and magnitude of an 
outflow of resources as low.

36. Related parties

Transactions with key management personnel

Key management personnel compensation for the 
reporting period amounted to EUR 1,489 thousand 
and comprised only short-term employee benefits 
in the form of salaries and social contributions 
(2019: EUR 933 thousand).
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Other related party transactions

In thousands of EUR

Transaction 
values for the 

period ended 31 
December 2020

Balance 
outstanding at 31 

December 2020 

Transaction 
values for the 

period ended 31 
December 2019

Balance 
outstanding at 31 

December 2019 

Sales of goods and services

Joint ventures 46 - 44 -

Other related parties 314 - 69 -

Purchases of goods and services

Shareholders - - 5 -

Other related parties 467 - 457 -

Interest income accrued during the year

Joint ventures 36 - 41 -

Shareholders 4 - 4 -

Other related parties 5 -

Interest expense accrued during the year

Shareholders 36 - - -

Loans received

Shareholders 300 - - -

Trade and other receivables, gross amount

Shareholders - 25 - 25

Joint ventures - 6 - 6

Other related parties - 1,118 - 1,023

Allowance for trade and other receivables

Other related parties - (1,062) - (737)

Trade and other payables

Other related parties - 65 - -

Loans receivable, gross amount

Joint ventures - 500 - 526

Shareholders - 133 - 133

Allowance for loans receivable

Joint ventures - (12) - (102)

Interest receivable

Joint ventures - 163 - 148

Shareholders - 16 - 12

Loans payable

Shareholders - 300 - -

Interest payable

Shareholders - 36 - -
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All outstanding balances with the related parties 
are priced on an arm’s length basis and are to be 
settled in cash within six months of the reporting 
date except as indicated below. None of the bal-
ances is secured. 

EUR 133 thousand of loans receivable from share-
holders at 31 December 2020 were issued during 
2017-2018. According to the loan agreement the 
loans carry the interest rate of 3% per annum and 
mature on 31 December 2021. 

EUR 500 thousand of loan receivable from joint 
venture relates to the loan agreement signed back 
in 2015 between LSEZ Lauma Fabrics SIA and Tele 
Textile Latvia SIA. The loan balance was acquired 
by the Group in the common control transaction 
in 2018. According to the loan agreement the total 
amount of loan matures on 31 December 2025 and 
carries the interest rate of 7% per annum. Impair-
ment loss in the amount of EUR 12 thousand was 
estimated by the Group at 31 December 2020 (31 
December 2019: EUR 102 thousand).

The Group received a loan from shareholder, He-
like Holdings OU, in the amount of EUR 300 thou-
sand during 2020. The loan matures on 31 Decem-
ber 2021 and carries the interest rate of 15% per 
annum. The loan is subordinated to the bonds.

37. Share-based payment 
arrangements

In June 2017 Felina International AG (assigned to 
Felina Group GmbH in September 2018) conclud-
ed management and consulting service agreement 
with Xiberia Capital Investments AB that entitles 
Xiberia Capital Investments AB to receive shares 
in European Lingerie Group AB corresponding to 
0.33% of its share capital per each year of services 
for years one, two and three, and 0.5% for year 
four, i.e. 1.49% in total. This entitlement vests on 
the first day of the next month following the first, 
second, third and fourth anniversary of the starting 
date of the agreement, i.e. on 1 July 2018, 1 July 
2019, 1 July 2020 and 1 July 2021. In the event of 
termination of the agreement at any time before 
the next vesting date, the entitlement to shares 
for the respective running year terminates and is 
not re-calculated proportionally to the time during 
which the agreement was in force. The agree-
ment was amended in September 2019 whereby 
the parties clarified the vesting condition for the 
shares, which is achievement of the budgeted an-
nual EBITDA. The respective amendment is binding 
for the parties as of the date of conclusion of the 
original agreement, i.e. June 2017.

During the reporting period in Q1 2019, the Group 
recognised EUR 52 thousand of expenses related 
to the arrangement in profit or loss within other 
operating expenses and a corresponding increase 
in equity. The fair value of services received was es-
timated based on the number of days that passed 
from grant date in relation to vesting period days 
multiplied by the fair value of shares at grant date 
less fair value of services received and recorded 
in previous reporting periods. Fair value of shares 
at grant date was calculated as an average be-
tween fair value assessed by Group management 
and sum of fair values of LSEZ Lauma Fabrics SIA 
shares and Felina International AG shares purchase 
price. Fair value at grant date was estimated at EUR 
65,687 thousand.

In Q3 2019 this agreement was mutually termi-
nated by both parties along with any entitlements 
under it. As a result, the Group recognized income 
in the amount of EUR 666 thousand as a rever-
sal of previously recognised expenses related to 
the share-based payment arrangement as it was 
agreed between the parties in the amendment to 
the agreement concluded in September 2019 that 
the conditions for the vesting of the share options 
under the service agreement have not been met 
and Xiberia Capital Investments AB shall not be en-
titled to any shares in any Group company on any 
legal basis, for periods past or current.

38. Subsequent events

COVID-19 pandemic

The full impact of the COVID-19 pandemic on 
economic activity is not yet known and the situ-
ation continues to evolve. Management believes 
that the COVID-19 pandemic will not have a ma-
terial continued long term impact on the Group’s 
operations after the balance sheet date. However, 
this assumption is based on information available 
at the date of signing the financial statements, and 
the impact of future events on the Group’s abili-
ty to continue as a going concern may differ from 
management’s assessment.

Restructuring of the Group and the Bonds

Since April 2020 the Group was in discussions with 
the Bondholder Committee about the restructur-
ing of the Bonds. Because of the ongoing restruc-
turing process, the Group did not repay its Bonds 
on 22 February 2021, which was the original ma-
turity date stipulated in the Terms and Conditions. 
The non-repayment of the bonds on the original 
maturity date constituted an Event of Default and 
any potential de-listing of the Bonds from Nasdaq 
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Stockholm could result in an Event of Default under 
the Terms and Conditions. The Company restored 
the listing of the Bonds on Nasdaq Stockholm on 
23 February 2021 and upheld it to correspond with 
the period to close the transaction under the con-
cluded Master Transaction Agreement. The Bond-
holder Committee undertook, during the standstill 
period, not to instruct the Agent to accelerate the 
Bonds due to any such Event of Defaults. 

As a result, in April 2021 the Group and its major 
shareholders signed an agreement with the Bond-
holder Committee, AS Rietumu Banka as a lender 
and its affiliated company RB ELG SIA as an equity 
investor on the restructuring of ELG and its Bonds, 
under which the Bonds are to be repaid with EUR 21 
million in cash and the remaining nominal amount 
of EUR 19 million of the Bonds plus accrued and 
unpaid interest to be written down to zero. 

After a competitive bid process during the standstill 
period with several investors showing an interest 
in ELG Group and placing bids on ELG and/or the 
parts of it, it has been concluded by the Bondhold-
er Committee and ELG that the best cash compen-
sation offered is the offer received from the lender 
and the equity investor named above. Considering 
the structure of alternative offers on any alternative 
non-cash compensation offered by other bidders, 
the offer received from the lender and the equity 
investor was also for other reasons considered the 
strongest offer. 

In May 2021, the proposed restructuring was also 
approved by the holders of the Bonds through a 
written procedure in accordance with the Terms 
and Conditions and closed subsequently on 29 
June 2021 as the First Closing with the repayment 
of the Bonds made on 7 July 2021 and on 2 July 
as the Second Closing. The restructuring included 
the following:

• the equity investor acquired 30% of shares in 
SIA European Lingerie Group (SIA ELG), a sub-
sidiary of European Lingerie Group AB (ELG 
AB), and certain receivables of ELG AB from 
ELG SIA for the total purchase price of EUR 4.5 
million;

• the lender provided a loan to the Group of 
EUR 22.5 million. The loan has been secured 
by an extensive security package over the SIA 
ELG group’s assets (including real estates, as-
sets, machinery, shares, trademarks, receiv-
ables, etc); 

• the proceeds from the loan and the equity in-
vestment amounted to in total EUR 27 million. 
EUR 21 million was used to repay the Bonds, 

EUR 2 million was used to refinance a bank 
loan issued to the ELG group’s German sub-
sidiary and the remainder of the proceeds is be 
used for working capital needs and transaction 
costs.

Changes within ELG Group legal structure

In April 2021, shares in OOO Senselle and Felina 
France Sarl previously owned by European Linge-
rie Group AB were sold to SIA European Lingerie 
Group. The transfer was made as part of the new 
lender and new equity investor entering the Group 
as the stakeholders. 

Furthermore, in June 2021, 30% of shares in SIA 
European Lingerie Group were sold to RB ELG SIA 
as one of the bond restructuring steps described 
above. 

New Chief Executive Officer (CEO)

In April 2021 Mr. Neeme Jõgi joined the Group 
as CEO. Mr. Jõgi is an experienced executive 
with a proven track record of leading and grow-
ing large scale manufacturing businesses over the 
last 25 years. His experience comes mostly from 
the fast-moving consumer goods (FMCG) sector, 
having gathered remarkable know-how on com-
pany turnaround, new marketing architecture and 
results focused development. Mr. Jõgi has a MA 
degree in Economics from Tallinn University of 
Technology and a EMBA degree in Strategic busi-
ness planning from Estonian Business School. He 
is an Estonian national and speaks Estonian, Rus-
sian, English and Finnish. As the newest addition to 
the Group leadership, in his position as CEO Mr. 
Jõgi leads the Group Management Team and op-
erations of the Group. As the Group CEO, Mr. Jõgi 
will be holding relevant appointments as a Board 
member in entities of ELG.
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In thousands of EUR Note 2020 2019

Revenue 41 149 116

Other operating income 41 102              

Employee benefits expense 42 (113) (130)

Impairment loss on other receivables 54 (129) -

Other operating expenses 43 (1,683) (707)           

Operating loss (1,735) (619)

Finance income 44 2,309 2,410          

Finance costs 45 (3,848) (3,728)        

Net finance costs (1,539) (1,318)           

Loss before income tax (3,274) (1,937)           

Income tax expense 46 38 (13)

Loss for the year (3,236) (1,950)           

Other comprehensive income - -

Total comprehensive income (3,236) (1,950)           

Parent Company statement of profit or loss and other 
comprehensive income
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The accompanying notes on pages 82 to 92 form an integral part of these financial statements.

These financial statements were approved by the Board of Directors on 28 July 2021 and signed by

Stockholm, 28 July 2021

Carl Oscar Edgren

Chairman of the Board

Dmitry Ditchkovsky

Board member

Indrek Rahumaa

Board member
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In thousands of EUR Note 2020 2019

Assets

Shares in subsidiaries 47 46,328     46,328     

Receivables from Group companies 48 6,217    33,277    

Deferred tax assets 25 -

Total non-current assets 52,570    79,605    

Receivables from Group companies 48 27,335 166

Other receivables 48 159 208

Prepaid expenses and accrued income - 31             

Cash and bank 49 23 6              

Total current assets 27,517 411          

Total assets 80,087 80,016    

Equity 

Restricted equity

Share capital 50 60 60

Non-restricted equity

Other paid in capital 50  43,500    43,500

Net income (7,605)     (4,369)

Total equity 35,955    39,191

Liabilities

Loans and borrowings 52 723 723

Deferred tax liabilities - 13

Total non-current liabilities 723 736

Loans and borrowings 52 40,204 39,280

Liabilities to Group companies 53 75 158

Other liabilities 53 308 195

Accrued expenses and deferred income 53 2,822 456

Total current liabilities 43,409 40,089           

Total liabilities 44,132 40,825    

Total equity and liabilities 80,087 80,016    

Parent Company statement of financial position

As at 31 December

EUROPEAN LINGERIE GROUP AB |  ANNUAL REPORT FOR THE YEAR ENDED 31 DECEMBER 2020

The accompanying notes on pages 82 to 92 form an integral part of these financial statements.

These financial statements were approved by the Board of Directors on 28 July 2021 and signed by

Stockholm, 28 July 2021

Carl Oscar Edgren

Chairman of the Board

Dmitry Ditchkovsky

Board member

Indrek Rahumaa

Board member
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Restricted 
equity Non-restricted equity

In thousands of EUR Note
Share 

capital
Other paid 

in capital Net income
Total 

equity

Balance at 31 December 2018 60 43,500 (2,419)     41,141            

Total comprehensive income

Loss for the period - - (1,950) (1,950)

Total comprehensive income - - (1,950) (1,950)

Balance at 31 December 2019 60 43,500 (4,369) 39,191

Total comprehensive income

Loss for the period - -          (3,236) (3,236)

Total comprehensive income - - (3,236) (3,236)

Balance at 31 December 2020 60 43,500          (7,605)           35,955 

Parent Company statement of changes in equity
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The accompanying notes on pages 82 to 92 form an integral part of these financial statements.

These financial statements were approved by the Board of Directors on 28 July 2021 and signed by

Stockholm, 28 July 2021

Carl Oscar Edgren

Chairman of the Board

Dmitry Ditchkovsky

Board member

Indrek Rahumaa

Board member
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In thousands of EUR Note 2020 2019

Cash flows from operating activities

Loss for the reporting period (3,236) (1,950)         

Adjustments for:

Finance income 44 (2,305) (2,408)      

Finance costs 45 3,841 3,725

Foreign exchange gains 44 (4) (2)

Foreign exchange losses 45 7 3

Impairment loss on other receivables 54 129 -

Income tax expenses 46 (38) 13

Changes in:

Trade and other receivables 690 12         

Prepaid expenses and accrued income 31 96            

Liabilities 105 180

Cash generated from operating activities (780) (331)

Interest paid 52 (809) (3,143)      

Net cash used in operating activities (1,589) (3,474)

Cash flows from investing activities

Interest received 198 708           

Proceeds from repayment of loans issued 1,218 2,449            

Acquisition of subsidiary 47 - (44)                  

Deposits placed in restricted accounts (100) -         

Loans issued to Group companies (10) (396)

Net cash from investing activities 1,306 2,717         

Cash flows from financing activities

Proceeds from loans issued by related parties 54 300 -

Proceeds from loans issued by Group companies 54 - 723

Net cash from financing activities 300 723

Net increase/(decrease) in cash and bank 17 (34)

Cash and bank at 1 January 49 6 40

Cash and bank at 31 December 49 23 6

Parent Company statement of cash flows
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The accompanying notes on pages 82 to 92 form an integral part of these financial statements.

These financial statements were approved by the Board of Directors on 28 July 2021 and signed by

Stockholm, 28 July 2021
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Chairman of the Board
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Board member

Indrek Rahumaa

Board member



82

NOTES TO THE PARENT COMPANY 
FINANCIAL STATEMENTS
39. Information on the Parent 

Company

General information

The Parent of the Group is European Lingerie 
Group AB.

Type of operations

The Company carries out holding operations 
through investing in and managing assets involved 
in manufacturing, processing, wholesale and retail 
of textiles and lingerie products. 

Short description of the Company’s activities in 
the reporting year

Throughout the whole 2020, European Lingerie 
Group AB carried out a restructuring process of its 
Bonds. In July 2020, the Parent reached an agree-
ment on a standstill with the Bondholder Com-
mittee regarding the defaults under the Terms and 
Conditions as well as a cooperation with the Bond-
holder Committee to explore and execute the re-
structuring of the Bonds. Because of the ongoing 
restructuring process, the Parent di not repay its 
Bonds on 22 February 2021, which was the original 
maturity date stipulated in the Bond Terms. 

As a result of the restructuring process, in April 
2021, the Parent, other ELG Group companies 
and the major shareholders signed an agreement 
with the Bondholder Committee and the attract-
ed lender and its affiliated company as the equity 
investor, under which the Bonds are to be repaid 
with EUR 21 million in cash and the remaining 
nominal amount of EUR 19 million of the Bonds 
plus accrued and unpaid interest to be written 
down to zero.  

In May 2021, the proposed restructuring was ap-
proved by the holders of the Bonds through a writ-
ten procedure and closed subsequently on 29 June 
2021 with the Bonds being repaid on 7 July 2021.

40. Accounting policies

The financial statements of the Parent Compa-
ny are prepared in accordance with accounting 
principles generally accepted in Sweden, applying 
RFR 2 issued by the Swedish Financial Reporting 
Board and the Annual Accounts Act (1995: 1554). 
RFR 2 requires the Parent Company to use similar 

accounting principles as for the Group, i.e. IFRS to 
the extent allowed by RFR 2. The Parent Compa-
ny’s accounting principles, including accounting 
for intragroup receivables and their impairment, do 
not in any material respect deviate from the Group 
accounting principles described in Note 3. 

Shares in subsidiaries are accounted by the Parent 
at cost less impairment. For impairment account-
ing principles refer to Note 3.16. Dividends from 
the subsidiary are recognised in profit or loss when 
the Parent’s right to receive the dividends is estab-
lished.

41. Revenue

Revenue of the Parent includes management fee 
income received from Group companies in the 
amount of EUR 149 thousand (2019: EUR 116 
thousand).

42. Employee benefits expense

In thousands of EUR 2020 2019

Wages and salaries 94 107

Social security 
contributions

19 23

Total 113 130

As of 31 December 2020, the Parent Company 
employed 2 people, all of whom are members of 
the Board of Directors (31 December 2019: 2 peo-
ple). For details on Board remuneration and related 
social security costs in the reporting period refer to 
Note 11 of the consolidated financial statements.

43. Other operating expenses

In thousands of EUR 2020 2019

Professional services 872 440

Professional services 
from Group companies

798 80

Travel expenses 
recharged by Group 
companies

3 33

Bank services 1 6

IT and communication 3 3

Insurance 3 3

Other operating 
expenses

3 133

Other operating 
expenses to Group 
companies

- 9

Total 1,683 707
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44. Finance income

In thousands of EUR 2020 2019

Interest income 
under the effective 
interest method from 
Group companies on 
receivables from Group 
companies

2,305 2,408

Foreign exchange gains 4 2

Total 2,309 2,410

45. Finance costs

In thousands of EUR 2020 2019

Interest expense on 
financial liabilities mea-
sured at amortised cost

3,841 3,725        

Foreign exchange losses 7 3

Total 3,848 3,728

EUR 3,841 thousand of interest expense in the re-
porting period consist of EUR 3,217 thousand of in-
terest expense on loans and borrowings, EUR 624 
thousand of interest expense related to the amor-
tisation of transaction costs on bonds issue which 
were deducted from the bond nominal value.

EUR 3,725 thousand of interest expense in 2019 
year consist of EUR 3,158 thousand of interest ex-
pense on loans and borrowings, EUR 567 thousand 
of interest expense related to the amortisation of 
transaction costs on bonds issue which were de-
ducted from the bond nominal value.

46. Income tax expense

The income tax rate applied to the Parent in the 
reporting period was 21.4% (2019: 21.4%). 

The major components of income tax expense for 
the period ended 31 December are:

In thousands of EUR 2020 2019

Current tax expense - -

Deferred tax expense (38) 13

Origination and 
reversal of temporary 
differences

(38) 13

Income tax expense 
reported in profit or 
loss

(38) 13

Reconciliation between tax expense and the prod-
uct of accounting profit multiplied by the Parent’s 
domestic tax rate for the period ended 31 Decem-
ber is as follows:

In thousands of EUR 2020 2019

Loss before tax (3,274) (1,937)

Tax using the Parent's 
domestic tax rate

(701) (415)

Tax effect of:

Tax-exempt income - -

Other differences - 16

Change in unrecognized 
deferred tax

663 412

Income tax expense 
reported in profit or loss

(38) 13
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Movements in deferred tax balances are as follows:

31 December 2020

In thousands of EUR

Net balance at 
31 December 

2019
Recognised in 

profit or loss Net
Deferred tax 

assets
Deferred tax 

liabilities

Loans and other receivables, includ-
ing contract assets

141 (96) 45 45 -

Loans and other payables (154) 134 (20) - (20)

Tax losses carried forward 955 663 1,618 1,618 -

Unrecognised tax losses (955) (663) (1,618) (1,618) -

Tax assets (liabilities) before set-off (13) 38 25 45 (20)

Set-off of tax - - - (20) 20

Net tax assets (liabilities) (13) 38 25 25 -
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No deferred tax asset was recognised by the Parent 
company, as it was not probable that future taxable 
profit will be available against which the Company 
can use the benefits therefrom. Deferred tax assets 
have not been recognised in respect of the follow-
ing items:

Corporate tax

2020

In thousands of EUR
Gross 

amount Tax effect

Tax losses 7,559 1,618

2019

In thousands of EUR
Gross 

amount Tax effect

Tax losses 4,464 955

Under current tax legislation tax losses for which 
no deferred tax asset was recognised expire as fol-
lows:

In thousands of EUR
31 

December 
2020

Expiry 
period

Expire 1,880 -                  

Never expire 5,679  -

Total 7,559 -

In thousands of EUR
31 

December 
2019

Expiry 
period

Expire 840 -

Never expire 3,624 -

Total 4,464 -

47. Shares in subsidiaries

In thousands of EUR
Registration 

number
Registered 

address

SIA European Lingerie 
Group

40203062787
Ziemelu iela 

19, Liepaja, 
LV-3405

Felina France S.a.r.l. 31756441700051

21 Avenue de 
L’europe

67300 
Schiltigheim

Senselle OOO 100168111
Starovilenskaya 

str, 131, r.3, 
Minsk, Belarus

In thousands of EUR

Share

31 
December 

2020

31 
December 

2019

SIA European Lingerie 
Group

100% 43,500 43,500

Felina France S.a.r.l. 100% 2,809 2,809

Senselle OOO 100% 19 19

Total  46,328 46,328

In January 2019, the Company acquired Yustina 
OOO (later renamed to Senselle OOO) for EUR 19 
thousand (see Note 32 for more details).

In January 2019, the Company established a new 
subsidiary Brafetch GmbH with the investment into 
share capital of EUR 25 thousand. The subsidiary 
was later sold in June 2019 (see Note 33 for more 
details). 
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31 December 2019

In thousands of EUR

Net balance at 
31 December 

2018
Recognised in 

profit or loss Net
Deferred tax 

assets
Deferred tax 

liabilities

Loans and other receivables, includ-
ing contract assets

- 141 141 141 -

Loans and other payables - (154) (154) - (154)

Tax losses carried forward 543 412 955 955 -

Unrecognised tax losses (543) (412) (955) (955) -

Tax assets (liabilities) before set-off - (13) (13) 141 (154)

Set-off of tax - - - (141) 141

Net tax assets (liabilities) - - (13) - (13)
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48. Other receivables

In thousands of EUR Note 2020 2019

Financial other receiv-
ables

Loans to Group com-
panies

55 33,544 33,277

Other receivables due 
from related parties

55 154 195

Allowance for other 
receivables due from 
related parties

(129) -

Other receivables due 
from Group companies

55 8 166

Other receivables 105 5

33,682 33,643

Non-financial other 
receivables

VAT receivable - 6

Deferred expenses 29 2

29 8

Total 33,711 33,651

Non-current 6,217 33,277

Current 27,494 374

Total 33,711 33,651

For terms and conditions relating to related party 
receivables, refer to Note 55.

Information about the Company’s exposure to 
credit and market risks, and impairment losses for 
trade and other receivables is included in Note 54.

49. Cash and bank

In thousands of EUR 2020 2019

Bank balances 23 6

Total 23 6

Cash and bank balances reported in the statement 
of cash flows are the same as in the statement of 
financial position.

50. Capital and reserves

Restricted equity

Restricted equity may not be reduced through divi-
dends. Restricted equity includes share capital.

Share capital

 Number of shares 2020 2019

Opening balance 60,000 60,000

In issue at 31 December 
– fully paid

60,000 60,000

Nominal value of one 
share, EUR

1 1

The Parent Company has one series of shares. All 
shares have equal rights to dividends and the Par-
ent Company’s residual assets. 

Non-restricted equity

The following items comprise non-restricted eq-
uity – the amount that is available for shareholder 
dividends.

Other paid in capital 

Other paid in capital in the amount of EUR 43,500 
thousand was formed as a result of the received 
unconditional shareholder contribution where-
by Myrtyle Ventures Ltd, the previous shareholder 
of the Parent, contributed SIA European Lingerie 
Group shares into the equity of the Company.  

Net income

Net income includes net loss for the reporting 
period of EUR 3,236 thousand (2019: EUR 1,950 
thousand).  

Dividends

No dividends were proposed by the Board of Di-
rectors after the reporting date. 

51. Going concern

As at 31 December 2020 net loss of the Company 
for the period ended 31 December 2020 amount-
ed to EUR 3,236 thousand.

Management is confident that the Company is 
a going concern and net loss incurred in the re-
porting period was caused by interest expense on 
bonds and professional services related to renego-
tiation of the Bond Terms and Conditions.

The ability to continue as a going concern also de-
pended on the completion of the bond restructur-
ing process of the group, which was successfully 
signed in April 2021 and closed in June 2021. For 
additional information refer to Note 24.

52. Loans and borrowings

As at 31 December 2020 loans and borrowings 
comprise secured bonds in the amount of EUR 
39,904 thousand (31 December 2019: EUR 39,280 
thousand) and loans from Group companies in the 
amount of EUR 723 thousand (31 December 2019: 
EUR 723 thousand) and loan from shareholder in 
the amount of EUR 300 thousand (31 December 
2019: none). For details on loan from shareholder 
refer to Note 36.
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Information about the Company’s exposure to in-
terest rate, foreign currency and liquidity risks is in-
cluded in Note 54.

Terms and repayment schedule

The terms and conditions of outstanding loans are 
as follows:
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Carrying amount

In thousands of EUR Currency
Nominal inter-

est rate
Year of ma-

turity 2020 2019

Secured bonds EUR
3m Euribor + 

7.75%
2021 39,904 39,280

Loans from Group Companies EUR 4.00% 2024 723 723

Loan from shareholder EUR 15.00% 2021 300 -

Total interest-bearing liabilities 40,927 40,003

Reconciliation of movements of loans and borrowings to cash flows arising from financing activities

2020 2019

In thousands of EUR
Bonds

Loans from 
Group 

companies
Loan from 

shareholder Bonds

Loans from 
Group 

companies

Balance at 1 January 39,616 738 - 39,049 -

Changes from financing 
cash flows

Proceeds from loans and 
borrowings

- - 300 - 723

Total changes from 
financing cash flows

- - 300 - -

Other changes

Liability-related

Interest expense 3,151 29 37 3,143 15

Interest expense 
(amortisation of transaction 
costs)

624 - - 567 -

Interest paid (809) - - (3,143) -

Total liability-related other 
changes

2,966 29 37 567 15

Balance at 31 December 42,582 767 337 39,616 738
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53. Other liabilities

In thousands of EUR 2020 2019

Financial other payables

Accrued interest on 
bonds

2,678 336

Payables to personnel 130 103

Other payables to Group 
companies

75 158

Other accrued expenses 63 105

Accrued interest on 
loans from Group 
companies

44 15

Accrued interest on 
loans from related 
parties

37 -

Other payables to 
related parties

9 -

Other payables to third 
parties

134 65

3,170 782

Non-financial other 
payables

Social contributions 
payable

14 17

VAT payable 13 -

Personal income tax 
payable

8 10

35 27

Total 3,205 809

Non-current - -

Current 3,205 809

Total 3,205 809

For terms and conditions relating to related party 
receivables, refer to Note 55.

Information about the Company’s exposure to li-
quidity risk is included in Note 54.
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54. Financial instruments – Fair 
values and risk management

Accounting classifications and fair values

The following table shows the carrying amounts 
and fair values of financial assets and financial li-

abilities, including their levels in the fair value hi-
erarchy. It does not include fair value information 
for financial assets and financial liabilities not mea-
sured at fair value if the carrying amount is a rea-
sonable approximation of fair value (in particular 
for short-term financial assets and liabilities).

Carrying amount Fair value

Fair value 
levelIn thousands of EUR Note

31 
December 

2020

31 
December 

2019

31 
December 

2020

31 
December 

2019

Financial assets not measured at fair value

Financial assets at amortised cost

Loans to Group companies 48 6,217 33,277 4,622 31,390 Level 3

 6,217 33,277 4,622 31,390

Financial liabilities not measured at fair value

Financial liabilities at amortised cost

Bonds and interest accrued 42,582 39,616 42,582 40,466 Level 3

Loans from Group Companies and interest accrued 767 738 648 599 Level 3

  43,349 40,354 43,230 41,065

Measurement of fair values

The fair value of financial investments was estimat-
ed as the present value of future cash flows, dis-
counted at a discount rate of 7.75%.

The fair value of bonds was estimated as present 
value of expected cash flows, discounted at a dis-
count rate of 7.75%. 

Financial risk management

The Company has exposure to the following risks 
arising from financial instruments:

e) credit risk

f) liquidity risk

g) interest rate risk

(vi) Risk management framework

For general principles of the Group’s risk manage-
ment refer to Note 31 of the consolidated financial 
statements. 

(vii) Credit risk

Credit risk is the risk of financial loss to the Com-
pany if a counterparty to a financial instrument fails 
to meet its contractual obligations and arises from 
the Company’s loans and other receivables from 
its subsidiaries. 

At 31 December, the exposure to credit risk for 
other receivables by geographic regions was as 
follows:

In thousands of EUR 2020 2019

Baltic States 25 191

Germany 8 139

Other countries 105 36

Total 138 366

The Company uses the same approach in the cal-
culation of ECLs of other receivables as the Group, 
including intragroup receivables (refer to Note 31 
(ii)). The Company recognised EUR 129 thousand 
of impairment allowance related to receivables 
from related parties as of 31 December 2020 (31 
December 2019: none).

Loans issued to Group companies

Loans issued by the Company include only loans 
issued to its subsidiaries (refer to Note 55 for more 
details). 

The Company monitors changes in credit risk by 
regularly reviewing financial statements of debtors.

The exposure to credit risk for loans issued and 
measured at amortised cost at the reporting date 
by geographic region was as follows: 

In thousands of EUR 2020 2019

Germany 16,368 15,562

Baltic States 13,128 13,732

France 3,873 3,815

Belarus 175 168

Total 33,544 33,277
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Assets measured at amortised cost comprising 
loans were subject to a 12-month ECL allowance. 
No loss allowance was recognised for loans issued 
as of 31 December 2020 and 2019.

The Company holds no collateral in respect of 
loans issued. 

Cash and cash equivalents

The Company held cash and cash equivalents of 
EUR 23 thousand as at 31 December 2020 (31 De-
cember 2019: EUR 6 thousand). Main banks used 
by the Company are approved by the Board of 
Directors. The cash and cash equivalents are held 
with bank and financial institution counterparties, 
which are rated A2 to Baa3, based on Moody’s rat-
ings. 

Impairment on cash and cash equivalents has been 
measured on a 12-month expected loss basis and 
reflects the short maturities of the exposures. The 

Company considers that its cash and cash equiv-
alents have low credit risk based on the external 
credit ratings of the counterparties. 

(viii) Liquidity risk

Liquidity risk is the risk that the Company will en-
counter difficulty in meeting the obligations asso-
ciated with its financial liabilities that are settled 
by delivering cash or another financial asset. The 
Company’s approach to managing liquidity is to 
ensure, as far as possible, that it will always have 
sufficient liquidity to meet its liabilities when they 
are due, under both normal and stressed condi-
tions, without incurring unacceptable losses or 
risking damage to the Company’s reputation.

The following are the remaining contractual ma-
turities of financial liabilities at 31 December 2020. 
The amounts are gross and undiscounted and in-
clude contractual interest payments and exclude 
the impact of netting agreements.

In thousands of EUR
Carrying 
amount

6 months 
or less

6-12 
months

1-2 
years

2-5 
years Total

Non-derivative financial 
liabilities

Secured bonds and accrued 
interest

42,582 42,867 - - - 42,867

Loans from Group Companies 
and accrued interest

767 - - - 883 883

Loans from shareholder and 
accrued interest

337 381 - - - 381

Other payables 411 411 - - - 411

44,097 43,659 - - 883 44,542

The following are the remaining contractual maturities of financial liabilities at 31 December 2019:

In thousands of EUR
Carrying 
amount

6 months 
or less

6-12 
months

1-2 
years

2-5 
years Total

Non-derivative financial 
liabilities

Secured bonds and accrued 
interest

39,616 1,559 1,584 40,792 - 43,935

Loans from Group Companies 
and accrued interest

738 - - - 883 883

Other payables 431 431 - - - 431

40,785 1,990 1,584 40,792 883 45,249

EUROPEAN LINGERIE GROUP AB |  ANNUAL REPORT FOR THE YEAR ENDED 31 DECEMBER 2020



90

(ix) Interest rate risk

Interest rate risk is the risk that the fair value or fu-
ture cash flows of a financial instrument will fluc-
tuate because of changes in market interest rates. 
The Company’s exposure to the risk of changes in 
market interest rates relates primarily to the Com-
pany’s long-term assets with fixed interest rates. 
The Company does not hedge the interest rate risk, 
but the management of the Company regularly re-
views the significance of the risk and will apply risk 
hedging instruments in case the risk becomes high.

Exposure to interest rate risk

The interest rate profile of the Company’s inter-
est-bearing financial instruments as reported to 
the management of the Group is as follows:

In thousands of EUR 2020 2019

Fixed-rate instruments

Financial assets 4,048 3,983

Financial liabilities (1,104) (738)

Net position 2,944 3,245

Variable-rate 
instruments

Financial assets 29,496 29,294

Financial liabilities (42,582) (39,616)

Net position (13,086) (10,322)

Fair value sensitivity analysis for fixed-rate 
instruments

The Company does not account for any fixed-rate 
financial assets or financial liabilities at fair val-
ue through profit or loss, and the Company does 
not use derivatives as hedging instruments under 
a fair value hedge accounting model. Therefore, 
a change in interest rates at the reporting dates 
would not affect profit or loss. A change of 100 
basis points in interest rates would have increased 
or decreased equity by EUR 23 thousand after tax 
as at 31 December 2020 (31 December 2019: EUR 
26 thousand). This analysis assumes that all other 
variables, in particular foreign currency exchange 
rates, remain constant.

Cash flow sensitivity analysis for variable-rate in-
struments

The Company monitors the sensitivity of its inter-
est-bearing loans and borrowings to changes in 
interest rates and the effect of such changes on the 
Company’s profit or loss and equity. A reasonably 
possible change of 100 basis points in interest rates 
at the reporting dates would have increased or de-
creased equity and profit or loss by EUR 103 thou-
sand at 31 December 2020 (31 December 2019: 
EUR 81 thousand). This analysis assumes that all 
other variables, in particular foreign currency ex-
change rates, remain constant. 
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55. Related parties

Transactions with key management personnel

Key management personnel compensation for the 
reporting period amounted to EUR 113 thousand 
and comprised only short-term employee bene-
fits in the form of salaries and social contributions 
(2019: EUR 130 thousand). 

Other related party transactions

In thousands of EUR

Transaction values 
for 2020

Balance 
outstanding at 

31 December 2020
Transaction values 

for 2019

Balance 
outstanding at 

31 December 2019 

Sales of goods and services

Subsidiaries 190 - 218 -

Purchases of goods and services

Shareholders - - 5 -

Subsidiaries 801 - 122 -

Other related parties 164 - 177 -

Interest income accrued during the year

Subsidiaries 2,305 - 2,408 -

Interest expense accrued during the period

Subsidiaries 29 - 15 -

Shareholders 36 - - -

Loans granted

Subsidiaries 10 - 396 -

Loans received

Shareholders 300 - - -

Subsidiaries - - 723 -

Other receivables

Shareholders - 25 - 25

Subsidiaries - 8 - 166

Other related parties - 129 - 170

Allowance for other receivables

Other related parties - (129) - -

Loans receivable

Subsidiaries - 27,322 - 28,579

Interest receivable

Subsidiaries - 6,222 - 4,698

Loans payable

Shareholders - 300 - -

Subsidiaries - 723 - 723

Interest payable

Shareholders - 37 - -

Subsidiaries - 44 - 15

Other payables

Subsidiaries - 75 - 158

Other related parties - 9 - -
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All outstanding balances with the related parties 
are priced on an arm’s length basis and are to be 
settled in cash within six months of the reporting 
date except as indicated below. None of the bal-
ances is secured. 

During 2018, EUR 19,799 thousand loan was issued 
to LSEZ Lauma Fabrics SIA. According to the loan 
agreement the loan carries the interest rate of EU-
RIBOR + 8.25% per annum and matures in 2021. 
Part of the loan was subsequently assigned to E|L|B 
GmbH in 2018, part of the loan was repaid during 
2019-2020. The loan carrying amount along with 
accrued interest was EUR 1,731 thousand as of 31 
December 2020 (31 December 2019: EUR 1,854 
thousand).

During 2018, EUR 12,577 thousand loan was issued 
to SIA European Lingerie Group. According to the 
loan agreement the loan carries the interest rate of 
EURIBOR + 8.25% per annum and major part of it 
matures in 2021, with the rest in 2025. During 2019 
the amount of loan and accrued interest increased 
after additional assignment from E|L|B GmbH, and 
part of the loan was repaid during 2019-2020. The 
loan carrying amount along with accrued interest 
was EUR 11,397 thousand as of 31 December 2020 
(31 December 2019: EUR 11,878 thousand).

During 2018, EUR 4,446 thousand loan was issued 
to E|L|B GmbH and another loan was assigned to 
E|L|B GmbH from LSEZ Lauma Fabrics SIA. Accord-
ing to the loan agreements the interest rates range 
from EURIBOR + 7.5% to EURIBOR + 8.25% per an-
num, and major part of loans matures in 2021 with 
the rest - in 2025. Part of the loan and accrued 
interest were assigned to SIA European Lingerie 
Group and part of the loan was repaid during 2019. 
The loan carrying amount along with accrued in-
terest was EUR 16,368 thousand as of 31 Decem-
ber 2020 (31 December 2019: 15,562 thousand).

During 2018, EUR 3,400 thousand loan was is-
sued to Felina France S.a.r.l. According to the loan 
agreement the loan carries the interest rate of 8% 
per annum and matures in 2033. Part of the loan 
was repaid during 2020. The loan carrying amount 
along with accrued interest was EUR 3,874 thou-
sand as of 31 December 2020 (31 December 2019: 
3,815 thousand).

During 2018, EUR 150 thousand loan was issued 
to Dessus-Dessous S.A.S. According to the loan 
agreement the loan carries the interest rate of 2.9% 
per annum and matures in 2019. The loan carrying 
amount along with accrued interest was EUR 150 
thousand as of 31 December 2018. The loan was 
fully repaid during 2019. 

During 2019, EUR 169 thousand loan was issued to 
Senselle OOO. According to the loan agreement 
the loan carries the interest rate of 4.0% per annum 
and matures in 2024. The loan carrying amount 
along with accrued interest was EUR 174 thousand 
as of 31 December 2020 (31 December 2019: EUR 
168 thousand).

During 2019, the Company received EUR 723 
thousand loan from Felina GmbH. According to 
the loan agreement the loan carries the interest 
rate of 4.0% per annum and matures in 2024. The 
loan carrying amount along with accrued interest 
was EUR 767 thousand as of 31 December 2020 
(31 December 2019: EUR 738 thousand).

During 2020, the Company received a loan from 
shareholder, Helike Holdings OU, in the amount of 
EUR 300 thousand during 2020. The loan matures 
on 31 December 2021 and carries the interest rate 
of 15% per annum. The loan is subordinated to the 
bonds. The loan carrying amount along with ac-
crued interest was EUR 337 thousand as of 31 De-
cember 2020 (31 December 2019: none).

56. Audit remuneration

Audit remuneration amounted to EUR 113 thou-
sand in the reporting period (2019: EUR 38 thou-
sand) and comprised audit fees only. There were 
no other services provided to the Company by 
Ernst & Young AB in 2020.

57. Subsequent events

Refer to Note 38 of the consolidated financial 
statements for subsequent events.
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SIGNING OF THE ANNUAL REPORT

The undersigned signatories give their assurance that the consolidated financial statements and Annual Re-
port have been prepared in accordance with the IFRS standards adopted by the EU and generally accepted 
accounting policies and provide a true and fair view of the Group’s and the company’s financial position 
and results, and the Board of Directors’ Report on the Group provides a true and fair overview of the devel-
opment of the Group’s and the Company’s business, position and results and describe significant risks and 
uncertainties faced by the companies included in the Group.

Stockholm, 28 July 2021

AUDITOR’S STATEMENT IN THE ANNUAL REPORT

Our audit report was submitted on 29 July 2021.

Oskar Wall

Authorised Public Accountant 

Ernst & Young AB
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Carl Oscar Edgren

Chairman of the Board

Dmitry Ditchkovsky

Board member

Indrek Rahumaa

Board member
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AUDITOR’S REPORT
To the general meeting of the shareholders of European Lingerie Group AB 
(publ), corporate identity number 559135-0136 

Report on the annual accounts and 
consolidated accounts

Opinions

We have audited the annual accounts and consoli-
dated accounts of European Lingerie Group AB for 
the year 2020. The annual accounts and consolidat-
ed accounts of the company are included on pages 
5-93 in this document.

In our opinion, the annual accounts have been pre-
pared in accordance with the Annual Accounts Act 
and present fairly, in all material respects, the financial 
position of the parent company as of 31 December 
2020 and its financial performance and cash flow for 
the year then ended in accordance with the Annual 
Accounts Act. The consolidated accounts have been 
prepared in accordance with the Annual Accounts 
Act and present fairly, in all material respects, the 
financial position of the group as of 31 December 
2020 and their financial performance and cash flow 
for the year then ended in accordance with Inter-
national Financial Reporting Standards (IFRS), as ad-
opted by the EU, and the Annual Accounts Act. The 
statutory administration report is consistent with the 
other parts of the annual accounts and consolidated 
accounts.

We therefore recommend that the general meet-
ing of shareholders adopts the income statement 
and balance sheet for the parent company and the 
group.

Basis for Opinions

We conducted our audit in accordance with Inter-
national Standards on Auditing (ISA) and generally 
accepted auditing standards in Sweden. Our respon-
sibilities under those standards are further described 
in the Auditor’s Responsibilities section. We are in-
dependent of the parent company and the group in 
accordance with professional ethics for accountants 
in Sweden and have otherwise fulfilled our ethical 
responsibilities in accordance with these require-
ments.

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

Other Information than the annual accounts and 
consolidated accounts

This document also contains other information than 
the annual accounts and consolidated accounts and 
is found on pages 1-4. The Board of Directors and 
the Managing Director are responsible for this other 
information. 

Our opinion on the annual accounts and consolidat-
ed accounts does not cover this other information 
and we do not express any form of assurance con-
clusion regarding this other information.

In connection with our audit of the annual accounts 
and consolidated accounts, our responsibility is to 
read the information identified above and consider 
whether the information is materially inconsistent 
with the annual accounts and consolidated ac-
counts. In this procedure we also take into account 
our knowledge otherwise obtained in the audit and 
assess whether the information otherwise appears 
to be materially misstated.

If we, based on the work performed concerning this 
information, conclude that there is a material mis-
statement of this other information, we are required 
to report that fact. We have nothing to report in this 
regard. 

Responsibilities of the Board of Directors and the 
Managing Director

The Board of Directors and the Managing Director 
are responsible for the preparation of the annual 
accounts and consolidated accounts and that they 
give a fair presentation in accordance with the An-
nual Accounts Act and, concerning the consolidated 
accounts, in accordance with IFRS as adopted by the 
EU. The Board of Directors and the Managing Direc-
tor are also responsible for such internal control as 
they determine is necessary to enable the prepara-
tion of annual accounts and consolidated accounts 
that are free from material misstatement, whether 
due to fraud or error.

In preparing the annual accounts and consolidated 
accounts, The Board of Directors and the Managing 
Director are responsible for the assessment of the 
company’s and the group’s ability to continue as a 
going concern. They disclose, as applicable, matters 
related to going concern and using the going con-
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cern basis of accounting. The going concern basis 
of accounting is however not applied if the Board of 
Directors and the Managing Director intend to liq-
uidate the company, to cease operations, or has no 
realistic alternative but to do so.

Auditor’s responsibility

Our objectives are to obtain reasonable assurance 
about whether the annual accounts and consol-
idated accounts as a whole are free from material 
misstatement, whether due to fraud or error, and to 
issue an auditor’s report that includes our opinions. 
Reasonable assurance is a high level of assurance, 
but is not a guarantee that an audit conducted in ac-
cordance with ISAs and generally accepted auditing 
standards in Sweden will always detect a material 
misstatement when it exists. Misstatements can arise 
from fraud or error and are considered material if, in-
dividually or in the aggregate, they could reasonably 
be expected to influence the economic decisions of 
users taken on the basis of these annual accounts 
and consolidated accounts.

As part of an audit in accordance with ISAs, we exer-
cise professional judgment and maintain profession-
al skepticism throughout the audit. We also: 

• Identify and assess the risks of material mis-
statement of the annual accounts and consol-
idated accounts, whether due to fraud or error, 
design and perform audit procedures respon-
sive to those risks, and obtain audit evidence 
that is sufficient and appropriate to provide 
a basis for our opinions. The risk of not de-
tecting a material misstatement resulting from 
fraud is higher than for one resulting from 
error, as fraud may involve collusion, forgery, 
intentional omissions, misrepresentations, or 
the override of internal control.

• Obtain an understanding of the company’s in-
ternal control relevant to our 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 internal control. 

• Evaluate the appropriateness of accounting 
policies used and the reasonableness of ac-
counting estimates and related disclosures 
made by the Board of Directors and the Man-
aging Director. 

• Conclude on the appropriateness of the Board 
of Directors’ and the Managing Director’s use 
of the going concern basis of accounting in 
preparing the annual accounts and consol-
idated accounts. We also draw a conclusion, 

based on the audit evidence obtained, as to 
whether any material uncertainty exists related 
to events or conditions that may cast signifi-
cant 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 auditor’s 
report to the related disclosures in the annu-
al accounts and consolidated accounts or, if 
such disclosures are inadequate, to modify 
our opinion about the annual accounts and 
consolidated accounts. Our conclusions are 
based on the audit evidence obtained up to 
the date of our auditor’s report. However, fu-
ture events or conditions may cause a com-
pany and a group to cease to continue as a 
going concern.

• Evaluate the overall presentation, structure 
and content of the annual accounts and con-
solidated accounts, including the disclosures, 
and whether the annual accounts and con-
solidated accounts represent the underly-
ing transactions and events in a manner that 
achieves fair presentation.

• Obtain sufficient and appropriate audit evi-
dence regarding the financial information of 
the entities or business activities within the 
group to express an opinion on the consoli-
dated accounts. We are responsible for the 
direction, supervision and performance of the 
group audit. We remain solely responsible for 
our opinions. 

We must inform the Board of Directors of, among 
other matters, the planned scope and timing of the 
audit. We must also inform of significant audit find-
ings during our audit, including any significant defi-
ciencies in internal control that we identified.
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Report on other legal and regulatory 
requirements

Opinions

In addition to our audit of the annual accounts and 
consolidated accounts, we have also audited the ad-
ministration of the Board of Directors and the Man-
aging Director of European Lingerie Group AB for 
the year 2020 and the proposed appropriations of 
the company’s profit or loss.

We recommend to the general meeting of share-
holders that the profit be appropriated in accor-
dance with the proposal in the statutory administra-
tion report and that the members of the Board of 
Directors and the Managing Director be discharged 
from liability for the financial year.

Basis for Opinions

We conducted the audit in accordance with gen-
erally accepted auditing standards in Sweden. Our 
responsibilities under those standards are further 
described in the Auditor’s Responsibilities section. 
We are independent of the parent company and the 
group in accordance with professional ethics for 
accountants in Sweden and have otherwise fulfilled 
our 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 
opinions.

Responsibilities of the Board of Directors and the 
Managing Director

The Board of Directors is responsible for the propos-
al for appropriations of the company’s profit or loss. 
At the proposal of a dividend, this includes an as-
sessment of whether the dividend is justifiable con-
sidering the requirements which the company’s and 
the group’s type of operations, size and risks place 
on the size of the parent company’s and the group’s 
equity, consolidation requirements, liquidity and po-
sition in general.

The Board of Directors is responsible for the com-
pany’s organization and the administration of the 
company’s affairs. This includes among other things 
continuous assessment of the company’s and the 
group’s financial situation and ensuring that the 
company’s organization is designed so that the ac-
counting, management of assets and the company’s 
financial affairs otherwise are controlled in a reas-
suring manner. The Managing Director shall manage 
the ongoing administration according to the Board 
of Directors’ guidelines and instructions and among 

other matters take measures that are necessary to 
fulfill the company’s accounting in accordance with 
law and handle the management of assets in a reas-
suring manner.

Auditor’s responsibility

Our objective concerning the audit of the admin-
istration, and thereby our opinion about discharge 
from liability, is to obtain audit evidence to assess 
with a reasonable degree of assurance whether any 
member of the Board of Directors or the Managing 
Director in any material respect:

• has undertaken any action or been guilty of 
any omission which can give rise to liability to 
the company, or

• in any other way has acted in contravention of 
the Companies Act, the Annual Accounts Act 
or the Articles of Association.

Our objective concerning the audit of the proposed 
appropriations of the company’s profit or loss, and 
thereby our opinion about this, is to assess with rea-
sonable degree of assurance whether the proposal is 
in accordance with the Companies Act.

Reasonable assurance is a high level of assurance, 
but is not a guarantee that an audit conducted in 
accordance with generally accepted auditing stan-
dards in Sweden will always detect actions or omis-
sions that can give rise to liability to the company, or 
that the proposed appropriations of the company’s 
profit or loss are not in accordance with the Com-
panies Act.

As part of an audit in accordance with generally ac-
cepted auditing standards in Sweden, we exercise 
professional judgment and maintain professional 
skepticism throughout the audit. The examination of 
the administration and the proposed appropriations 
of the company’s profit or loss is based primarily 
on the audit of the accounts. Additional audit pro-
cedures performed are based on our professional 
judgment with starting point in risk and materiality. 
This means that we focus the examination on such 
actions, areas and relationships that are material for 
the operations and where deviations and violations 
would have particular importance for the company’s 
situation. We examine and test decisions undertak-
en, support for decisions, actions taken and other 
circumstances that are relevant to our opinion con-
cerning discharge from liability. As a basis for our 
opinion on the Board of Directors’ proposed appro-
priations of the company’s profit or loss we exam-
ined whether the proposal is in accordance with the 
Companies Act.
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Comment

The annual report has been submitted to us after the 
time specified in the law. The annual report was not 
submitted at such a time that it is available, accord-
ing to chapter 7, § 10 of the Swedish Companies Act, 
to hold an Annual General Meeting within six months 
after the end of the financial year.

Stockholm 29 July 2021

Ernst & Young AB

Oskar Wall
Authorized Public Accountant 
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