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Independent Auditor’s Report 

To the Shareholder of VAS “Latvijas dzelzceļš” 

Our qualified opinion  

In our opinion, except for the possible effects of the matter described in paragraph 1, and the effects of 
the matter described in paragraph 2 in the Basis for qualified opinion section of our report, the financial 
statements set out on pages 14 to 59 of the annual report give a true and fair view of the financial 
position of VAS “Latvijas dzelzceļš” (the Company) as at 31 December 2019, and of its financial 
performance and its cash flows for the year then ended in accordance with International Financial 
Reporting Standards as adopted by the European Union. 

What we have audited 

The financial statements comprise:  

● the statement of financial position as at 31 December 2019,  
● the statement of comprehensive income for the year then ended,  
● the statement of changes in equity for the year then ended, 
● the statement of cash flows for the year then ended, and  
● the notes to the financial statements which include significant accounting policies and other 

explanatory information. 

Basis for qualified opinion  

1) The Company’s statement of financial position as at 31 December 2019 includes fixed assets and 
right-of-use assets with a total carrying amount of EUR 637,850 thousand. During the financial 
year the Company experienced a significant down-turn in freight transportation volumes, that we 
consider to be an indicator of impairment in accordance with IAS 36 ‘Impairment of assets’. 
However, the management has not carried out an impairment review to determine whether the 
carrying amount of fixed assets and right-of-use assets should be reduced and an impairment 
loss recognised. In the absence of an estimate by the Company of the recoverable amount of the 
fixed assets and right-of-use assets, we were unable to satisfy ourselves as to the carrying 
amount of these assets as at 31 December 2019. 

2) The Company’s non-current liabilities recognised in the statement of financial position as at 31 
December 2019 include borrowings from financial institutions in the amount of EUR 54,538 
thousand. As disclosed in note 27 to the financial statements the Company breached the 
covenants specified in the loan agreements. Thus, as at 31 December 2019 these borrowings 
become repayable on demand and the Company did not have the right to defer settlement of 
these liabilities for at least twelve months. According to the requirements of IAS 1 'Presentation 
of financial statements’ those borrowings should have been classified as short term. As a result, 
in our view, the Company’s short-term liabilities are understated and its long-term liabilities 
overstated by the above amount as at 31 December 2019. 

We conducted our audit in accordance with International Standards on Auditing adopted in the Republic 
of Latvia (ISAs). Our responsibilities under those standards are further described in the Auditor’s 
responsibilities for the audit of the financial statements section of our report.  

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our qualified opinion. 

Independence 

We are independent of the Company in accordance with the International Ethics Standards Board for 
Accountants’ Code of Ethics for Professional Accountants (IESBA Code) and the ethical requirements 
of the Law on Audit Services that are relevant to our audit of the financial statements in the Republic of 
Latvia. We have fulfilled our other ethical responsibilities in accordance with the IESBA Code and the 
ethical requirements of the Law on Audit Services.   

 

http://www.pwc.lv/


 

Translation note: This version of our report is a translation from the original, which was prepared in Latvian. All possible care has 
been taken to ensure that the translation is an accurate representation of the original. However, in all matters of interpretation of 
information, views or opinions, the original language version of our report takes precedence over this translation. 

2 

Material uncertainty relating to going concern 

We draw attention to note 40 Going concern in the financial statements. The Company’s current 
liabilities exceed its current assets by EUR 45,523 thousand at 31 December 2019, however taking into 
account the amount mentioned in point 2 of the Basis for qualified opinion above and excluding deferred 
income, the net current liabilities amount to EUR 77,992 thousand. In addition, the revenues for the year 
ended 31 December 2019 have declined significantly and the Company expects further decline in cargo 
and passenger transportation. Therefore, the Company’s ability to continue as a going concern depends 
on the financing from the government of the Republic of Latvia, and maintaining the existing financing 
from banks despite the breach of bank covenants. These conditions, along with other matters as set 
forth in note 40, indicate the existence of a material uncertainty which may cast significant doubt about 
the Company’s ability to continue as a going concern. Our opinion is not further qualified in this respect. 

Reporting on other information including the Management Report 

Management is responsible for the other information. The other information comprises the Management 
Report, as set out on pages 3 to 10 of the accompanying annual report, but does not include the financial 
statements and our auditor’s report thereon. 

Our opinion on the financial statements does not cover the other information. 

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

With respect to the Management Report, we also performed the procedures required by the Law on 
Audit Services. Those procedures include considering whether the Management Report is prepared in 
accordance with the requirements of the Law on Annual Reports and Consolidated Annual Reports. 

Based on the work undertaken in the course of our audit, in our opinion, in all material respects:  

● the information given in the Management Report for the financial year for which the financial 
statements are prepared is consistent with the financial statements; and 

● the Management Report has been prepared in accordance with requirements of the Law on 
Annual Reports and Consolidated Annual Reports. 

In addition, in light of the knowledge and understanding of the entity and its environment obtained in the 
course of our audit, we are required to report if we have identified material misstatements in the other 
information. As described in paragraph 2 of the Basis for qualified opinion section above, the Company 
has not reclassified its borrowings for which it has breached loan covenants to current liabilities. We 
have concluded that the Management Report is materially misstated for the same reasons with respect 
to the amounts or other items mentioned in the Basis for qualified opinion section above. 

Responsibilities of management and those charged with governance for the financial 
statements  

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

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

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

Auditor’s responsibilities for the audit of the financial statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that 
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includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an 
audit conducted in accordance with ISAs will always detect a material misstatement when it exists. 
Misstatements can arise from fraud or error and are considered material if, individually or in the 
aggregate, they could reasonably be expected to influence the economic decisions of users taken on 
the basis of these financial statements. 

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain 

professional skepticism throughout the audit. We also: 

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

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

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

● Conclude on the appropriateness of management’s use of the going concern basis of 
accounting and, based on the audit evidence obtained, whether a material uncertainty exists 
related to events or conditions that may cast significant doubt on the Company’s 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 financial statements or, 
if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the 
audit evidence obtained up to the date of our auditor’s report. However, future events or 
conditions may cause the Company to cease to continue as a going concern. 

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

 
We communicate with those charged with governance regarding, among other matters, the planned 

scope and timing of the audit and significant audit findings, including any significant deficiencies in 

internal control that we identify during our audit. 
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Ilandra Lejiņa  Terēze Labzova-Ceicāne   
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 Certificate No.184 
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