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(plus up to 48,222 additional shares pursuant to an over-allotment option,  
if exercised) to be admitted to trading on Nasdaq Riga First North market

Price EUR 6.25 per share

Offering period 16 October 2017 – 3 November 2017

This issue prospectus (the Prospectus) is issued by AS “MADARA Cosmetics” (a Latvian joint stock company, register code 
40003844254, address Zeltiņu iela 131, Mārupe, LV-2167, Latvia, the Company) in connection with the issue and public 
offering of the shares issued by the Company. These shares are expected to be admitted to trading on the Nasdaq First 
North multilateral trading facility operated by AS “Nasdaq Riga” (First North).

Because First North is not a regulated market, for the purposes of admission to trading on First North, this document 
is not a prospectus within the meaning of Directive 2003/71/EC of the European Parliament and the Council of 4 
November 2003 on the prospectus to be published when securities are offered to the public or admitted to trading, 
and it should be treated as a Company Description under section 6 of the rules of First North. For the purposes of the 
Offering, as defined below, this document is a prospectus.

The Company is publicly offering up to 482,220 shares with the nominal value of EUR 0.10 each, which may be increased 
by up to 48,222 shares to a total of up to 530,442 shares under an over-allotment option (the Offer Shares) to retail 
investors in Latvia and Estonia, which will be combined with a private placement of the Offer Shares to a limited number 
of retail investors and to institutional investors outside Latvia and Estonia in a manner that does not constitute a public 
offering (the Offering). A public offering will be carried out only in Latvia and Estonia and there will not be any public 
offering in any other jurisdiction.

The Offer Shares are offered for the price of EUR 6.25 per one Offer Share (the Offer Price), of which EUR 0.10 is the 
nominal value of one Offer Share and EUR 6.15 is the issue premium. The Offer Shares may be subscribed for during the 
period commencing on 16 October 2017 and ending on 3 November 2017 (the Offering Period) in accordance with the 
terms and conditions described in this Prospectus. 

The Company will, simultaneously with the Offering, apply for the admission to trading of all the shares of the Company, 
including the Offer Shares, (the Shares) on First North.

The Company reserves the right to cancel the Offering or change the terms and conditions thereof as described in this 
Prospectus.

It is estimated that trading with the Shares will commence on or about 10 November 2017.

Investing into the Shares involves risks. While every care has been taken to ensure that this Prospectus presents  
a fair and complete overview of the risks related to the Company, the operations of the Company and its subsidiaries 
(the Group) and to the Shares, the value of any investment in the Shares may be adversely affected by circumstances 
that are either not known at the date hereof or not reflected in this Prospectus.
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1 INTRODUCTORY INFORMATION

1.1 APPLICABLE LAW

The person responsible for the information in this Prospectus is AS “MADARA Cosmetics” (the Company). The Company ac-
cepts responsibility for the fullness and correctness of the information contained in this Prospectus as of the date hereof. 
Having taken all reasonable care to ensure that such is the case, the Company believes that the information contained in 
this Prospectus is, to the best of the Company’s knowledge, in accordance with the facts, and contains no omission likely 
to affect its import.

The Prospectus has been drawn up in accordance with and 
is governed by Latvian laws implementing the Directive 
2003/71/EC of the European Parliament and of the Coun-
cil of 4 November 2003 on the prospectus to be published 
when securities are offered to the public or admitted to 
trading and amending Directive 2001/34/EC and in accord-
ance with the Commission Regulation No 809/2004 of 29 

April 2004 implementing the Directive 2003/71/EC (the 
Prospectus Regulation), in particular Annexes III (Minimum 
disclosure requirements for the share securities note), XXII 
(Disclosure requirements in summaries) and XXV (Propor-
tionate Schedule for Minimum Disclosure Requirements 
for the Share Registration Document for SMEs and compa-
nies with reduced market capitalisation) thereof.

1.2 PERSONS RESPONSIBLE AND LIMITATIONS OF LIABILITY

Management Board of AS “MADARA Cosmetics”

Lote Tisenkopfa-Iltnere Uldis Iltners Paula Tisenkopfa
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1.3 PRESENTATION OF INFORMATION

INTRODUCTORY INFORMATION

Without prejudice to the above, no responsibility is ac-
cepted by the persons responsible for the information 
given in this Prospectus solely based on the summary of 
this Prospectus, unless such summary is misleading, inac-
curate or inconsistent when read together with the other 
parts of the Prospectus.
Furthermore, the Global Lead Manager expressly disclaims 
any liability based on the information contained in this Pro-
spectus, the summary of this Prospectus or individual parts 
thereof and will not accept any responsibility for the correct-

ness, completeness or import of such information. No infor-
mation contained in this Prospectus or disseminated by the 
Company in connection with the Offering may be construed 
to constitute a warranty or representation, whether express 
or implied, made by the Global Lead Manager to any third par-
ties. Neither the Company nor the Global Lead Manager will 
accept any responsibility for the information pertaining to 
the Offering, the Company or its operations, where such in-
formation is disseminated or otherwise made public by third 
parties either in connection with the Offering or otherwise.

Rounding of Numbers.  Numerical and quantitative 
values in this Prospectus (e.g. monetary values, per-
centage values, etc.) are presented with such precision 
that is deemed by the Company to be sufficient in or-
der to convey adequate and appropriate information 
on the relevant matter. From time to time, values have 
been rounded up to the nearest reasonable decimal or 
whole value in order to avoid excessive level of detail. 
As a result, certain values presented as percentages 
do not necessarily add up to 100% due to the effects 
of rounding. Exact numbers may be derived from the 
Financial Statements and the Interim Financial State-
ments, to the extent that the relevant information is 
reflected therein.

Currencies. In this Prospectus, financial information is 
presented in euro (EUR), the official currency of the Euro-
pean Union Member States in the Eurozone.

Date of Information. This Prospectus is drawn up based 
on information which was valid as of 30 June 2017. 
Where not expressly indicated otherwise, all informa-
tion presented in this Prospectus (including the con-
solidated financial information of the Group, the facts 
concerning its operations and any information on the 
markets in which it operates) must be understood to re-
fer to the state of affairs as of the aforementioned date. 
Where information is presented as of a date other than 
30 June 2017, this is identified by either specifying the 
relevant date or by the use of expressions “the date of 
this Prospectus”, “to date”, “until the date hereof” and 
other similar expressions, which must all be construed 
to mean the date of this Prospectus (22 September 2017).

Third Party Information and Market Information. For 

portions of this Prospectus, certain information may 
have been sourced from third parties. Such information 
is accurately reproduced, and, as far as the Company is 
aware and is able to ascertain, no facts have been omit-
ted which would render the reproduced information 
inaccurate or misleading. Certain information with re-
spect to the markets in which the Company and its sub-
sidiaries operate is based on the best assessment made 
by the Management. With respect to the industry in 
which the Company and its subsidiaries are active and 
certain jurisdictions in which they conduct their opera-
tions, reliable market information is often not available 
or is incomplete. While reasonable care was taken to 
provide best possible assessments of the relevant mar-
ket situation and the information on the relevant indus-
try, such information may not be relied upon as final and 
conclusive. Investors are encouraged to conduct their 
own investigation of the relevant markets or employ a 
professional consultant. 

Updates. The Company will update the information con-
tained in this Prospectus only to such extent and at such 
intervals and by such means as required by the applica-
ble law or considered necessary and appropriate by the 
Management. The Company is under no obligation to 
update or modify forward-looking statements included 
in this Prospectus (please see Section “Forward-Looking 
Statements” below).

Definitions of Terms. In this Prospectus, capitalised 
terms have the meaning ascribed to them in Section 
“Glossary”, with the exception of such cases where the 
context evidently requires to the contrary, whereas the 
singular shall include plural and vice versa. Other terms 
may be defined elsewhere in the Prospectus.
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INTRODUCTORY INFORMATION

1.4 DOCUMENTS ON DISPLAY

1.5 ACCOUNTING PRINCIPLES 
 AND FINANCIAL STATEMENTS

In addition to this Prospectus, the following documents 
(or copies thereof), where applicable, are available to all 
potential investors: (a) the Articles of Association of the 
Company; and (b) the historical consolidated financial 

information of the Company for financial years 2015 and 
2016. All the documents on display as described herein 
may be obtained at its office (Zeltiņu iela 131, Mārupe, 
LV-2167, Latvia).

The Financial Statements and the Interim Financial 
Statements have been prepared in accordance with the 
Latvian laws and regulations applicable for each respec-
tive time period (the Latvian GAAP). 
The Financial Statements are comprised of the following:

•  the consolidated financial statements of the 
Group for the financial year ended on 31 Decem-
ber 2016, audited by Deloitte Audits Latvia SIA;

•  the non-consolidated (stand-alone) statements of 
the Company for the financial year ended on 31 De-
cember 2015, audited by Deloitte Audits Latvia SIA.

According to the laws and regulations applicable at the re-
spective period of time, the Company was not obliged to 
prepare consolidated annual reports until 1 January 2016. 
Annual reports and consolidated annual reports prepared 
for the reporting year 2015 are subject to the provisions of 
the Law on Annual Reports and the Law on Consolidated 
Annual Reports valid throughout 31 December 2015. 
In accordance with Article 9.1 of the Law on Consolidat-
ed Annual Reports, a company is exempted from the ob-
ligation to prepare a consolidated annual report if it has 
only such subsidiaries, for which information is of minor 
importance, and which have no significant influence for 
the purpose of obtaining a true and fair view of the as-
sets, liabilities, obligations, financial position, profit and 
loss of the group as a whole.
The Management is of the opinion that the influence of 
the Company’s subsidiaries, i.e. SIA MADARA Retail and 
SIA Cosmetics Nord, was not significant in 2015 and that 
the audited non-consolidated annual report of the Com-
pany for 2015 provides a true and fair view of the assets, 
liabilities, financial position and profit of the Group. 
In 2015, the assets of these subsidiaries amounted to 
less than 1% of all assets of the Company. In 2015, SIA 
MADARA Retail made a loss of EUR 6 thousand and SIA 
Cosmetics Nord made a profit of EUR 3 thousand, which 
are negligible compared to the results of the Company’s 

stand-alone operations in 2015. On a consolidated basis, 
the Group’s profit is EUR 38 thousand less than the sum 
of the non-consolidated statements for the Company, 
SIA MADARA Retail and SIA Cosmetics Nord. This differ-
ence results from the different accounting treatments 
of inventories at SIA MADARA Retail – on a consolidated 
basis, these inventories are valued at cost to the Group 
rather than at purchase price charged within the Group.
Full annual reports for SIA MADARA Retail and SIA Cos-
metics Nord for the year 2015 are available at the office 
of the Company at Zeltiņu iela 131, Mārupe, Latvia.
Where comparisons are made in this Prospectus be-
tween 2015 and 2016 results, such comparisons are 
based on consolidated results for both respective years. 
Consequently, unaudited 2015 numbers are used.

The Interim Financial Statements are comprised of the 
following:

•  the consolidated financial statements of the 
Group as of 30 June 2017 and for the interim peri-
od then ended, which have not been audited, but 
which have been reviewed by Deloitte Audits Lat-
via SIA pursuant to the International Standard on 
Review Engagements (ISRE) 2400 (Revised) “En-
gagements to Review Historical Financial State-
ments”, in effect for periods ending on or after 31 
December 2013;

•  the consolidated income statement and cash-
flow statement of the Group for the interim pe-
riod ended 30 June 2016, which have not been re-
viewed or audited; these statements do not form 
a separate report and are included in the consoli-
dated financial statements of the Group as of 30 
June 2017 and for the interim period then ended;

•  the consolidated balance sheet of the Group as of 
30 June 2016, which has not been reviewed or au-
dited; this balance sheet is not included in the con-
solidated financial statements of the Group as of 
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This Prospectus is prepared solely for the purposes of 
the Offering of the Offer Shares. No public offering of 
the Shares is conducted in any jurisdiction other than 
Latvia and Estonia and consequently the dissemination 
of this Prospectus in other countries may be restricted 
or prohibited by law. This Prospectus may not be used 

for any other purpose than for making the decision of 
participating in the Offering and investing into the Offer 
Shares in the course of the Offering. You may not copy, 
reproduce (other than for private and non-commercial 
use) or disseminate this Prospectus without express 
written permission from the Company.

INTRODUCTORY INFORMATION

1.6 FORWARD-LOOKING STATEMENTS

This Prospectus includes forward-looking statements 
(notably under Sections “Summary”, “Risk Factors”, “Busi-
ness Overview”, “Reasons for Offering and Use of Pro-
ceeds”, “Markets and Competitive Position”, “Dividend Pol-
icy” and “Operating and Financial Review and Prospects”). 
Such forward-looking statements are based on current 
expectations and projections about future events, which 
are in turn made on the basis of the best judgment of the 
Management. Certain statements are based on the beliefs 
of the Management as well as assumptions made by and 
information currently available to the Management. Any 
forward-looking statements included in this Prospectus 
are subject to risks, uncertainties and assumptions about 
the future operations of the Group, the macroeconomic 
environment and other similar factors.
In particular, such forward-looking statements may be 
identified by the use of words such as “strategy”, “ex-
pect”, “plan”, “anticipate”, “believe”, “will”, “continue”, 
“estimate”, “intend”, “project”, “goals”, “targets” and 
other words and expressions of similar nature. Forward-
looking statements can also be identified by the fact 
that they do not relate strictly to historical or current 

facts. As with any projection or forecast, they are inher-
ently susceptible to uncertainty and changes in circum-
stances, and the Company is under no obligation to, and 
expressly disclaims any obligation to, update or alter its 
forward-looking statements contained in this Prospec-
tus whether as a result of such changes, new informa-
tion, subsequent events or otherwise.
The validity and accuracy of any forward-looking state-
ments is affected by the fact that the Group operates in 
a highly competitive business. This business is affected 
by changes in domestic and foreign laws and regula-
tions (including those of the European Union), taxes, 
developments in competition, economic, strategic, po-
litical and social conditions, consumer response to new 
and existing products and technological developments, 
and other factors. The Group’s actual results may differ 
materially from the Management’s expectations be-
cause of the changes in such factors. Other factors and 
risks could adversely affect the operations, business or 
financial results of the Group (please see “Risk Factors” 
for a discussion of the risks which are identifiable and 
deemed material at the date hereof).

1.7 USE OF PROSPECTUS

30 June 2017 and for the interim period then ended 
– instead, it is reproduced in full in this Prospectus 
under Section “Selected Financial Information”.

When references are made in this Prospectus to interim 
results as of and for the periods ended on 30 June 2017 

or 30 June 2016, such references are based on unau-
dited statements (and, in the case of 30 June 2016 and 
the period then ended, on statements that have neither 
been audited nor reviewed).
The Financial Statements and the Interim Financial 
Statements are included as Annex 1 to this Prospectus.
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2 SUMMARY

This Summary is a brief overview of the information disclosed in this Prospectus. This summary 
is made on the basis of the applicable disclosure requirements known as “Elements”. These 
Elements are numbered in Sections A – E (A.1 – E.7). This Summary contains all Elements 
required to be included in a summary for this type of securities and issuer. Because some 
Elements are not required to be addressed, there may be gaps in the numbering sequence 
of the Elements. Even though an Element may be required to be inserted in the summary 
because of the type of securities and issuer, it is possible that no relevant information can 
be given regarding that Element. In this case, a short description of the Element is included 
in this Summary with the mention of “not applicable”.

SECTION A – INTRODUCTION AND WARNINGS

SECTION B – ISSUER

Element Title Disclosure

A.1 Introduction and warnings This Summary should be read as an introduction to the Prospectus and any 
decision to invest in the Shares should be based on the consideration of the 
Prospectus as a whole. Where a claim relating to the information contained 
in this Prospectus is brought before a court, the plaintiff might, under the 
applicable law, have to bear the costs of translating the Prospectus before 
legal proceedings are initiated. Civil liability attaches only to those persons 
who have prepared the Summary, including any translation thereof, but 
only if the Summary is misleading, inaccurate or inconsistent when read 
together with the other parts of the Prospectus or it does not provide, 
when read together with the other parts of the Prospectus, key information 
in order to aid investors when considering whether to invest in the Shares.

A.2 Use of Prospectus for 
subsequent resale of Shares

Not applicable; the Prospectus cannot be used for the resale of the Shares.

B.1 Legal and commercial 
name

AS “MADARA Cosmetics”

B.2 Domicile/ legal form/ 
legislation/ country  
of incorporation

The Company has been established and is currently operating under the 
laws of the Republic of Latvia in the form of a joint stock company (in 
Latvian: akciju sabiedrība or AS) and is established for an indefinite term.

Element Title Disclosure
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SUMMARY

B.3 Description and key 
factors of current 
operations and principal 
activities, categories of 
products and/ or services. 
Principal markets

The Group companies develop, manufacture and sell organic cosmetics 
products under brands “MADARA” and “MOSSA”. The Group’s product 
portfolio covers a wide spectrum of beauty and skincare products – facial 
cleansers, toners, moisturisers, masks, serums, facial oils, eye- and lip-
care products, soap bars, liquid soaps, body moisturisers, deodorants, 
shampoos, conditioners, as well as products for babies and kids. Today, 
customers are offered around 80 different cosmetics products.
Besides sales in the home market of Latvia, the Group’s products are 
exported to over 25 countries. The core markets for the Group are the 
North European countries with high demand for quality organic products, 
high disposable income and developed online shopping habits. Other 
European countries and markets outside Europe may, however, prove even 
more important in the future.

B.4a Significant recent trends 
affecting the Company and 
industry

There has been no material adverse change in the prospects of the Group 
since 31 December 2016. The Management is not aware of any trends 
having material adverse effect on the operations of the Group. In general, 
the Group benefits from the overall global growth of the popularity of 
organic and environmentally friendly products, which is the single largest 
trend affecting the cosmetics industry.

B.5 Group description; 
position of the Company 
within the Group

The Company is the parent company of the Group and the vehicle for its 
main operations.
The Company has three fully-owned subsidiaries: SIA “MADARA Retail” 
and SIA “Cosmetics NORD” in Latvia and MADARA Cosmetics GmbH in 
Germany.  MADARA Retail operates three MADARA brand stores and a 
beauty salon located in Riga, Latvia, and Cosmetics NORD is engaged in the 
development and wholesale manufacturing of products for third-party 
clients (contract manufacturing). MADARA Cosmetics GmbH is responsible 
for the distribution of the Group’s products in Germany.
The Company has two minority holdings in competence centres formed 
within the framework of a state aid programme: 19% in SIA “Farmācijas, 
biomedicīnas un medicīnas tehnoloģiju kompetences centrs” and 9% in SIA 
“Pharma and Chemistry Competence Centre of Latvia”.

B.6 Persons, directly or 
indirectly having notifiable 
interest in the Company’s 
capital or voting rights 
under the applicable law. 
Voting rights of major 
shareholders. Direct or 
indirect control of the 
Company

As at the date of this Prospectus, the Shareholders holding over 5% of all 
Shares in the Company are the following:

The major shareholders in the Company do not have voting rights 
different from those of all other shareholders. Mr Uldis Iltners and Ms Lote 
Tisenkopfa-Iltnere are spouses and exercise their voting rights together, 
thus controlling the Company. There are no agreements between the 
shareholders of the Company that the Company is aware of.

Name of Shareholder Shares %

Mr Uldis Iltners 895,944 27.87

Ms Lote Tisenkopfa-Iltnere 895,944 27.87

SIA Sustainable Investments (a company 
under the control of Ms Linda Kesenfelde)

639,960 19.91

Ms Zane Tamane 383,976 11.94

Ms Liene Drāzniece 255,984 7.96

Total 3,071,808 95.55
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B.7 Selected historical key 
financial information. 
Narrative description 
of significant change to 
the Company’s financial 
condition and operating 
results subsequent to the 
period covered by selected 
historical key financial 
information

Income Statement, In TEUR 2016 2015

Audited Unaudited*

Net turnover       5,862       4,196

Cost of goods sold -2,540 -1,817 

Gross profit       3,321       2,379 

Operating profit1          935          514 

Profit before taxes 914 482

Net profit for the year 803 448

Interim Income Statement, in TEUR 6m 2017 6m 2016

Reviewed Unaudited*

Net turnover       3,585       2,601 

Cost of goods sold -1,361 -1,277 

Gross profit       2,224       1,324 

Operating profit1          824          330 

Profit before taxes          811          319 

Net profit for the period          713          277 

Balance Sheet, in TEUR 2016 2015

Audited Unaudited*

Total intangible assets            12            11 

Total long term fixed assets       1,589       1,783 

Total long term financial investments            43            40 

TOTAL LONG TERM ASSETS       1,643       1,834 

Total inventories       1,286          828 

Total accounts receivable          986          855 

Cash and cash equivalents          580          364 

TOTAL CURRENT ASSETS       2,851       2,046 

TOTAL ASSETS       4,495       3,881 

Share capital          107          107 

Share premium          761          761 

Retained earnings       2,022       1,339 

TOTAL EQUITY       2,890       2,207 

Total long term liabilities          741          911 

Total current liabilities          864          763 

TOTAL LIABILITIES       1,605       1,674 

TOTAL LIABILITIES AND EQUITY       4,495       3,881 

Element Title Disclosure

1Operating profit = gross profit - sales expenses - administrative expenses  
+ other operating income - other operating expenses.

1Operating profit = gross profit - sales expenses - administrative expenses  
+ other operating income - other operating expenses.
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Interim Balance Sheet, in TEUR 30.06.2017 30.06.2016

Reviewed Unaudited*

Total intangible assets            15            13 

Total long term fixed assets       1,763       1,719 

Total long term financial investments            43            43 

TOTAL LONG TERM ASSETS       1,821       1,776 

Total inventories       1,475       1,165 

Total accounts receivable          932          866 

Cash and cash equivalents       1,005          232 

TOTAL CURRENT ASSETS       3,412       2,263 

TOTAL ASSETS       5,233       4,039 

Share capital          107          107 

Share premium          761          761 

Retained earnings       2,734       1,533 

TOTAL EQUITY       3,602       2,401 

Total long term liabilities          730          826 

Total current liabilities          900          811 

TOTAL LIABILITIES       1,631       1,637 

TOTAL LIABILITIES AND EQUITY       5,233       4,039 

*2015 full-year consolidated statements, as well as interim statements as of 30 June 2016  
and for the period then ended, have not been reviewed or audited.

There have been no significant changes to the Group’s financial condition 
and operating results since 30 June 2017. Note, however, that in July 2017,  
the General Meeting decided to pay dividends in the amount of TEUR 200 
from 2016 profits, of which TEUR 100 has been paid out by the date hereof  
and the remaining TEUR 100 will be paid out gradually until 30 June 2018. The 
investors participating in the Offering will not be entitled to these dividends.
Note: The numbers above may not add up due to the effects of rounding.

B.8 Selected key pro forma 
financial information

Not applicable; the Financial Statements and the Interim Financial 
Statements adequately reflect the financial condition of the Group and 
there is no need for pro forma financial information.

B.9 Profit forecast Not applicable; no profit forecasts are being published. With regard to sales, 
the Company expects the sales in 2017 to grow by approximately 30%, that 
is to approximately EUR 7.6 million. The Company expects a similar growth 
rate for 2018, resulting in an estimated turnover for 2018 at EUR 10 million.

B.10 Qualifications  
in audit report

Not applicable; no qualifications.

B.11 Insufficiency  
of working capital

Not applicable; the Group’s working capital is sufficient for present purposes.
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SECTION C – SECURITIES

C.1 Type and class of securities 
and security identification 
number

The Offer Shares are dematerialised bearer shares with the nominal value 
of EUR 0.10 each. The Offer Shares are registered with the Latvian central 
securities depository (LCSD, operated under business name Nasdaq CSD SE) 
under ISIN LV0000101624 and are kept in book-entry form. 

C.2 Currency of the Shares The Offer Shares are denominated in euro.

C.3 Number of Shares issued 
and fully paid/ issued but 
not fully paid. Par value 
per Share

Currently, there are altogether 3,214,800 fully paid bearer shares of the 
Company with the nominal value of EUR 0.10 each. There are no Shares 
outstanding but not fully paid.
In the course of the Offering, up to 482,220 Offer Shares (plus up to 48,222 
additional Offer Shares that may be allocated pursuant to the over-allot-
ment option) are offered.
Provided that the Offering is successful and that all the Offer Shares, in-
cluding additional Offer Shares under the over-allotment option (alto-
gether 530,442 Shares) are subscribed for and issued by the Company, the 
number of the Shares will be 3,745,242. 

C.4 Rights attached  
to the Shares

The main rights attached to the Shares, including the Offer Shares, are 
(i) the right to participate in the corporate governance of the Company; 
(ii) the right to information; (iii) the right to dividends; (iv) the right to 
liquidation quota; (v) the priority right to purchase newly issued Shares; 
(vi) the priority right to convertible bonds; and (vii) the sell-out rights.
Each Share grants a Shareholder one vote at the General Meeting of 
shareholders. The General Meeting is capable of passing resolutions if more 
than 50% of the votes represented by all Shares are represented at the meeting. 
As a rule, resolutions of the General Meeting require the affirmative vote of the 
majority of the votes represented at the meeting. Certain resolutions require 
the affirmative vote of more than 3/4 of the votes represented at the meeting.
The Shareholders have the right to obtain information on the Company 
through reports issued by the Company and at the General Meetings.
All the Shareholders of the Company have the right to participate 
in the distribution of the profit of the Company and have the right to 
receive dividends proportionally to their shareholding in the Company. 
Resolving the distribution of profit and the payment of dividends is in 
the competence of the General Meeting.
The existing Shareholders of the Company have the priority right 
to acquire any newly issued Shares proportionally to their existing 
shareholding. This priority right may be excluded by a majority of 75% of 
all votes present at the General Meeting.
If convertible bonds are issued, the Shareholders have the priority right 
to acquire such bonds. This priority right may be excluded by a majority 
of 75% of all votes present at the General Meeting.
The Latvian law provides for mandatory sell-out rights in certain 
circumstances.

C.5 Restrictions on free 
transferability of Shares

The Offer Shares are freely transferrable.

C.6 Admission to trading /
name of regulated market

The Company intends to apply for the admission to trading of all the Shares, 
including the Offer Shares, on Nasdaq Riga First North (which is a multilateral 
trading facility and not a regulated market). The expected date of the 
admission to trading of the Shares on First North with the ticker MDARA is on 
or about 10 November 2017.  

Element Title Disclosure
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C.7 Dividend policy The Offer Shares will give rights to dividends declared by the Company (if 
any) for the financial year beginning on 1 January 2017 and for subsequent 
financial years.
As of the date of this Prospectus, there is no formal dividend policy in 
place, nor is it expected to be formally adopted in the future. However, 
the Management expects to recommend that up to 25% of the Company’s 
profit is distributed as dividends, even though there is no guarantee that 
such dividends will actually be declared and paid. Any decision with regard 
to dividends will depend on the actual performance and future plans of 
the Company. Dividends will ultimately be decided by the majority of the 
Shareholders at the General Meeting.
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SECTION D – RISKS

D.1 Key risks specific to the 
Company or its industry

BUSINESS RISKS

Competition Risk. The Group is constantly competing with local brands 
and large international corporations already present on or entering into the 
market of organic cosmetics. Large competitors are better positioned to 
invest in R&D and marketing, and to adopt aggressive pricing strategies.

Trend and Consumer Preference Risk. As the cosmetics industry is subject to 
rapid changes in consumer preferences and industry trends, the demand for the 
Group’s products may decrease if the Group is unable to recognise and rapidly 
adapt to consumer preferences and trends in the industry.

Marketing and Brand Name Risk. The competitiveness and sales of the Group’s 
products materially depend on its ability to market itself successfully. The 
Group is also exposed to negative information and feedback about the Group 
and its products, which may spread rapidly due to the growing popularity of 
social media.

Product Safety, Liability and Recall Risk. The Group is exposed to product 
liability claims if any of its products cause or are deemed or claimed to have 
caused adverse effects on a consumer, irrespective of whether the product 
was used according to instructions or not.

Manufacturing and Supply Risks. The Group manufactures its own products 
and is dependent on efficient and reliable processes and subject to risk of 
unexpected issues relating to production activities. Further, the Group is 
dependent on third party suppliers for raw materials, certain research and 
development services, leased premises and other inputs.

Seasonality. The products of the Group are not sold in the same quantities 
during different seasons. This uneven distribution of sales requires thorough 
planning of production volumes and logistics, as well as careful management 
of cash-flows, and may result in liquidity and stock issues.

E-commerce and Information Systems Risk. The Group’s business operations 
and sales are increasingly reliant on sophisticated information technology 
infrastructures and digital platforms.

Payment Processes Risk. The Group relies on third parties to provide payment 
processing services and accepts online payments with different cards issued 
by major banks, as well as payments through platforms such as PayPal. The 
use of these payment systems exposes the Group to risks.

Dependence on Key Personnel. The Group’s success is dependent on dedicated 
and talented employees and their continuous loyalty to the Group. In a highly 
competitive environment, the Group companies must make continuous efforts to 
attract new qualified personnel and motivate existing management and employees.

Element Title Disclosure
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POLITICAL, ECONOMIC AND LEGAL RISKS

Political Risks. The Group sells its products to more than 25 countries in 
Europe and Asia and is therefore susceptible to changes in the political 
environment in these regions.

Changes in Economic Environment. The operations of the Group are affected 
by general economic and geopolitical conditions. Any deterioration in the 
economic environment of the countries where the Group operates could 
have a direct negative impact on the Group.

Regulatory Risk. The cosmetics industry is highly regulated and affected by 
frequent regulatory changes.

Environmental and Safety Risks. Companies operating in the cosmetics 
industry must adhere to strict environmental regulations affecting their 
production, distribution, research and general administration.

Protection of Intellectual Property. The Group relies heavily on intellectual 
property. Failure to protect its intellectual property or infringement of the 
intellectual property rights of others could have a material negative impact 
on the Group.

Contractual Risks. The operations of the Group depend on the validity and 
enforceability of the transactions and agreements entered into by the 
Group, some of which may be affected by foreign law.

Exposure to Civil and Administrative Liability. The Group companies like 
other companies face the risk of potential litigation from customers and 
business partners and may be subject to tax assessment and administrative 
audits, which carry risks such as fines and administrative orders.

Ownership Structure Risk. The Company is under the joint control of Mr Uldis 
Iltners and Ms Lote Tisenkopfa-Iltnere, who, with the combined ownership 
stake in the Company exceeding 50%, will be able to exercise a significant 
degree of influence over the Company. As a result of the Offering, the named 
Shareholders may lose their majority, but may nevertheless be able to 
exercise effective control over the Company. 

FINANCIAL RISKS

Liquidity and Financing Risk. Liquidity and financing risk relates to the ability 
of the Group to meet its contractual obligations on time and to raise or 
maintain capital required to conduct its operations and business.

Raw Materials Price Risk. The production of cosmetics and consequently the 
operations of the Group are highly dependent on raw materials and resources 
needed to manufacture and package its products.

Insurance Risk. The insurance cover maintained by the Group may be 
insufficient to cover all losses that could occur in the future.
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Tax Risks Related to Intra-Group Transactions. The Group companies trade 
between themselves, which typically carries a risk of adverse tax consequences.

Counterparty Credit Risk. The inability of the Group’s distributors or other 
counterparties to meet their contractual obligations may have adverse 
effect on the Group’s business.

D.3 Key risks specific  
to the Shares

Cancellation of Offering. Best efforts will be made to ensure that the Offering 
is successful; however, there can be no assurance that the Offering will be 
successful and that the investors will receive the Offer Shares they subscribe for. 
The Company also has the right to cancel the Offering, even if successful.

Share Price and Limited Liquidity of Shares. Though every effort will be made 
to ensure that the admission of the Shares to trading on Nasdaq First North 
(Riga) will occur, the Company cannot provide any assurance that the Shares 
will be admitted to trading. Further, it cannot be ruled out that after the 
Offering, no active trading market will develop, and even if it develops, it may 
not be sustainable. Furthermore, the securities market is volatile by nature and 
investments into shares can increase and decrease in value over time. There is 
no guarantee that an investor can sell its Shares at an attractive price and earn 
a profit or even recover the money invested in the Shares.

Payment of Dividends. The Company is under no obligation to pay regular 
dividends and no representation can be made with respect to future dividends.

Dilution of Shareholdings. Should the share capital of the Company be 
increased and new shares issued in the future, the shareholding of each 
individual Shareholder in the Company may be diluted.

Tax Regime Risks. Changes in the tax regime applicable to transactions with 
the Shares or to the associated dividends may result in an increased tax 
burden of the Shareholders and may therefore have adverse effect on the 
rate of return from the investment into the Shares.

Additional Regulations and Requirements due to Becoming a Public Company. 
After the Shares of the Company are admitted to trading on First North, the 
Company will become a public company and will have to incur costs related 
to legal, accounting and other functions that were not necessary when the 
Company was a private company.

Lack of Adequate Analyst Coverage. There is no guarantee of continued (or 
any) analyst research coverage for the Company. Negative or insufficient 
third-party coverage would be likely to have an adverse effect on the market 
price and the liquidity of the Shares.

Element Title Disclosure
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SECTION E – OFFER

E.1 Total net proceeds. 
Estimate of total 
expenses of the offer 
(including estimated 
expenses charged  
to the investor)

Provided that the Offering is successful and that all the Offer Shares, including 
additional Offer Shares under the over-allotment option (altogether 530,442 
Shares) are subscribed for and issued by the Company, the expected amount of 
gross proceeds of the Offering is approximately EUR 3.3 million. Expenses directly 
related to the Offering are estimated to be approximately EUR 0.3 million. 
Therefore, the net proceeds of the Offering are expected to be EUR 3 million, 
assuming that the over-allotment option is exercised.
No expenses are charged to investors.

E.2a Reasons for offer;  
use of proceeds;  
estimated net  
amount of proceeds

The Company intends to use the net proceeds of the Offering primarily to finance 
the expansion of its sales operations, both domestically and internationally. 
This expansion will focus mainly on e-commerce, and will include both existing 
and new markets. In addition to the above, the Company does not rule out that 
proceeds of the Offering could be used for potential acquisitions.
The estimated net proceeds of the Offering are expected to be EUR 3 million, 
provided that the Offering is successful and all the Offer Shares (altogether 
530,442 Shares, including the over-allotment option) are subscribed for and 
issued by the Company.

E.3 Terms and conditions  
of offer

In the course of the Offering, up to 482,220 Offer Shares (which may be 
increased by up to 48,222 shares to a total of up to 530,442 shares pursuant 
to the over-allotment option) with the nominal value of EUR 0.10 each are 
being offered publicly to retail investors in Latvia and Estonia (the Retail 
Offering), privately to institutional or qualified investors (the Institutional 
Offering), and privately to individually identified non-institutional and 
non-qualified investors (the Private Offering). The Institutional Offering 
and the Private Offering are not public and will be conducted in reliance 
on the appropriate exemptions in those jurisdictions where they will be 
conducted. The Offer Shares are not offered publicly in any country other 
than Latvia and Estonia.
The Offer Price is EUR 6.25 per one Offer Share, of which EUR 0.10 is the 
nominal value of one Offer Share and EUR 6.15 is the issue premium. The 
Offer Price will be the same in the Institutional Offering, the Private 
Offering and in the Retail Offering.
The Offering Period commences on 16 October 2017 at 09:00 local time in 
Latvia and Estonia and terminates on 3 November 2017 at 15:30 local time 
in Latvia and Estonia.
The Company together with the Global Lead Manager will decide on the 
exercise of the over-allotment option and on the allocation of the Offer 
Shares after the expiry of the Offering Period, on or about 6 November 2017.
The division of the Offer Shares between the Retail Offering, the Institutional 
Offering and the Private Offering is not predetermined and will be decided 
by the Company in consultation with the Global Lead Manager in accordance 
with the principles described in the Prospectus, with the aim to determine a 
proportion which gives reasonable preference to retail investors and which 
can be expected to contribute to a more stable and favourable development 
of the price of the Shares in the secondary market.

Element Title Disclosure
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The Company, together with the Global Lead Manager, will allocate Offer 
Shares to the participants of the Institutional Offering and the Private 
Offering on a fully discretionary basis. In the Retail Offering, Offer Shares 
will be allocated by the Company together with the Global Lead Manager 
as follows:

•  under equal circumstances, all investors in the Retail Offering 
   will be treated equally;
•  depending on the number of investors participating in the Retail 
   Offering  and the number of Offer Shares subscribed for by individual 
   investors, minimum and maximum number of the Offer Shares to 
   be allocated to one investor may be established;
•  the allocation will aim to create a solid and reliable investor 
   base for the Company.

The non-executive employees of the Group will receive reasonable priority 
in allocation, up to a maximum amount to be determined by the Company 
in consultation with the Global Lead Manager.
The Offer Shares allocated to investors will be transferred to their securities 
accounts on or about 9 November 2017 through the “delivery versus payment” 
method simultaneously with the transfer of payment for such Offer Shares.
The maximum size of the Offering is fixed and if the Offering is oversubscribed, 
the number of the Offer Shares will not be increased, except for the amount of 
the over-allotment option, if exercised. If the Offering is undersubscribed, the 
Company may reduce the number of the Offer Shares accordingly, or cancel the 
Offering. The Company has also reserved the right to cancel the Offering in full in 
its sole discretion, at any time until the end of the Offering Period.
The Company intends to apply for the admission to trading of all the 
Shares on Nasdaq Riga First North. Trading with the Shares is expected to 
commence on or about 10 November  2017.

E.4 Interests material  
to issue/ offer

As far as the Management is aware, the persons involved in the Offering do 
not have any personal interests material to the Offering. The Management is 
not aware of any conflicts of interests related to the Offering.

E.5 Name of persons  
or entity offering  
to sell the security.  
Lock-up agreements: 
parties involved;  
period of lock-up

The Offering is carried out by the Company, with the Company being 
advised by the Global Lead Manager.
In order to simplify and expedite the settlement of the Offering, the 
settlement will be carried out through the Global Lead Manager. The 
Global Lead Manager will borrow the necessary number of Shares from 
Mr Uldis Iltners and Ms Lote Tisenkopfa-Iltnere (current shareholders 
of the Company) and will transfer these existing Shares to investors in 
accordance with the allocation rules of the Offering. The proceeds of 
the Offering will then be used by the Global Lead Manager to pay for new 
Shares that will be issued to the Global Lead Manager, who will return 
such new Shares to Mr Iltners and Ms Lote Tisenkopfa-Iltnere in the same 
amounts as respectively borrowed.
Prior to the commencement of trading in Shares, the Global Lead Manager 
and the key existing Shareholders (i.e. Uldis Iltners, Lote Tisenkopfa-Iltnere, 
SIA Sustainable Investments and Zane Tamane, together holding 87.59% of 
all Shares) will enter into a lock up agreement for 360 days from the date on 
which trading in Shares commences on First North. In addition, Shares that 
have or will be acquired by the Company’s employees prior to the settlement 
of the Offering (a total of 15,000 Shares) will be subject to a lock-up of 180 
days from the date on which trading in Shares commences on First North.

Element Title Disclosure
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E.6 Immediate dilution As at the date of this Prospectus, the number of the Shares of the Company 
is 3,214,800. The number of the Offer Shares is up to 530,442 (including 
the over-allotment option). Therefore, the number of the Shares of the 
Company after the successful registration of the increase of the share 
capital of the Company will be up to 3,745,242, provided, however, that the 
number of the Offer Shares is not changed. Therefore, the shareholdings in 
the Company existing immediately prior to the Offering will be diluted by 
up to 14.2% as a result of the Offering, unless a Shareholder subscribes for 
and is allocated additional Shares in the course of the Offering.

E.7 Estimated expenses 
charged to investor

Not applicable; no expenses are charged to the investor by the Company. 
Investors will be liable for their own costs in connection with the participation 
in the Offering, primarily for the service fees that may be charged by the 
financial institutions through which they will subscribe for the Offer Shares.
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Competition Risk. The cosmetics industry is an innova-
tion driven and competitive industry. The Group is con-
stantly competing with local brands and large interna-
tional corporations already present or entering into the 
market of organic cosmetics, especially since there are 
relatively few entry barriers. With the increasing popu-
larity of online shopping, other companies can easily uti-
lise online distribution channels and introduce new prod-
ucts on the same markets as the Group operates in. Some 
current or potential competitors are significantly larger 
than the Group, and have greater financial resources, 

greater ability to devote large budgets to research and 
development, as well as to marketing and brand recogni-
tion, and the capability to adopt aggressive price policies. 
The Group’s growth and sales are therefore dependent 
on the Group being able to stay ahead of its competition 
by perfecting existing technologies and undertaking new 
research and development that would enable the Group 
to offer new products and formulas to consumers, and 
on its ability to keep pace with the marketing efforts of 
its competitors. The materialisation of any of the risks 
described below could harm the Group’s competitive po-

3 RISK FACTORS

Investing into the Shares entails risks. In the course of its everyday business, the Group is 
exposed to a variety of risks, including the risks described in this Section. The impact of any 
such risks will depend on the Group’s ability to foresee, manage and mitigate them. Any of 
the risk factors described, or additional risks not currently known to the Management or not 
considered significant by the Management, could have a material adverse effect on the busi-
ness, financial condition, operations or prospects of the Group and result in a corresponding 
decline in the value of the Shares (regardless of whether such a consequence is specifically 
described or mentioned with respect to each of the risks listed below). As a result, investors 
could lose a part or all of the value of their investments. Therefore, each prospective investor 
in the Shares should thoroughly consider all the information in this Prospectus, including the 
risk factors described below.  
It is important to note that the risks outlined in the Prospectus are not in any way ranked in 
terms of their importance, probability of occurrence or potential financial impact, nor are 
they exhaustive. There may be additional risks the Group is not currently aware of or that are 
not considered significant.

This Prospectus is not, and does not purport to be, investment advice or an investment recommendation to acquire the Shares. Each prospective 
investor in the Shares must determine, based on its own independent review and analysis and such professional advice as it deems necessary and 
appropriate, whether an investment into the Shares complies with its financial needs and investment objectives and whether such investment is 
consistent with any rules, requirements and restrictions as may be applicable to that investor, such as investment policies and guidelines, laws and 
regulations of the relevant authorities, etc.

3.2 BUSINESS RISKS

3.1 INTRODUCTION
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sition, market share and growth prospects, which may be 
difficult or impossible to regain once lost.

Trend and Consumer Preference Risk. As the cosmetics 
industry is subject to rapid changes in consumer prefer-
ences and industry trends, the demand for the Group’s 
products may decrease if the Group is either unable to 
adapt to changing consumer preferences, or is unable to 
adequately predict and anticipate changes in consumer 
sentiment in a timely manner. The recent trends are to-
wards products based on the individual characteristics 
of a consumer. Also, consumers are increasingly aware 
of the environment and seek organic products that 
have been developed in an ethical and environmentally 
friendly way across the entire value chain. Many new and 
existing manufacturers work to take advantage of these 
new trends, and new market leaders may emerge quick-
ly. As a result, the Group must compete with many new 
competitors and products that are entering the organic 
segment of the cosmetics industry, which may lead to a 
decrease of demand for the Group’s products. Therefore, 
the results of the Group’s business depend on its ability 
to recognise and rapidly adapt to trends in the industry.

Marketing and Brand Name Risk. The competitiveness 
and sales of the Group’s products materially depend on 
its ability to market itself successfully. To ensure that a 
wider range of consumers recognise the brand and asso-
ciate it with high quality, the Group organises marketing 
campaigns to increase brand awareness and introduce its 
products; however, there is always a risk that such cam-
paigns may prove to be ineffective or remain inferior to 
marketing efforts by larger and better-equipped com-
petitors. In the globalised and interconnected world, the 
Group is also exposed to negative information and feed-
back about the Group and its products – both founded and 
unfounded – which can spread rapidly, particularly via so-
cial media. In order to increase sales and profits, the Group 
must employ effective marketing strategies and offer 
competitive prices, widen its distribution channels and be 
sufficiently prepared to withstand price reductions and 
lost sales in order to maintain its competitive position.

Product Safety, Liability and Recall Risk. Consumer safety 
and product quality are of key importance for the Group. 
Nevertheless, the Group is exposed to product liability 
claims if any of its products cause or are deemed or claimed 
to have caused adverse effects on a consumer, such as al-
lergic reactions or other conditions, or is perceived to be 
defective or unsafe, irrespective of whether the product 
was used according to instructions or not. As the Group 
has no actual control over the use of a product by any indi-
vidual consumer, a product could be used in an inappropri-
ate manner, which can cause adverse effects. This may in 

turn lead to product recall or liability claims, damage to the 
Group’s reputation, as well as to financial losses. In order 
to mitigate that risk, the Group companies have liability in-
surance covering damages to health or property; however, 
the risk cannot be fully excluded. If consumers lose confi-
dence in the Group’s products, which could also be caused 
simply by a product failing to meet their expectations, it 
could lead to a decrease in market share and may thus have 
a material adverse effect on the Group. 

Manufacturing and Supply Risks. The Group manufactures 
its own products and is dependent on efficient and reliable 
processes. Production always carries a risk of unexpect-
ed issues related to the manufacturing process, such as 
stoppages, natural disasters, malfunctions of or damage 
to manufacturing equipment, etc. Further, the Group is 
dependent on third party suppliers for raw materials, cer-
tain research and development services, leased premises 
and other inputs. Therefore, any disruptions in the supply 
chain, such as delays, insufficient stock, supplier bankrupt-
cies or terminations can affect the Group’s manufacturing 
or development processes. Although there are several 
alternative suppliers for some of the inputs the Group re-
quires (e.g. for organic certified plant products), replacing 
an established supplier with a new one may not always 
be possible, or could be costly and time-consuming, and 
therefore may have an adverse effect on the Group.

Seasonality. The products of the Group are not sold in 
the same quantities during different seasons. Sales tend 
to be stronger in Q1 and Q4 (especially around the win-
ter holiday shopping season), and tend to decrease in the 
summer. This uneven distribution of sales requires care-
ful management of cash-flows, and may result in liquid-
ity issues that may have an adverse effect on the Group. 
Moreover, the seasonality of sales is affected by the 
proportion of direct sales versus sales through external 
distributors. External distributors tend to increase their 
stocks in advance of the higher-selling seasons, while di-
rect sales increase during such seasons. This helps even 
out the effects of seasonality, but also requires thorough 
planning of production volumes and logistics.

E-commerce and Information Systems Risk. In the light 
of the growing spread of e-commerce, the Group’s busi-
ness operations and sales are increasingly reliant on so-
phisticated information technology infrastructures and 
digital platforms. Therefore, the increase of sales and the 
growth of the brand depend on the Group’s ability to offer 
a high-quality electronic shopping experience and a user-
friendly website interface. Further, the dependence on 
e-commerce platforms carries risks inherent to all infor-
mation technology systems, such as that of interruptions 
and breakdowns, as well as threats to the safety of the 
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business secrets of the Group and the protection of the 
personal data of its customers and employees. To a certain 
extent, such risks can be mitigated by using security sys-
tems and measures of high quality, and by upgrading and 
developing these systems at appropriate intervals; how-
ever, risks cannot be excluded in full. Failures of or signifi-
cant disruptions to the Group’s information technology 
systems may prevent it from conducting its operations 
efficiently. Furthermore, should the Group experience a 
significant security breach or other disruption to its infor-
mation technology systems, sensitive information could 
be compromised which in turn could harm the Group’s re-
lationship with its customers and suppliers, or otherwise 
have a material adverse effect on the Group.

Payment Processes Risk. The Group relies on third parties 
to provide payment processing services and accepts on-
line payments with different cards issued by major banks, 
as well as payments through platforms such as PayPal. The 
use of these payment systems exposes the Group to sev-
eral risks. The Group is subject to various operating rules 
of card associations that may change or be impossible for 

the Group to comply with in the future. Also, fees for cer-
tain payment systems may be introduced or increased in 
the future. Payments systems are also susceptible to mal-
functions and fraud and other illegal activities, for which 
the Group companies, as online sellers, could ultimately 
be held liable. Such events could include, for example, un-
authorised use of a customer’s credit card, which is a risk 
the Group cannot fully mitigate.

Dependence on Key Personnel. The Group’s success is de-
pendent on dedicated and talented employees and their 
continuous dedication to the Group. In a highly competi-
tive environment, the Group companies must make con-
tinuous efforts to attract new qualified personnel and 
motivate existing management and employees. In order 
to mitigate the risk of losing qualified employees and to 
attract new ones, the Group is constantly contributing to 
the development of a motivating and professional work-
ing environment. Nevertheless, any loss of the services of 
key employees, particularly to competitors, or the inability 
to attract and retain qualified personnel may have mate-
rial adverse effect on the Group.

3.3 POLITICAL, ECONOMIC AND LEGAL RISKS

Political Risks. The Group sells its products to more 
than 25 countries in Europe and Asia and is therefore 
susceptible to any changes in the political environment 
in these regions. The Group’s operations outside Europe 
form a significant portion of the Group’s sales (e.g., ap-
proximately 11% in 2016) and the Group is intending to 
increase that portion even more in the future as part 
of its growth strategy. Foreign operations are subject 
to legal, political, economic and business risks, as the 
legal, economic and political climate can change unex-
pectedly and sometimes overnight. These changes can 
include new trade restrictions, stricter health, safety 
and environmental rules, as well as other measures with 
a restrictive effect on the Group’s ability to market and 
sell its products. Further, the Group’s activities abroad 
expose the Group to risks related to malicious acts such 
as terrorism, to geopolitical tensions, and to environ-
mental disasters, which can all affect the Group’s ability 
to deliver its products to customers and the potential to 
sell such products. The Group’s ability to mitigate these 
risks substantially depends on its ability to react quick-
ly and effectively to any adverse developments and, if 
need be, to re-route its sales to unaffected countries.

Changes in Economic Environment. The operations of 
the Group are affected by general economic and geopo-
litical conditions. The repercussions of the global financial 
crisis of 2008-2009 continue to have some effect on the 
overall economic environment and there have been new 
adverse developments in recent years. The year 2016 has 
seen several major events surprising the financial markets, 
including the result of the Brexit referendum, the poten-
tial repercussions of which are difficult to quantify as the 
event is still unfolding; however, the referendum triggered 
a large initial sell-off in global financial markets and led 
to a substantial increase in economic uncertainty. The re-
cent years can also be characterised by the decline in the 
growth of the world economy and low inflation rates, with 
the further slowdown of the Asian economy now becom-
ing one of the major global concerns, as well as the con-
tinuing increase of geopolitical risks and a range of other 
noneconomic factors. These or other, yet unknown, ad-
verse developments could have an effect on the financial 
position of the Group. Any deterioration in the economic 
environment of the countries where the Group operates, 
in particular in Latvia, where a significant portion of the 
Group’s operations are conducted, could have a direct 
negative impact on the Group. The Latvian economy is 
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a small open economy that is closely linked to the global 
economy and especially the macroeconomic conditions 
in the Eurozone countries and Russia. Although the Group 
constantly monitors developments on both domestic and 
international markets, it is not possible to forecast the tim-
ing or extent of changes in the economic environment.

Regulatory Risk. The cosmetics industry is highly regulated 
and affected by frequent regulatory changes as regards, 
e.g., the use of certain substances in cosmetics, marketing 
or consumer protection. These regulatory changes tend to 
tighten the legal framework rather than relax it. Increased 
requirements and expectations typically result in limita-
tions of operating flexibility, as well as in additional costs 
and liabilities. The management system of the Group for the 
manufacture of cosmetics products is certified in accord-
ance with the requirements of applicable regulations, and 
the Group holds a Bureau Veritas certification according to 
which the management system has been audited and found 
to be compliant with the requirements of the management 
system standard ISO 22716:2007. The Group also complies 
with the requirements set forth by the cosmetics regula-
tions of the European Union. Further, almost all of the prod-
ucts manufactured by the Group are certified as to their 
compliance with the requirements of ECOCERT certification 
standards for “natural and organic cosmetics” or “natural 
cosmetics”, and some products are certified as to their com-
pliance with the requirements of the COSMOS certification 
standards. Nevertheless, there is no guarantee that the 
Group will be able to continue to comply with all existing 
and new applicable standards and regulatory requirements 
in the future. Currently, there is no harmonised European 
standard or certification for natural and organic cosmetics, 
but it is under discussion in the European Union, and could 
be implemented in the future, which, depending on its con-
tents, could have an effect on the Group. Even though these 
risks are mitigated by the Group through continuous and 
vigilant adherence to the local and European regulations, 
there is no guarantee that the Group’s interpretation of 
the regulations falls in line with that of the relevant super-
visory authorities, which may potentially cause the Group 
to breach such regulations. Further, the Group operates in 
and sells its products to many countries worldwide, and is 
therefore dependent on the acquisition and maintenance 
of the relevant licences and permits in every one of these 
countries. The inability of the Group to retain such licences 
and permits or to comply with all applicable regulations may 
have a material adverse effect on the Group.

Environmental and Safety Risks. The companies operating 
in the cosmetics industry must adhere to strict environ-
mental regulations affecting their production, distribution, 
research and general administration. For instance, the use 
of certain raw materials and their storage, as well as waste 

management, packaging, emissions and occupational 
safety, especially at manufacturing facilities, are subject 
to various regulations, which evolve constantly. Currently, 
the Group complies with all laws and regulations regard-
ing the environment and safety. The Group has the required 
pollution permit for its manufacturing activities and agree-
ments for the disposal of various types of waste, and for 
the management of used packaging. Given the nature of 
the operations of the Group, the industrial accident of the 
highest risk is fire. In order to mitigate this risk, a water res-
ervoir has been built on the territory of the manufacturing 
facility that can be used as an external water supply source 
for fire extinguishing. The Group also has civil liability insur-
ance and property insurance in place. However, should the 
Group fail to abide by the environmental regulations in the 
future, respective public authorities could impose fines and 
other sanctions. Additionally, the Group could incur poten-
tially material liabilities related to investigations and elimi-
nation of environmental pollution, should contamination of 
the environment occur on the sites operated on or owned 
by the Group. Furthermore, new laws and regulations can 
be adopted in the future or new contaminants discovered 
prompting the law to change, which may in turn have a ma-
terial adverse effect on the Group.

Protection of Intellectual Property. The Group relies 
heavily on intellectual property and has registered cer-
tain brands as trademarks. The brand name “MÁDARA” is 
registered internationally under the Madrid Protocol; in 
addition, it has over 20 trademarks registered in Latvia, 
including “MOSSA”, one of the Group’s most important 
trademarks, and several more registration applica-
tions are pending. However, the brand name “MÁDARA” 
has not been registered as a word trademark in Lithu-
ania and there is a risk that others may apply for such 
registration. Further, certain countries have refused or 
partially refused the registration of the Group’s inter-
national trademark. In addition, the laws of some coun-
tries offer less protection than the laws in Europe. The 
aforementioned issues expose the Group to potential 
infringements of its intellectual property or to crea-
tion of counterfeit products by third parties. This may in 
turn have a negative impact on brand value, reputation 
and sales in the respective country. Further, the Group’s 
cosmetic products are based on formulas which have 
not been protected by patents due to the complications 
involved in obtaining a patent, and the high cost of doing 
so. Wide-scale copying of such formulas by third parties 
may give rise to increased competition and thus have a 
material adverse effect on the Group. The Group must 
also not infringe on the intellectual property rights of 
others, and as the business grows, the Group faces a 
greater risk of being the subject of such claims. 
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Contractual Risks. The operations of the Group depend 
on the validity and enforceability of the transactions and 
agreements entered into by the Group. These transactions 
and agreements may be subject to the laws of Latvia or to 
the laws of other countries where the Group companies 
operate. While due care is taken to ensure that the terms 
of these transactions and agreements are fully enforce-
able under the laws applicable to them, occasional contra-
dictions and variations of interpretation may occur. Con-
sequently, the Group companies may not be able to always 
enforce their contractual rights. Moreover, the legal envi-
ronment where such transactions are effected and agree-
ments are entered into, which is primarily that of the Baltic 
States, is subject to changes, both through the enactment 
of new laws and regulations and through changes in inter-
pretation by the competent authorities and courts. There-
fore, it cannot be fully excluded that certain terms of the 
transactions and agreements entered into by the Group 
companies turn out to be unenforceable, which in turn 
may have material adverse effect on the Group.

Exposure to Civil and Administrative Liability. The Group 
companies like other companies face the risk of potential 
litigation from customers and business partners and are 
also subject to tax assessment and administrative audits, 
which carry risks such as fines and administrative orders. 
The results of any disputes and legal proceedings are in-

herently difficult to predict and even the disputes and pro-
ceedings themselves, not only unfavourable outcomes, 
may result in the Group incurring significant expenses and 
damages, and in negative effects on the Group’s reputa-
tion, which in turn may have material adverse effect on 
the Group’s operations, financial condition and results of 
operations. As of the date of this Prospectus, the Group 
is not aware of any ongoing or potential disputes or legal 
proceedings which could have a material adverse effect 
on the Group; however, there is no guarantee that such 
disputes or proceedings will not be initiated in the future.

Ownership Structure Risk. The Company is under the joint 
control of Mr Uldis Iltners and Ms Lote Tisenkopfa-Iltnere 
(please see Section “Major Shareholders” for further in-
formation). With the combined ownership stake in the 
Company exceeding 50%, these two Shareholders will be 
able to exercise a significant degree of influence over the 
Company, i.e. affect the majority of the corporate deci-
sions which are in the competence of the General Meet-
ing (please see Section “Rights of Shareholders”). This risk 
is mitigated by the fact that the most important decisions 
of the General Meeting require the affirmative vote of 
more than 3/4 of the votes represented at the meeting. As 
a result of the Offering, the named Shareholders may lose 
their majority in the Company, but may nevertheless con-
tinue to exert significant influence and/or control over it.

3.4 FINANCIAL RISKS

Liquidity and Financing Risk. Liquidity and financing risk 
relates to the ability of the Group to meet its contrac-
tual obligations on time and to raise or maintain capi-
tal required to conduct its operations and business. The 
Group has entered into several financing agreements with 
Swedbank AS and with the Investment and Development 
Agency of Latvia, and has substantial indebtedness un-
der the respective agreements (please see Section “Capi-
talisation and Indebtedness” for further details). As of the 
date of this Prospectus, the Group complies with all the 
conditions of these financial agreements and there has 
been no material breach of these conditions in the past. 
Nevertheless, these agreements include certain restric-
tive covenants and early repayment clauses. Also, under 
certain circumstances, the financiers have the right to in-
crease interest rate margins unilaterally, which could have 
a material adverse impact on the Group. Furthermore, as 

the Group is dependent on external creditors for receiving 
financing for its operations and future investments, there 
is a risk that the Group may be unable to raise additional 
capital if and when required. The availability of future fi-
nancing depends on market conditions, such as the avail-
ability of capital, as well as the Group’s operating results 
and future prospects. Additionally, current historically low 
interest rates may be expected to rise in the future, po-
tentially increasing the Group’s cost of capital.

Raw Materials Price Risk. As the production of cosmetics 
and consequently the operations of the Group are highly 
dependent on raw materials and resources needed to 
manufacture and package its products, any significant in-
crease in the price of raw materials or other inputs such as 
energy can impact the costs of manufacturing. The Group 
may not be able to increase output prices in time to coun-
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3.5 RISKS RELATED TO SHARES, OFFERING  
AND ADMISSION TO TRADING ON FIRST NORTH

ter any such increase in costs, or at all, or may suffer a de-
crease in sales on account of higher prices. The Manage-
ment works to improve manufacturing productivity, has 
a good overview of the raw materials market and the dif-
ferent suppliers available, and is always looking to imple-
ment projects to reduce or eliminate unnecessary costs. 
Nevertheless, increases in the prices of raw materials may 
have a material adverse effect on the Group.

Insurance Risk. The Group maintains civil liability insur-
ance, employment insurance and property insurance for 
the leased premises where the Group manufactures and 
stores its products, and for its store spaces in Riga, as well 
as for own property. The Management believes current 
insurance cover to be appropriate, taking into account 
the costs of insurance and the risk profile of the Group 
companies. However, this insurance may be insufficient 
to cover all losses that could occur in the future, espe-
cially if external risks, such as terrorism or natural disas-
ters, should occur, and therefore, these and other adverse 
events could result in losses that are either not covered by 
insurance or are covered insufficiently.

Tax Risks Related to Intra-Group Transactions. The Group 
companies trade between themselves, which typically car-
ries a risk of adverse tax consequences. Although the Group 
companies have taken reasonable care to make sure that all 
intra-Group transactions are made on market terms and are 
properly documented, it cannot be fully excluded that com-
petent tax authorities may find otherwise. This may result in 
additional taxes and other adverse effects.

Counterparty Credit Risk. The Group companies, like oth-
er companies, are exposed to third party credit risk. As the 
Group is engaged in sales via different channels, and has 
established a global network of trusted distributors, the 
Group does not have significant exposure to credit risk 
relating to any individual customer; however, there is al-
ways a risk that the situation could change in the future. 
The inability of the Group’s distributors or other counter-
parties to meet their contractual obligations may have a 
material adverse effect on the Group’s business.

Cancellation of Offering. Best efforts will be made to 
ensure that the Offering is successful; however, there 
can be no assurance that the Offering will be success-
ful and that the investors will receive the Offer Shares 
they subscribe for. The Company also has the right to 
cancel the Offering, even if successful, as described in 
Section “Cancellation of Offering”.

Share Price and Limited Liquidity of Shares. The Com-
pany will apply for the admission of the Shares to trading 
on Nasdaq First North (Riga). Though every effort will be 
made to ensure that admission to trading on First North 
will occur, the Company cannot provide any assurance 
that the Shares (including the Offer Shares) will be admit-
ted to trading. Further, considering that this is the first of-
fering of the Shares and that First North, as well as Nasdaq 
Riga Stock Exchange in general, is substantially less liquid 
and more volatile than established markets such as those 
in other countries with highly developed securities mar-
kets, it cannot be ruled out that after the Offering, no ac-
tive trading market will develop, and even if it develops, it 
may not be sustainable. By nature, the securities market 

is volatile and investments into shares can increase and 
decrease in value over time. This means that there is no 
guarantee that an investor can sell its Shares at an attrac-
tive price and earn a profit or even recover the money in-
vested in the Shares. The value of the Shares can fluctuate 
on the securities market due to events and materialisation 
of risks related to the Group, but also because of events 
outside the Group’s control such as global or regional fi-
nancial crises. Limited liquidity can make it more difficult 
for the investors to sell their Shares and there is no guar-
antee that the marketability of the Shares remains con-
stant or improves over time. Furthermore, if at any point 
a person controlling a large block of Shares decided to sell 
the Shares, the demand on First North may not be suffi-
cient to accommodate such a sale and any sale may take 
longer than originally expected or a sale may take place at 
a lower price than expected. 

Payment of Dividends. Over the past five years, the Com-
pany has regularly paid dividends to its shareholders, as 
further described in Section “Dividend Policy”; however, 
the Company is under no obligation to pay regular divi-
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dends and no representation can be made with respect to 
future dividends. The Management’s recommendations 
for the distribution of profit will be based on financial per-
formance, working capital requirements, possible restric-
tive covenants of credit or other agreements, reinvest-
ment needs and strategic considerations which may not 
necessarily coincide with the short-term interests of all 
Shareholders. The payment of dividends and the amount 
thereof will, however, be subject to the ultimate discre-
tion of the majority of the Shareholders. With respect to 

dividends, the Shareholders are not bound by the recom-
mendations of the Management Board. 

Dilution of Shareholdings. Should the share capital of 
the Company be increased and new shares issued in the 
future, the shareholding of each individual Shareholder 
in the Company may be diluted. The decision to increase 
the share capital of the Company may be proposed if 
there is a need to raise additional capital. The dilution 
of an individual Shareholder’s shareholding in the Com-

pany can take place if that Shareholder cannot or 
decides not to subscribe for newly issued shares 
pro rata to the existing shareholding. As a result, 
the proportion of the shareholding of any individ-
ual shareholder in the Company may decrease in 
the future. Increasing the share capital may also 
adversely affect the share price. 

Tax Regime Risks. Changes in the tax regime ap-
plicable to transactions with the Shares or to the 
associated dividends may result in an increased 
tax burden of the Shareholders and may there-
fore have adverse effect on the rate of return 
from the investment into the Shares.

Additional Regulations and Requirements due 

to Becoming a Public Company. After the Shares 
of the Company are admitted to trading on First 
North, the Company will become a public com-
pany and will have to incur costs related to le-
gal, accounting and other functions that were 
not necessary when the Company was a private 
company. The rules and regulations applicable 
to public companies are expected to make some 
activities of the Company more time consum-
ing and costly, and demand more time from the 
Management. Such costs and additional tasks 
could have an adverse effect on the Group. If 
the Company is unable to comply with the obli-
gations of a public company, it could ultimately 
lead to the suspension or termination of trading 
on First North, or to fines and sanctions. 

Lack of Adequate Analyst Coverage. There is no guar-
antee of continued (or any) analyst research coverage 
for the Company. Over time, the amount of third par-
ty research available in respect of the Company may 
increase or decrease with little or no correlation with 
the actual results of its operations, as the Company 
has no influence on the analysts who prepare such 
research. Negative or insufficient third-party cover-
age would be likely to have an adverse effect on the 
market price and the trading volume of Shares.
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 OF THE OFFERING

In the course of the Offering, up to 482,220 Offer Shares (plus 
up to 48,222 additional Offer Shares that may be allocated 
pursuant to the over-allotment option)  are being offered 
publicly to retail investors in Latvia and Estonia (the Retail 
Offering), privately to institutional or qualified investors (the 
Institutional Offering), and privately to individually identified 
non-institutional and non-qualified investors (the Private 
Offering, and together with the Retail Offering and Institu-
tional Offering, the Offering). The Institutional Offering and 
the Private Offering are not public and will be conducted in 
reliance on the appropriate exemptions in those jurisdictions 
where they will be conducted. The Shares are not offered 
publicly in any country other than Latvia and Estonia.
The Offer Shares are dematerialised bearer shares with 
the nominal value of EUR 0.10 each. The Offer Shares are 
registered with the Latvian central securities depository 
(LCSD, operated under business name Nasdaq CSD SE, reg-
istered address Vaļņu iela 1, Rīga LV-1050, Latvia) under ISIN 
LV0000101624 and are kept in book-entry form. No share 
certificates have or may be issued. The Offer Shares are de-
nominated in euro and governed by the laws of Latvia. The 
Offer Shares are freely transferrable.
All the Shares, including the Offer Shares, are of one 
class, rank pari passu with each other and carry equal 
voting rights. The Offer Shares will give rights to divi-
dends declared by the Company (if any) for the financial 
year beginning on 1 January 2017 and for subsequent 
financial years. For further description of the rights at-
tached to the Shares, including the Offer Shares, please 

see the Section “Rights of Shareholders”.
The Offering will involve the issue of as many new Shares 
as subscribed for in the course of the Offering and allocated 
to investors in accordance with the terms described in this 
Section “Terms and Conditions of Offering”.  In order to con-
duct the Offering, the General Meeting held on 14 August 
2017 resolved to authorise the Management Board to in-
crease the share capital and issue the new Shares. 
The maximum size of the Offering is fixed except for the 
amount of the over-allotment option, if exercised.
The division of the Offer Shares between the Retail Offer-
ing, the Institutional Offering and the Private Offering is not 
predetermined and will be decided by the Company in con-
sultation with the Global Lead Manager in accordance with 
the principles described in Section “Distribution and Alloca-
tion” below. The total amount of Offer Shares may decrease 
if a part of the Offering is cancelled – see Section “Cancella-
tion of Offering” for further details.
The shareholders, employees and members of the Manage-
ment Board and the Supervisory Board may participate in 
the Offering subject to the conditions set forth in Section 
“Allocation to Employees and Shareholders”.
As far as the Management is aware, the persons involved in 
the Offering do not have any personal interests material to 
the Offering. The Management is not aware of any conflicts 
of interests related to the Offering.
The Offering will be announced through the information 
system of the Nasdaq Riga Stock Exchange and through the 
Company’s website (www.madaracosmetics.com).

4.1 OFFERING

4.2 OVER-ALLOTMENT OPTION

Depending on the results of the subscription, the Com-
pany, in consultation with the Global Lead Manager, 
may decide to increase the size of the Offering by add-
ing up to 48,222 Offer Shares to the Offering, result-
ing in the total amount of the Offer Shares being up to 

530,442. The exercise of the over-allotment option will 
be entirely at the discretion of the Company, and will 
be decided based on the results of the Offering and on 
the Management’s view with regard to the necessity of 
additional capital.
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4.3 RIGHT TO PARTICIPATE IN RETAIL OFFERING

Investors in Latvia. For the purposes of the Offering, a 
natural person is considered to be “in Latvia” if such person 
has a securities account opened with a LCSD custodian, 
or with the ECRS, and such person’s address of residence 
recorded with that custodian or the ECRS in connection 
with that person’s securities account is located in Latvia. 
A legal person is considered to be “in Latvia” if such person 
has a securities account with an LCSD custodian or with 
the ECRS, and such person’s legal address recorded with 
that custodian or the ECRS in connection with such per-
son’s securities account is located in Latvia, or if it is regis-
tered in the Latvian Enterprise Register. 

Investors in Estonia. For the purposes of the Offering, 
a natural person is considered to be “in Estonia” if such 
person has a securities account with a LCSD custodian, 
or with the ECRS, and such person’s address of residence 
recorded with that custodian or the ECRS in connection 
with such person’s securities account is located in Esto-
nia. A legal person is considered to be “in Estonia” if such 
person has a securities account with a LCSD custodian, or 
with the ECRS, and such person’s legal address recorded 
with that custodian or the ECRS in connection with such 
person’s securities account is located in Estonia, or if it is 
registered in the Estonian Commercial Register.

The Retail Offering is directed 
to all investors in Latvia and Estonia. 

The Offer Price is EUR 6.25 per one Offer Share, of which EUR 0.10 is the nominal value of one Offer Share and EUR 6.15 is the 
issue premium. The Offer Price will be the same in the Institutional Offering, the Private Offering and in the Retail Offering.

The Offering Period is the period during which eligible investors may submit Subscription Undertakings (please see Section 
“Subscription Undertakings” for further details) for the Offer Shares. The Offering Period commences on 16 October 2017 
at 09:00 local time in Latvia and Estonia and terminates on 3 November 2017 at 15:30 local time in Latvia and Estonia.

4.4 OFFER PRICE

4.5 OFFERING PERIOD

4.6 SUBSCRIPTION UNDERTAKINGS

Submitting Subscription Undertakings
The Subscription Undertakings may be submitted 
through any financial institutions who are members of 
Nasdaq Riga and Nasdaq Tallinn Stock Exchanges. As of 
the date hereof, the list of these financial institutions is 
as follows (in alphabetical order):

• ABLV Bank
• Citadele banka
• Credit Suisse Securities (Europe)
• Cresco Väärtpaberid
• Danske Bank
• DNB Bank/DNB Bankas
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• Instinet Europe Limited
• LHV Pank
• Meridian Trade Bank
• Nordea Bank AB (publ)
• Norvik Bank
• Orion Securities
• Rietumu banka
• SEB banka/SEB Bankas/SEB Pank
• Šiauliu Bankas
• Skandinaviska Enskilda Banken
• Swedbank (Sweden) / Swedbank (Estonia) /  

Swedbank (Latvia)

A complete and up to date table can be found at the  
following address:
http://www.nasdaqbaltic.com/market/?pg=members&lang=en. 
In order to be able to subscribe for the Offer Shares, an inves-
tor must have a securities account opened with one of these 
institutions. The treatment of Subscription Undertakings in the 
allocation is not determined on the basis of which institution 
they are made through.

Non-Mandatory Preliminary Applications
To make the process of subscription easier for retail in-
vestors without securities accounts and/or investment 
experience, the Company will make preliminary subscrip-
tion applications available on its website (www.madara-
cosmetics.com), at its office (Zeltiņu iela 131, Mārupe, LV-
2167, Latvia) and in certain retail locations. Each investor 
who fills out a preliminary subscription application at any 
of these locations will receive a unique reference num-
ber. In order to submit a Subscription Undertaking and 
participate in the Offering, these investors will need to 
open a securities account with one of the financial insti-
tutions listed above, and submit the reference number 
issued to them to the same financial institution and fol-
low the guidance of the financial institution in question to 
complete their subscription process by submitting a valid 
Subscription Undertaking. It is important to note that a 
preliminary application on its own does not qualify as an 
eligible Subscription Undertaking.
The preliminary applications are for convenience only, and 
are not a necessary precondition for participating in the 
Offering – any eligible investor may participate in the Of-
fering without completing a preliminary application and 
by instead submitting a Subscription Undertaking directly 
to one of the financial institutions listed above.

Content of and Requirements for Subscription Undertakings
Subscription Undertakings must include inter alia the num-
ber of Offer Shares subscribed for, the Offer Price (per one 
Offer Share and total), and the number of the securities ac-
count of the investor. Forms for Subscription Undertakings 
will be provided by the financial institution through which 

the investor submits the Subscription Undertaking.
Subscription Undertakings may be submitted only during 
the Offering Period, only at the Offer Price, and only in euros. 
If multiple Subscription Undertakings are submitted by one 
investor, they will be merged for the purposes of allocation. 
Each investor must ensure that the information contained 
in the Subscription Undertaking submitted by such inves-
tor is correct, complete and legible. Incomplete, incor-
rect, unclear or illegible Subscription Undertakings, or 
Subscription Undertakings that do not otherwise comply 
with the terms set out in this Prospectus, may be rejected 
at the sole discretion of the Company.
An investor may submit a Subscription Undertaking either 
personally or through a representative whom the investor 
has authorised (in the form required by the local law and 
by the relevant financial institution) to submit the Sub-
scription Undertaking.

Costs and Fees
Investors must bear all costs and fees charged by the respec-
tive financial institution through which they submit their 
Subscription Undertaking. This may include costs and fees for 
the submission, amendment or cancellation of a Subscription 
Undertaking, or for the settlement of the transaction. These 
costs and fees may vary depending on the rules and prices es-
tablished by the particular financial institution.

Submission of Subscription Undertakings through 
Nominee Accounts
An investor may submit a Subscription Undertaking 
through a nominee account only if such an investor au-
thorises the owner of the nominee account to disclose 
the investor’s identity, personal ID number or registra-
tion number, and address to the Company, the Global Lead 
Manager, the LCSD (through its members or correspond-
ents) and the ECRS. Subscription Undertakings submitted 
through nominee accounts without the disclosure of the 
above information will be disregarded. 

Amendment and Cancellation of Subscription Undertakings
Investors have the right to amend or cancel their Sub-
scription Undertakings at any time until the end of the Of-
fering Period. This may result in costs and fees charged by 
the financial institution through which the Subscription 
Undertaking is submitted.

Legal Effect of Subscription Undertakings
By submitting a Subscription Undertaking, every investor:

•  accepts the terms and conditions of the Offering 
set out under this Section and elsewhere in this 
Prospectus and agrees with the Company that 
such terms will be applicable to the investor’s ac-
quisition of any Offer Shares;

•  accepts that the number of the Offer Shares indi-

http://www.nasdaqbaltic.com/market/?pg=members&lang=en
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cated by the investor in the Subscription Undertak-
ing will be regarded as the maximum number of the 
Offer Shares which the investor wishes to acquire 
(the Maximum Amount) and that the investor may 
receive less (but not more) Offer Shares than the 
Maximum Amount subscribed for (please see Sec-
tion “Distribution and Allocation”); 

•  undertakes to acquire and pay for any number of 
the Offer Shares allocated to it/him/her up to the 
Maximum Amount; 

•  authorises and instructs the financial institution 
through which the Subscription Undertaking is 
submitted to arrange the settlement of the trans-
action on its/his/her behalf (taking such steps as 
are legally required to do so) and to forward the 
necessary information to the extent necessary for 
the completion of the transaction;

•  authorises the financial institution through which 
the Subscription Undertaking is submitted, LCSD 
and ECRS to amend the information contained in 
the Subscription Undertaking to (a) specify the val-
ue date of the transaction, (b) specify the number 

of the Offer Shares to be purchased by the investor 
and the total amount of the transaction up to the 
Maximum Amount times the Offer Price; (c) correct 
or clarify obvious mistakes or irregularities in the 
Subscription Undertakings, if any;  

•  acknowledges that the Offering does not constitute 
a sales offer of the Offer Shares, and that the sub-
mission of a Subscription Undertaking does not con-
stitute the acceptance of a sales offer, and therefore 
does not in itself entitle the investor to acquire the 
Offer Shares, nor results in a contract for the sale of 
the Offer Shares between the Company or the Glob-
al Lead Manager and the investor.

No Assignment or Transfer
Rights arising out of this Prospectus in relation to the 
subscription for the Offer Shares (including, without 
limitation, rights arising from any Subscription Under-
taking or any acceptance thereof) are not assignable, 
tradable or transferable in any way and any assigned or 
transferred rights will not be recognised by the Compa-
ny and will not be binding on the Company.

4.8 DISTRIBUTION AND ALLOCATION

4.7 PAYMENT

By submitting a Subscription Undertaking, each inves-
tor authorises and instructs the institution operat-
ing the investor’s cash account connected to its/his/
her securities account (which may or may not also be 
the financial institution through which the Subscrip-
tion Undertaking is being submitted) to immediately 
block the whole transaction amount on the investor’s 
cash account until the settlement is completed or until 

funds are released in accordance with this Prospectus. 
The transaction amount to be blocked will be equal to 
the Offer Price multiplied by the Maximum Amount. An 
investor may submit a Subscription Undertaking only 
when there are sufficient funds on the cash account. If 
blocked funds are insufficient, the Subscription Under-
taking will be deemed null and void to the extent funds 
are insufficient.

The Company together with the Global Lead Manager will 
decide on the allocation of the Offer Shares after the ex-
piry of the Offering Period, on or about 6 November 2017. 
The Offer Shares will be allocated as described below.

Allocation between Retail Offering, Institutional Offer-
ing and Private Offering. When deciding the division of 
Offer Shares between the Retail Offering, the Institutional 

Offering and the Private Offering, the Company, together 
with the Global Lead Manager, will consider mainly:

•  the overall demand for the Offer Shares, 
•  the demand for the Offer Shares in the Retail Of-

fering, and 
•  the variance in the size of orders in the Retail Of-

fering and the distribution of orders of different 
sizes in the Retail Offering. 
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4.9 ALLOCATION TO EMPLOYEES AND SHAREHOLDERS

4.10 SETTLEMENT THROUGH GLOBAL LEAD MANAGER

The non-executive employees of the Group (i.e. per-
sons with a valid employment relationship with any 
company of the Group as at the end of the Offering Pe-
riod) will receive reasonable priority in allocation, up to 
a maximum amount to be determined by the Company 
in consultation with the Global Lead Manager.
The existing shareholders of the Company have waived 
their preferential rights to subscribe for the Offer 
Shares in the course of the Offering. This does not 

restrict their ability to participate in the Retail Offer-
ing on equal terms with all other investors. However, 
the Company and the Global Lead Manager will prefer 
subscriptions from persons other than the Company’s 
shareholders holding over 5% of Shares; in the event of 
oversubscription, such existing shareholders will be al-
located shares last. The Company is not aware whether 
any such existing shareholders intend to participate in 
the Offering.

In order to simplify and expedite the settlement of the 
Offering, the Global Lead Manager will borrow the nec-
essary number of Shares from Mr Uldis Iltners and Ms 
Lote Tisenkopfa-Iltnere (both current shareholders of 
the Company) and will allocate these existing Shares to 
investors in accordance with the allocation rules de-
scribed above.
The proceeds of the Offering will then be passed to the 
Company and used by the Company to increase its share 

capital and issue new Shares to the Global Lead Manag-
er. When such new Shares will be registered, the Global 
Lead Manager will return such new Shares to Mr Iltners 
and Ms Tisenkopfa-Iltnere in accordance with the share 
lending agreement between them.
During the time when the Global Lead Manager will hold 
Shares for the purposes of the Offering, no sharehold-
ers’ meetings will be held by the Company, and no share-
holders’ resolutions adopted.

When deciding this division, the Company, together 
with the Global Lead Manager, will aim to determine 
a proportion between the Retail Offering, the Institu-
tional Offering and the Private Offering which gives 
reasonable preference to retail investors and which 
can be expected to contribute to a more stable and fa-
vourable development of the price of the Shares in the 
secondary market.
Having established the division of Offer Shares between 
the Retail Offering, the Institutional Offering and the 
Private Offering, the Company, together with the Global 
Lead Manager, will allocate Offer Shares to the partici-
pants of the Institutional Offering and the Private Offer-
ing on a fully discretionary basis.
In the Retail Offering, Offer Shares will be allocated by 
the Company together with the Global Lead Manager 
as follows:

•  under equal circumstances, all investors in the 
Retail Offering shall be treated equally;

•  depending on the number of investors partici-

pating in the Retail Offering and the number of 
Offer Shares subscribed for by individual inves-
tors, minimum and maximum number of the Of-
fer Shares to be allocated to one investor may be 
established;

•  the allocation shall be aimed to create a solid and 
reliable investor base for the Company.

If the Offering is oversubscribed, the number of the Of-
fer Shares will not be increased (except for the amount 
of the over-allotment option, if exercised). If the Offer-
ing is undersubscribed, the Company may reduce the 
number of the Offer Shares accordingly, or cancel the 
Offering as described in Section “Cancellation of Offer-
ing” below.
The Company expects to announce the results of the 
allocation process through the information system of 
the Nasdaq Riga Stock Exchange and the Company’s 
website (www.madaracosmetics.com) on or about  
6 November 2017.
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4.12 RETURN OF FUNDS

4.13 CANCELLATION OF OFFERING

If the Offering or a part thereof is cancelled, if the investor’s Subscription Undertaking is rejected or if the alloca-
tion is less than the amount of the Offer Shares applied for, the funds blocked on the investor’s cash account (or the 
excess part thereof) will be released by the respective financial institution on or about 9 November 2017. Regardless 
of the reason for which funds are released, the Company shall never be liable for the release of the respective funds 
and for the payment of interest on the released funds for the time they were blocked (if any).

The Company has the right to cancel the Offering in full or in part in its sole discretion, at any time until the end of the Of-
fering Period. In particular, the Company may decide to cancel the Offering in the part not subscribed for. Any cancellation 
of the Offering will be announced through the information system of the Nasdaq Riga Stock Exchange and through the 
Company’s website (www.madaracosmetics.com). All rights and obligations of the parties in relation to the cancelled part 
of the Offering will be considered terminated as of the moment when such announcement is made public.

4.11 SETTLEMENT AND TRADING

The settlement of the Offering will be carried out by 
the LCSD. The Offer Shares allocated to investors will be 
transferred to their securities accounts from the securi-
ties account of the Global Lead Manager on or about 9 
November 2017 through the “delivery versus payment” 
method simultaneously with the transfer of payment 
for such Offer Shares on the third day after the submis-
sion of the relevant transaction orders (T+3), in accord-
ance with the rules of Nasdaq CSD. The title to the Offer 
Shares will pass to the relevant investors when the Offer 
Shares are transferred to their securities accounts.
If an investor has submitted several Subscription Under-
takings through several securities accounts, the Offer 
Shares allocated to such investor will be transferred to 
all such securities accounts proportionally to the num-
ber of shares indicated in the Subscription Undertakings 

submitted for each account, rounded up or down as 
necessary.
The Offer Shares omitted from the first settlement (if 
any) shall be reallocated rather than cancelled, the man-
ner for such reallocation to be decided jointly by the 
Company and the Global Lead Manager. 
The Offer Shares received by the investors may not be 
transferred or sold further until the date of admission of 
the Shares to trading on First North. To ensure compliance 
with this condition, the operators of the investors’ securi-
ties accounts will block the Offer Shares on the securities 
accounts of the respective investors until then.
Trading with the Offer Shares is expected to commence 
on First North on or about 10 November 2017. For further 
information on the admission to trading on First North, 
please see Section “Admission to Trading on First North”.
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4.14 LOCK-UP

4.15 DILUTION

4.16 TAXATION

Prior to the commencement of trading in Shares, the Global 
Lead Manager and the key existing Shareholders (i.e. Uldis Il-
tners, Lote Tisenkopfa-Iltnere, SIA Sustainable Investments 
and Zane Tamane, together holding 87.59% of all Shares) will 
enter into a lock up agreement according to which, without 
the prior written consent of the Global Lead Manager, these 
Shareholders will not offer, sell, contract to sell, or other-
wise dispose of any Shares or any equivalent instruments 
within the first 360 days from the date on which trading in 
Shares commences on First North. Under the lock-up agree-

ment, the Global Lead Manager will not be entitled to unrea-
sonably withhold its consent, provided that the proposed 
new owner of the relevant Shares executes or commits to 
execute a lock-up agreement on similar terms.
In addition, Shares that have or will be acquired by the Com-
pany’s employees prior to the settlement of the Offering (a 
total of 15,000 Shares), as further detailed in Section “Em-
ployees and Labour Relations” will be subject to a lock-up 
of 180 days from the date on which trading in Shares com-
mences on First North.

As at the date of this Prospectus, the number of the 
Shares of the Company is 3,214,800. The number of 
the Offer Shares is up to 530,442 (including the over-
allotment option). Therefore, the number of the Shares 
of the Company after the successful registration of the 
increase of the share capital of the Company will be up 
to 3,745,242, provided, however, that the number of 

the Offer Shares is not changed in accordance with the 
terms and conditions described in Section “Cancellation 
of Offering”. Therefore, the shareholdings in the Com-
pany existing immediately prior to the Offering will be 
diluted by up to 14.2% as a result of the Offering, unless 
a Shareholder subscribes for and is allocated additional 
Shares in the course of the Offering.

Latvia taxes income arising from shareholdings (income 
from dividends) and from share sales (capital gains). This 
Section is meant to give an overview of taxes on the 
income from the Shares, primarily those withheld at 
source. The below summary is in no way exhaustive and 
is not meant to constitute professional advice to any 
person. In order to establish particular tax consequenc-
es of the Offering or of the ownership of the Shares, 
each individual investor is strongly encouraged to seek 
specialist assistance.

Residents and Non-Residents
For the purpose of this summary, shareholders are classi-
fied as residents or non-residents. 
A private person is typically considered a Latvian resident, if: 

• the declared place of residence of such person  
is Latvia; or 

• such person stays in Latvia for 183 days or longer 
during any 12-month period beginning or ending in 
a taxation year; or 

• such person is a Latvian citizen who is employed in 
a foreign country by the government of Latvia,

 except when such person is considered a resident of 
another country under the applicable double taxa-
tion treaty. If a double taxation treaty classifies a 
private person simultaneously as a tax resident of 
both countries party to the treaty, further analysis 
is needed to establish tax residence. Private persons 
not meeting the above criteria are non-residents.

A legal person is a Latvian resident primarily if it is estab-
lished and registered in Latvia and under Latvian law. Oth-
er legal persons are typically non-residents, though they 
may be taxed in Latvia in certain circumstances.
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Taxation of Dividend Income
Dividends paid by the Company to resident and non-
resident private persons will be subject to withholding 
personal income tax at the rate of 10%. The tax rate is in-
creased to 15% for private persons who are resident in a 
low-tax or no-tax territory, as defined under Latvian law. 
In addition to the Latvian withholding tax, non-resident 
private persons may be taxed in their country of residence, 
and are advised to seek professional advice on the appli-
cable tax rules. If a double taxation treaty applies, non-
resident private persons may benefit from a tax credit or a 
tax exemption in their country of residence. 
Dividends paid by the Company to legal entities (both resi-
dent and non-resident) are exempt from withholding tax 
in Latvia, except where the beneficiary is located or es-
tablished in a country or territory recognised as a low-tax 
or no-tax territory under Latvian law. In the latter case, a 
withholding income tax of 15% will apply. 
A list of low-tax or no-tax states or territories may be found 
in the Latvian Cabinet Regulation No. 276 of 26 June 2001, 
as amended and as subject to certain exceptions.
The above rates applicable to dividends are valid only for 
the distribution of profits gained until 31 December 2017. 
As of 1 January 2018, all dividends (whether paid to private 
individuals or legal entities, resident or non-resident) will 
be subject to tax at the rate of 20%. 
The Company does not assume responsibility for any 
withholding of taxes on dividends.

Taxation of Income from Capital Gains
Capital gains (i.e. the difference between the acquisition 

price and the disposal price of the shares) are not subject 
to taxes withheld at source in Latvia. 
Resident private persons are liable for income tax of 15% 
(as of 1 January 2018, the applicable tax rate will be 20%) on 
capital gains, and must themselves declare and pay this tax.
Resident legal persons are not liable for income tax on 
capital gains, regardless of the percentage of their hold-
ing in the share capital, and regardless of the holding 
period. However, if the sale results in a loss, the amount 
of such loss is not deductible for Latvian corporate in-
come tax purposes. Likewise, expenses related to the 
purchase, holding or disposal of shares are not tax-de-
ductible. However, as of 1 January 2018 the above will 
no longer be the case and resident legal persons will 
have to include income from alienation of shares in their 
taxable base (subject to corporate income tax at the rate 
of 20%) unless specific conditions are met.
For non-resident private and legal persons, no capital 
gain tax (in case of sale of shares) is payable in Latvia, 
provided that in the taxation year when the shares are 
alienated or in the preceding year, the value of real es-
tate located in Latvia and owned by the company di-
rectly or through participation in other companies (if 
any) was less than 50% of the total value of the assets of 
that company. Otherwise, a tax of 2% (3% as of 1 January 
2018) will be withheld from the total value of the trans-
action and paid to the budget.
Non-resident private and legal persons might be liable 
for tax in the country of their residence.
The Company does not assume responsibility for any 
withholding of taxes on capital gains.



5 REASONS FOR THE OFFERING  
AND USE OF PROCEEDS

Provided that the Offering is successful and 
that all the Offer Shares (altogether 530,442 
Shares, assuming the over-allotment option 
will be exercised) are subscribed for and issued 
by the Company, the expected amount of gross 
proceeds of the Offering is up to EUR 3.3 mil-
lion. Expenses directly related to the Offering 
are estimated to be approximately EUR 0.3 mil-
lion. Therefore, the net proceeds of the Offer-
ing are expected to be EUR 3 million.
The Company intends to use the net proceeds 
of the Offering primarily to finance the ex-
pansion of its sales operations, both domes-
tically and internationally. This expansion 
will focus mainly on e-commerce, and will 
include both existing and new markets. The 
Management believes that international sales 
will be greatly aided by local presence, which 
will take the form of country-specific and/or 
highly localised e-commerce platforms, na-
tive language customer support and other 
similar measures. Depending on the relative 
market size and on customer feedback, local 
representative offices may also be opened, as 
is currently the case for Germany. 
The Company is already investing into local 
sales channels, which are in varying stages 
of development. The proceeds of the Of-
fering will help finance these investments, 
which will include IT development works for 
both new and existing systems, marketing, 
and costs involved in expanding the customer 
service network. These investments will be 
made gradually over the course of an approxi-
mately three-year period, and the proceeds of 
the Offering will create the necessary capital 
reserve to draw on when necessary.
In addition to the above, the Company does not 
rule out that proceeds of the Offering could be 
used for potential acquisitions. Although there 
are presently no clear potential targets identi-
fied for acquisition, the sector contains many 
small companies which, if acquired, may of-
fer strategic advantages and synergies to the 
Group to prove a viable alternative to, or to 
supplement, the strategy of organic growth.

39



40

6 DIVIDENDS AND DIVIDEND POLICY

The Offer Shares will give rights to dividends declared by 
the Company (if any) for the financial year beginning on 
1 January 2017 and for subsequent financial years. The 
Company cannot promise that dividends will be paid in 
the future. The declaration and payment by the Com-
pany of any future dividends and the amount thereof 
will depend on the results of the Group’s operations, its 

financial condition, cash requirements, future prospects 
and other aspects. It will ultimately be decided by the 
majority of the General Meeting.
That said, over the past five years, the Company has reg-
ularly paid dividends to its shareholders. During the last 
financial years, until the date of the Prospectus, divi-
dends have been paid as follows:

*In July 2017, the General Meeting decided to pay dividends in the 
amount of TEUR 200 on account of the profit earned in 2016. Out of this,  
TEUR 100 has been paid out by the date hereof. The remaining TEUR 100 
will be paid out gradually until 30 June 2018. The investors participating 
in the Offering will not be entitled to these dividends.

In the future, the Management expects to be able to reg-
ularly distribute up to 25% of the Company’s profit to its 
shareholders; however, as of the date of this Prospectus, 

2017 2016 2015 

Total amount of dividend paid (in EUR) 100,000* 120,000 45,000

Number of Shares at payment date 1,066,600 3,809 3,809

Dividend amount per Share (in EUR) 0.0938 31.5043 11.8141

Adjusted number of Shares 3,214,800 3,214,800 3,214,800

Adjusted dividend amount per Share (in EUR) 0.0311 0.0373 0.0140

there is no formal dividend policy in place, nor is it expect-
ed to be formally adopted in the future. The Company is 
under no obligation to pay regular dividends, and no rep-
resentation can be made in this regard.
In accordance with the terms of the financing agreements 
entered into with AS Swedbank (as further described 
in section “Material Agreements”), prior approval of AS 
Swedbank is required for the payment of dividends by the 

Company. As of the 
date of this Prospec-
tus, the Articles of 
Association do not 
contain any restric-
tion on the payment 
of dividends. For 
general information 
on dividends under 
the Latvian law, and 
on possible restric-
tions, please see 
Section “Rights of 
Shareholders”.
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The contact details of the Company are the following:  
Zeltiņu iela 131, Mārupe, LV-2167, Latvia,  

phone +371 66154800,  
e-mail: info@madaracosmetics.lv,  

website: www.madaracosmetics.com.

7.1 GENERAL CORPORATE INFORMATION

7 GENERAL CORPORATE INFORMATION 
AND ARTICLES OF ASSOCIATION

The business name of the Company is AS “MADARA Cos-
metics”. The Company was registered in the Latvian En-
terprise Register on 28 July 2006 with registration num-
ber 40003844254. The Company is established under the 
laws of the Republic of Latvia. It was established in the 
form of a limited liability company (former business name 

SIA “MADARA Cosmetics”) and was reorganised into a joint 
stock company in January 2017. The Company is estab-
lished for an indefinite term. The Company is the parent 
company of the Group. The registered field of activity of 
the Company is “manufacturing of perfumes and toilet 
preparations” (20.42, NACE Rev. 2).

7.2 ARTICLES OF ASSOCIATION

The latest version of the Articles of Association of the 
Company was adopted by a resolution of the General 
Meeting dated 14 August 2017. The main terms of the Ar-
ticles of Association of the Company are the following:

• The share capital of the Company is EUR 321,480.
• The Company has only one type of shares. The nomi-

nal value of one Share of the Company is EUR 0.10 and 
each Share grants one vote at the General Meeting.

• The Management Board has the authority for a pe-
riod of up to five years to increase the share capi-
tal for the amount not exceeding 30% of the share 
capital of the Company.

• The General Meeting is capable of passing resolu-
tions if more than 50% of the votes represented by 
all Shares held by the Shareholders are present at 
the meeting.

• As a rule, resolutions of the General Meeting re-
quire the affirmative vote of the majority of the 
votes represented at the meeting. Certain resolu-
tions, such as e.g. amending the Articles of Associa-
tion, increasing or decreasing the share capital, liq-

uidation, termination of activities, reorganisation, 
election and removal of Supervisory Board mem-
bers, etc., require the affirmative vote of more than 
3/4 of the votes represented at the meeting.

• The Supervisory Board comprises of five members.
• The Management Board comprises of three members. 

Each member of the Management Board has sole rep-
resentation rights with respect to the Company.

• The Management Board requires the consent of 
the Supervisory Board for certain transactions of 
major importance.

• There are no provisions in the Articles of Association 
that would have an effect of delaying, deferring or 
preventing a change in control of the Company.

• There are no provisions in the Articles of Associa-
tion requiring the disclosure of shareholdings over 
a certain threshold.

• There are no provisions in the Articles of Association 
governing changes in the share capital of the Com-
pany that are more stringent than the applicable law.

• The financial year of the Company is the calendar year.
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8 SHARE CAPITAL, SHARES  
AND OWNERSHIP STRUCTURE

The current registered share capital of the Company is EUR 
321,480, which is divided into 3,214,800 bearer shares (the 
Shares) with the nominal value of EUR 0.10 each. The share 
capital has been fully paid up. The Shares are registered with 
the Latvian central securities depository (LCSD) under ISIN 
LV0000101624 and are kept in book-entry form. No share 
certificates have or may be issued.

The Shares are dematerialised bearer shares with no 
restrictions on transferability. The Shares are governed by 
the laws of Latvia. All the Shares are of one class and rank pari 
passu with each other. All the Shares carry equal voting rights.
During the period covered by the Financial Statements and 
the Interim Financial Statements, the share capital of the 
Company has evolved as follows:

Date of Registration Share Capital  
prior to Change Change Share Capital  

after Change Reason for Change

11 January 2017

EUR 106,652 
(divided into  
3,809 shares  

with the nominal 
value of  

EUR 28 each)

Number and 
nominal value 
of shares were 

changed;  
no change in  
share capital

EUR 106,652  
(divided into 

1,066,520 shares 
with the nominal 

value of  
EUR 0.10 each)

Reorganisation  
of the Company 
from a limited 

liability company 
into a joint stock 

company

18 April 2017

EUR 106,652  
(divided into 

1,066,520 shares 
with the nominal 

value of  
EUR 0.10 each)

Capital was 
increased by  

EUR 8 (80 shares)

EUR 106,660  
(divided into 

1,066,600 shares 
with the nominal 

value of  
EUR 0.10 each)

Ensuring that each 
Shareholder holds  
an integer number  

of shares

14 August 2017

EUR 106,660  
(divided into 

1,066,600 shares 
with the nominal 

value of  
EUR 0.10 each)

Capital was 
increased by  

EUR 214,820 by  
way of a bonus issue 

(2,148,200 shares)

EUR 321,480  
(divided into 

3,214,800 shares 
with the nominal 

value of  
EUR 0.10 each)

Converting retained 
earnings to share 

capital and ensuring 
smaller value per 
share to facilitate 

trading; issuing 
15,000 shares to be 
sold to employees 

prior to the Offering

In addition to the above, the Company has the following 
obligations regarding authorised but unissued capital:

• In accordance with the settlement arrangement 
agreed with the Global Lead Manager and the 
authorisation of the General Meeting held on 14 
August 2017, the Management Board will increase 
the share capital of the Company after the Offering 
and issue new Shares to the Global Lead Manager 
in the amount equal to the number of Offer Shares 
transferred to investors, i.e. up to 530,442 shares. 

• In accordance with the personnel share option 
programme approved by the General Meeting on 14 
August 2017, the Management Board may increase the 
share capital of the Company by up to EUR 2,560 and 
issue up to 25,600 Shares to the holders of personnel 
share options. For the purposes of the personnel share 
option program, the share capital of the Company 
was conditionally increased by EUR 2,560. For further 
information on the personnel share option program, 
please see Section “Personnel Share Options”.
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8.2 MAJOR SHAREHOLDERS

As at the date of this Prospectus, the Shareholders holding 
over 5% of all Shares in the Company are the following: 

Name of Shareholder Number of Shares Proportion

Mr Uldis Iltners 895,944 27.87%

Ms Lote Tisenkopfa-Iltnere 895,944 27.87%

SIA Sustainable Investments (a company under the control of Linda Kesenfelde) 639,960 19.91%

Ms Zane Tamane 383,976 11.94%

Ms Liene Drāzniece 255,984 7.96%

Mr Iltners and Ms Tisenkopfa-Iltnere are spouses and ex-
ercise their voting rights jointly. With the combined own-
ership stake in the Company exceeding 50%, these two 
shareholders jointly control the Company, being able to 
exercise a significant degree of influence over the Com-
pany. The risk of abuse of this control is mitigated by the 
fact that the most important decisions of the General 
Meeting require the affirmative vote of more than 3/4 of 
the votes represented at the meeting. However, consid-
ering that up to 530,442 Offer Shares (including the over-
allotment option) will be issued in the course of the Of-
fering, Mr Iltners and Ms Tisenkopfa-Iltnere may lose their 
majority in the Company, provided that the Offering is 
successful and that Mr Iltners and Ms Tisenkopfa-Iltnere 

do not subscribe for the Offer Shares in an amount suf-
ficient to retain the majority. Even if they lose their ma-
jority, their votes will continue to represent a significant 
share of the share capital, and they may therefore effec-
tively remain in control. The Management is as at the date 
of this Prospectus not aware of any other arrangements 
or circumstances which may at a subsequent date result 
in a change of control over the Company. 
The Management is as at the date of this Prospectus not 
aware of any agreements executed between the Sharehold-
ers in respect of their shareholdings in the Company, except 
for the lock-up agreements referred to in Section “Lock-up”.
The major shareholders in the Company do not have vot-
ing rights different from those of all other shareholders.

8.3 RIGHTS OF SHAREHOLDERS

This Section aims to provide a general overview of the most 
important rights of the Shareholders arising from the Arti-
cles of Association and the Latvian law. This overview is not 
meant to be exhaustive and does not purport to cover all 
possible legal considerations involved in owning the Shares.

Right to Participate in Corporate Governance. The Share-
holders of the Company are entitled to take part in the cor-
porate governance of the Company through the General 
Meeting, where they can exercise their powers to decide on 
certain important corporate matters, such as the amend-
ment of the Articles of Association, the increase and de-
crease of the share capital, issuing convertible bonds, the 
election and removal of the members of the Supervisory 
Board and the auditor, the approval of annual reports and 

the distribution of profit, the termination, continuation, 
suspension or renewal of the activities of the Company and 
the reorganisation or liquidation of the Company, as well as 
certain other matters. The General Meeting is the highest 
governing body of the Company.

Ordinary General Meeting. The ordinary General Meeting 
must be held once a year pursuant to the procedure and 
at the time set forth by the law and the Articles of Asso-
ciation. The ordinary General Meeting adopts resolutions 
on the annual report, on the reports of the Management 
Board and the Supervisory Board and on the use of the 
profit from the previous accounting year, as well as on 
other issues included in its agenda.
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Extraordinary General Meeting. An extraordinary General 
Meeting may be convened when considered necessary by 
the Management Board, and further must be convened: (i) if 
the accumulated losses of the Company exceed half of the 
equity capital of the Company or if the Company has limited 
solvency, or there are signs of insolvency, or (ii) if the Share-
holders representing at least 1/20 of the share capital of the 
Company, or the Supervisory Board or the auditor request 
that a meeting be convened. The Articles of Association of the 
Company do not include any deviation from the applicable 
law with respect to when the General Meeting needs to be 
convened. If the Management Board fails to convene the ex-
traordinary General Meeting within two weeks after the re-
ceipt of the relevant request from the Shareholders (or from 
the Supervisory Board or from the auditor), the Supervisory 
Board must convene the meeting. If the meeting requested 
by the auditor or by the Shareholders has not taken place 
within three months after the day when the relevant request 
was received, the meeting will be convened by the Latvian 
Enterprise Register. Similar rules apply if the Management 
Board fails to convene the ordinary General Meeting.

Notice of General Meeting. The notice of an upcoming Gen-
eral Meeting must be published and disclosed to the Share-
holders 30 days in advance. The notice must be published in 
at least one newspaper and (after admission to trading on 
First North) through the information system of the Nas-
daq Riga Stock Exchange. If provisions of the law or of the 
Articles of Association are violated with regard to the con-
vening of the General Meeting or to the announcement of 
information associated with it, a court may declare the de-
cisions taken by the General Meeting void, if a respective ac-
tion is filed. However, if all the Shares are represented at the 
meeting, the meeting will be deemed to have the capacity 
to act irrespective of the time and manner in which it was 
convened, and the place where it occurs.

Agenda. The General Meeting may take decisions only 
on those issues of the agenda which are indicated in the 
notice convening the meeting, or have been announced 
to the Shareholders later in accordance with the law, 
except for a few issues set out in the law that may be 
decided on even if not included in the agenda (e.g. con-
vening a new meeting). Furthermore, the issues not in-
cluded in the agenda may be discussed at the General 
Meeting if all the Shares are represented at the meeting 
and all the Shareholders with voting rights unanimously 
agree to that. The issues to be included in the agenda of 
the General Meeting are determined by the persons or 
the institution which initiated the meeting, i.e. usually 
by the Management Board. Additionally, the Sharehold-
ers representing at least 1/20 of the share capital of the 
Company are entitled to demand the inclusion of addi-
tional items in the agenda.

Quorum. According to the Articles of Association, the 
General Meeting is capable of passing resolutions if 
more than 50% of the votes represented by all Shares 
are represented at the meeting. If this quorum require-
ment is not met, a new meeting with the same agenda 
is convened within one month after the initial meeting. 
There are no quorum requirements for the reconvened 
General Meetings.

Voting Rights. The Shareholders may participate in the Gen-
eral Meeting either in person or through a representative. 
Only those Shareholders are eligible to attend and vote at 
the General Meeting who were entered in the list of Share-
holders as of the close of business on the date falling six 
business days before the meeting. Each fully paid up Share, 
including the Offer Shares, grants the Shareholder one vote 
at the General Meeting.

Resolutions of General Meeting. As a rule, resolutions of the 
General Meeting require the affirmative vote of the majority 
of the votes represented at the meeting. Certain resolutions, 
such as e.g. amending the Articles of Association, increasing 
or decreasing the share capital, liquidation, termination of ac-
tivities, reorganisation, election and removal of Supervisory 
Board members, etc., require the affirmative vote of more 
than 3/4 of the votes represented at the meeting.

Right to Information. The Shareholders may obtain in-
formation on the Company through reports issued by the 
Company and at General Meetings. With respect to a Gen-
eral Meeting, the Shareholders may request information on 
items included in the agenda of the meeting. The Manage-
ment Board may refuse issuing information if it is seen as 
creating a risk of losses to the Company, or if information 
may not be disclosed pursuant to the law.

Right to Dividends. All the Shareholders of the Company 
have the right to participate in the distribution of the profit 
of the Company and have the right to receive dividends pro-
portionally to their shareholding in the Company. Dividends 
may be calculated and paid in respect of fully paid up Shares 
only and a Shareholder may participate in the distribution of 
profit from the date of payment for the Shares.
Resolving the distribution of profit and the payment of 
dividends is in the competence of the General Meet-
ing. The resolution on the distribution of profit and the 
payment of dividends is adopted on the basis of the ap-
proved annual report for the preceding financial year, 
whereas the Management Board is responsible for mak-
ing a proposal for the distribution of profit and the pay-
ment of dividends, and the proposal of the Management 
Board is in turn subject to a review by the Supervisory 
Board. The Supervisory Board is entitled to make amend-
ments to the proposal. The shareholders are not bound 
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by the proposal of the Management Board or the opinion 
of the Supervisory Board, and may decide to declare (or 
not to declare) dividends differently than is suggested 
by these bodies. Dividends are payable only in cash. Divi-
dends which have not been drawn within 10 years revert 
to the ownership of the company, unless stated other-
wise in the law. Dividends may not be declared or paid 
if the annual report of the Company (or, with respect to 
interim dividends based on interim financial statements, 
the interim report) shows that the Company’s equity is 
less than the total amount of the share capital.  

Right to Liquidation Quota. Upon the liquidation of 
the Company, the Shareholders are entitled to liquida-
tion quota proportionally to their existing shareholding, 
in the instances and in accordance with the procedure 
specified in the law.

8.4 SHAREHOLDER BENEFITS PROGRAMME

8.5 PERSONNEL SHARE OPTIONS

The Company is currently developing a shareholder 
benefits programme. Therefore, if and when such pro-
gramme will be adopted, in addition to the standard 
rights associated with being a shareholder, sharehold-

ers would gain the exclusive opportunity to participate 
in special offers with regard to product purchases, be 
involved in product development, and enjoy other ben-
efits made available to shareholders only

On 14 August 2017, the General Meeting resolved to ap-
prove a share option programme for the Company’s per-
sonnel. The main purpose of the share option programme 
is to motivate the Company’s personnel and strengthen 
the ties between the Company and its staff. For the pur-
poses of the personnel share option programme, the 
share capital of the Company was conditionally increased 
by EUR 2,560. This will constitute 0.7% of the Company’s 
share capital on a fully diluted basis, provided that all Of-
fer Shares (including the over-allotment option) are issued. 
Options may be granted by the Company in its sole discre-
tion, and will entitle to the recipient to acquire Shares in 
the Company for free, provided that the option is held for 
a period of not less than 3 years. Shares issued pursuant to 
the personnel options will not be paid for in cash and will 
be issued on account of retained earnings.

Priority Right to Purchase Newly Issued Shares. The exist-
ing Shareholders of the Company have the priority right to 
acquire any newly issued Shares proportionally to their ex-
isting shareholding. This priority right may be excluded by a 
majority of 75% of all votes present at the General Meeting. 

Priority Right to Convertible Bonds. If convertible bonds 
are issued, the Shareholders have the priority right to ac-
quire such bonds.

Sell-out Rights. . If a person owns, directly or indirectly, 
Shares in the Company representing 90% or more of the 
Company’s share capital, each of the remaining minority 
Shareholders may require that such person purchases their 
Shares. The price is determined by the majority shareholder 
in accordance with certain rules set out in the law, or by the 
court in case of a dispute.
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Role and Duties. The Management Board of the Company 
is the executive body of the Company that is responsible 
for the day-to-day management of the Company’s opera-
tions, the administration of the Company’s property, the 
representation of the Company, and organising its ac-
counting. The Management Board also drafts annual re-
ports and submit these reports to the Supervisory Board 
for review and to the General Meeting for approval. 
The Management Board must submit a report on the activi-
ties and financial position of the Company to the Superviso-
ry Board at least once every quarter, and once a year to the 
General Meeting. It also must notify the Supervisory Board 
without delay if the financial condition of the Company de-
teriorates, or if other significant developments occur. If 
the accumulated losses of the Company exceed half of the 
share capital of the Company or if the Company’s solvency is 
threatened, the Management Board must notify the Supervi-
sory Board and convene a General Meeting. 
The Management Board needs the consent of the Super-
visory Board to decide on issues of major importance. In 
addition to issues set forth by the law, consent from the 
Supervisory Board is required for:

• any transactions with the value exceeding TEUR 
300 per financial year;

• certain other transactions (such as disposal of 
assets) with the value exceeding TEUR 300;

• transactions with shares or providing guaran-

tees or collateral for third party liabilities, irre-
spective of value;

• certain transactions involving exclusivity rights, 
or transactions aimed at the reorganisation of 
the Company.

The absence of a consent from the Supervisory Board does 
not render the respective transaction void, but may bring 
along the liability of the members of the Management 
Board if the transaction is detrimental to the Company.

Organisation and Members of Management Board. Ac-
cording to the Articles of Association, the Management 
Board comprises of three members who are appointed by 
the Supervisory Board for a term of five years. The Super-
visory Board appoints one member of the Management 
Board to be the chairman of the Management Board who 
is responsible for organising the activities of the Man-
agement Board. Any member of the Management Board 
may be recalled by the Supervisory Board for compelling 
reasons, such as a breach of duties or loss of trust by the 
shareholders. Each member of the Management Board 
may represent the Company alone. A meeting of the 
Management Board has quorum if more than half of the 
members of the Management Board participate, and reso-
lutions of the Management Board are adopted by simple 
majority of those present.

9.1 MANAGEMENT STRUCTURE

9 MANAGEMENT

The operational management of the Company is structured as a 
two-tier system comprising of the Management Board and the 
Supervisory Board. The Management Board is responsible for the 
day-to-day management of the Company’s operations and is 
authorised to represent the Company based on the law and the 
Articles of Association. The Supervisory Board of the Company is 
the supervisory body of the Company representing the interests 
of the Shareholders between General Meetings and exercising 
oversight over the activities of the Management Board.

In the opinion of the Management, no persons other than the 
members of the Management Board and the Supervisory Board 
are relevant to establishing that the Group has the appropriate 
expertise and experience for the management of its business. 
The Group’s management is hands-on and participates in all as-
pects of the day-to-day work of the Company.
The address of operations of the Management Board and the 
Supervisory Board is the registered address of the Company – 
Zeltiņu iela 131, Mārupe, LV-2167, Latvia.  
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As of the date of the Prospectus, 
the members of the Management Board are:

Name Function Appointment Date Expiration Date  
of Term of Office

Ms Lote Tisenkopfa-Iltnere
Chairman of Management 
Board (on maternity leave) 

23 September 2016  
(Date of first appointment: 

28 July 2006)
23 September 2021

Mr Uldis Iltners
Member of Management 
Board; Acting Chairman  

of the Management Board

23 September 2016  
(Date of first appointment: 

24 September 2007)
23 September 2021

Ms Paula Tisenkopfa
Member of  

Management Board
14 August 2017 14 August 2022

Lote Tisenkopfa-Iltnere. Ms Tisenkopfa-Iltnere, born in 
1982, is the Chairman of the Company’s Management 
Board, currently substituted by Acting Chairman Mr Uldis 
Iltners, while on maternity leave. Ms Tisenkopfa-Iltnere 
graduated from the University of Latvia in 2005 with a 
bachelor’s degree in Asian studies, where she mastered 
Asian culture, business and Japanese language. She co-
founded the Group with Mr Iltners in 2006. In 2009, Ms. 
Tisenkopfa-Iltnere completed the Swedish Institute Man-
agement programme of leadership and corporate social 
responsibility practices. From 2016, she works as a volun-
teer for MARTA Center, an NGO that works with issues and 
victims of domestic violence and human trafficking. Apart 
from her volunteer work, she does not hold any positions 
or perform any activities outside the Group that are sig-
nificant with respect to the Group. She is a board member 
in SIA Wolf Candles. Ms Tisenkopfa-Iltnere is the wife of Mr 
Iltners and a sister of Ms Paula Tisenkopfa. 

Uldis Iltners. Mr Iltners, born in 1983, is a member of the 
Company’s Management Board and the Acting Chairman of 
the Managing Board while Ms Tisenkopfa-Iltnere, his wife, is 
on maternity leave. He is the Chief Executive Officer of the 
Group. Mr Iltners graduated from the BA School of Business 
and Finance in 2003 with a bachelor’s degree in business 
management and leadership. Before co-founding the Group 
in 2006, he worked as a private entrepreneur, for instance as 
CEO and analyst at an IT consulting firm providing computer 
simulation assisted production controlling and optimisation 
for manufacturing companies. He does not hold any posi-
tions or perform any activities outside the Group that are 
significant with respect to the Group. He is a board member 
of SIA Wolf Candles, SIA “MC Properties” and SIA Kalvi. 

Paula Tisenkopfa. Ms Tisenkopfa, born in 1988, is a 
member of the Company’s Management Board. Ms Ti-
senkopfa is continuing her studies at the University of 
Latvia pursuant to a Bachelor’s programme in Philoso-
phy. Ms Tisenkopfa co-founded the Group in 2006, and 
since then she has been actively involved in sales and 
export expansion, as well as in the areas of product and 
brand development. Currently, Ms Tisenkopfa’s main ar-
eas of responsibility are human resources and matters 
of corporate governance. She does not hold any posi-
tions or perform any activities outside the Group that 
are significant with respect to the Group. She is a board 
member in the Baltic Studies Center foundation. Ms Ti-
senkopfa is the sister of Ms Lote Tisenkopfa-Iltnere.

The business address for all of the Group’s Manage-
ment Board members is that of the Company’s head of-
fice, i.e. Zeltiņu iela 131, Mārupe, LV-2167, Latvia. None 
of the above officers have any potential conflicts of 
interest between their duties towards the Group and 
their private interests or other duties, with the excep-
tion of those described in Section “Related Party Trans-
actions”. None of the above officers have been convict-
ed of any fraudulent offences or have been involved in 
any bankruptcies, receiverships or liquidations; none of 
them have been subject to any official incriminations 
or sanctions by statutory or regulatory authorities (in-
cluding designated professional bodies) nor have they 
ever been disqualified by a court from acting as a mem-
ber of the administrative, management or supervisory 
body of a company, or from acting in the management 
or conduct of the affairs of any company.
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Name Function Appointment Date Expiration Date  
of Term of Office

Ms Zane Tamane
Chairman  

of Supervisory Board 

14 August 2017 
(Date of first appointment: 

23 September 2016)
14 August 2022

Ms Liene Drāzniece
Deputy chairman  

of Supervisory Board

14 August 2017 
 (Date of first appointment: 

23 September 2016)
14 August 2022

Ms Anna Ramata-Stunda
Member  

of Supervisory Board
14 August 2017 14 August 2022

Ms Anna Andersone
Member  

of Supervisory Board
14 August 2017 14 August 2022

Ms Solvita Kurtiša
Member  

of Supervisory Board
14 August 2017 14 August 2022

9.3 SUPERVISORY BOARD

Role and Duties. The Supervisory Board of the Company rep-
resents the interests of the Shareholders and oversees the 
activities of the Management Board within the scope speci-
fied in the law and in the Articles of Association. Inter alia, the 
Supervisory Board (1) reviews annual accounts of the Com-
pany and the proposals of the Management Board for the 
distribution of profit, and draws up a report on its findings; (2) 
reviews in advance the issues that are included in the agenda 
of General Meetings and provides its opinions on such issues; 
(3) monitors the business of the Company for compliance 
with the law, the Articles of Association and the resolutions 
of the General Meeting; (4) elects and revokes the authorities 
of the members of the Management Board and continuously 
supervises the activities of the Management Board; and (5) 
approves certain transactions. The Supervisory Board does 
not have the right to decide issues which are within the com-
petence of the Management Board.

Organisation and Members of the Supervisory Board.
According to the Articles of Association, the Supervisory 
Board consists of five members who are appointed by the 
General Meeting for a period of five years. A member of 
the Supervisory Board may be recalled at any time by a de-
cision of the General Meeting.
The members of the Supervisory Board elect among 
themselves the chairman of the Supervisory Board who is 
responsible for organising the activities of the Supervisory 
Board, and at least one deputy chairman who performs 
the duties of the chairman in his/her absence.
In accordance with the law, meetings of the Supervisory 
Board are held according to necessity, but at least once 
per quarter. A meeting of the Supervisory Board has quo-
rum if more than half of the members of the Supervisory 
Board participate, and the resolutions of the Supervisory 
Board are adopted by simple majority of those present.

As of the date of the Prospectus, the members 
of the Supervisory Board are the following:
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Zane Tamane. Ms Tamane, born in 1981, is the Chairman of 
the Company’s Supervisory Board. Ms Tamane graduated 
from the Stockholm School of Economics in Riga in 2003, 
with a Bachelor’s degree in Economics, specialising in the 
field of Marketing. Before co-founding the Group in 2006, 
she worked in two international advertising agencies – Mc-
Cann and Lowe – as a Brand Strategist for major Latvian 
brands. Having acquired a broad and deep overview of Lat-
vian brands and their behaviour in the local market, Ms Ta-
mane developed a particular interest in creating brands that 
are more meaningful and enticing from both the customers’ 
and the company’s point of view. Pairing this interest with a 
personal belief in all things “eco” led Ms Tamane to become 
a co-founder of the Group. She does not hold any positions 
or perform any activities outside the Group.

Liene Drāzniece. Ms Drāzniece, born in 1979, is the Dep-
uty Chairman of the Company’s Supervisory Board. Ms 
Drāzniece graduated from the Latvian Academy of Art 
in 2003, with a Bachelor’s degree in Visual Communica-
tion, specialising in the field of Graphic Design. In 2007, 
Ms Drāzniece graduated from the Istituto Marangoni 
Milano, Master Design Direction programme, where she 
studied Brand Strategy. Before co-founding the Group, 
she worked in the international advertising agencies 
McCann, Leo Burnett and Lowe as an Art Director for 
major Latvian brands, and she is the author of several 
brand identities for consumer goods and niche products. 
Ms Drāzniece co-founded the Group in 2006, and since 
2009 she has been the Art Director of the Company. Be-
ginning in 2017, she also became a lecturer at the Riga 
School of Design and Art, in the Department of Advertis-
ing Design. She does not hold any positions or perform 
any activities outside the Group.

Anna Ramata-Stunda. Ms Ramata-Stunda, born in 1984, 
is a member of the Company’s Supervisory Board. Ms 
Ramata-Stunda graduated from the University of Lat-
via in 2008 with a Master’s degree in Life Sciences and 
Biology, and she currently is a PhD Candidate in Bio-
technology at the University of Latvia. Since 2010, Ms 
Ramata-Stunda has worked as a researcher and lecturer 
at the University of Latvia where she has participated in 
research projects for the Company. Ms Ramata-Stunda 
is a Board Member and co-founder of the company SIA 
InCell, which provides biotechnology and research ser-
vices. She is also the co-founder and Chief Executive Of-
ficer of the company SIA Alternative Plants. Ms Ramata-
Stunda is the co-author of many scientific publications, 
as well as being the author of several patents. Ms Rama-
ta-Stunda is a member of the Latvian Association of Mi-
crobiologists. She holds management positions in the 
following companies: SIA InCell, SIA Alternative Testing 
and SIA Alternative Plants.

Anna Andersone.Ms Andersone, born in 1981, is a member of 
the Company’s Supervisory Board. Ms Andersone graduated 
from the Stockholm School of Economics in Riga in 2002, with 
a Bachelor’s degree in Business and Economics, specialising in 
the fields of IT and Marketing. Ms Andersone started her career 
in Marketing and Communications at McCann Riga and was 
promoted to a Project Director and Strategist (2003-2008), 
working with pan-Baltic campaigns. She gained international 
experience working in the UK and France. From 2008, Ms An-
dersone has been the Chairman of SIA HungryLab, which is a 
global online platform providing solutions and services creat-
ed to help start-ups, future leaders and entrepreneurs. She is 
also the co-founder of several start-up companies including 
“be-with” in 2015, “The Mill” in 2014, Froont in 2012, and “ber-
ta.me” in 2011, which are all online-based product and service 
platforms. From 2013, Ms Andersone has been a Board Mem-
ber of the NGO “TechHub Riga” that is a co-working space and 
community where new technology start-ups can meet, work, 
learn and collaborate. She holds management positions in the 
following companies: SIA HungryLab, SIA Froont, SIA Hello 
World, SIA One two free, TechHub Riga foundation, the Homo 
ecos association and the Grafikas dizaina asociācija associa-
tion. In the past, she has held positions in AS Cits medijs, SIA 
“Froont Rīgas filiāle”, Froont oy and Biedrība HI association.

Solvita Kurtiša. Ms Kurtiša, born in 1968, is a member of the 
Company’s Supervisory Board. Ms Kurtiša graduated from the 
Latvia University of Agriculture in 2002, with a Master’s de-
gree in Economics. Ms Kurtiša has worked as a chief account-
ant and auditor, and since 2011 she has been the Finance Di-
rector of AS Infrastructure Investments. Ms Kurtiša has been 
a member of the Company’s Management Board from 2012 
to 2017. She holds management positions in the following 
companies: SIA Brīvzemnieka nams, SIA Liķiera fabrika, SIA Inin 
7, SIA Priminvest, SIA Romas dārzs, SIA Universal search, SIA PH 
Investīcijas, AS ALPS Investments, AS Infrastructure Invest-
ments and SIA Kalnciema centrs.

The business address for all of the Supervisory Board 
members is that of the Company’s head office, i.e. Zeltiņu 
iela 131, Mārupe, LV-2167, Latvia. None of the above of-
ficers have any potential conflicts of interest between 
their duties towards the Group and their private interests 
or other duties, with the exception of those described in 
Section “Related Party Transactions”. None of the above 
officers have been convicted of any fraudulent offences 
or have been involved in any bankruptcies, receiverships 
or liquidations; none of them have been subject to any 
official incriminations or sanctions by statutory or regu-
latory authorities (including designated professional bod-
ies) nor have they ever been disqualified by a court from 
acting as a member of the administrative, management or 
supervisory body of a company, or from acting in the man-
agement or conduct of the affairs of any company.
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9.4 REMUNERATION AND BENEFITS

9.5 SHARE OWNERSHIP

The Company pays only nominal consideration to its 
management: the total amount of remuneration paid to the 
members of the supervisory and management bodies of the 
Company during the financial year ended on 31 December 
2016 was TEUR 2 (including all applicable taxes). The Company 
has chosen not to disclose remuneration information on an 
individual basis due to the negligible amounts involved, and 
in order to protect the privacy of its officers. 
All members of the Company’s Management Board 
work on the basis of employment agreements. Upon 
termination, they are entitled to benefits as per the 

applicable law; their employment agreements do 
not provide for any additional compensation upon 
termination in excess of the legal minimum. The Company 
has entered into authorisation agreements with all 
members of the Supervisory Board. Upon termination 
of their professional relationship, they are not entitled 
to any benefits. As of the date of the Prospectus, no 
amounts are set aside or accrued by the Company 
or its subsidiaries to provide pension, retirement or 
similar benefits to the members of the supervisory and 
management bodies of the Group companies. 

Name of Shareholder Number of Shares Proportion

Mr Uldis Iltners, a member of the Management Board 895,944 27.87%

Ms Lote Tisenkopfa-Iltnere, a member of the Management Board 895,944 27.87%

Ms Zane Tamane, a member of the Supervisory Board 383,976 11.94%

Ms Liene Drāzniece, a member of the Supervisory Board 255,984 7.96%

Ms Paula Tisenkopfa, a member of the Management Board 127,992 3.98%

Total 2,559,840 79.63%

In addition to the above, on 14 August 2017, the General Meeting approved the personnel share option programme.  
For further information on the share options, please see Section “Personnel Share Options”. 

9.6 COMPLIANCE WITH CORPORATE GOVERNANCE

The Company complies with the corporate governance 
regime of the Republic of Latvia, unless stated otherwise 
in this Prospectus. 

As of the date of the Prospectus, 79.63% of the Shares of the Company were directly held by the members of the management 
bodies of the Company. Detailed information is provided in the following table:
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9.7 EXTERNAL AUDITORS

The appointment of external auditors is in the competence 
of the General Meeting, and it requires a majority of 75% of 
votes present. The General Meeting held on 14 August 2017 
appointed Deloitte Audits Latvia SIA (registration number 

40003606960; registered address Grēdu iela 4a, Riga, LV-
1019, Latvia) to act as the external auditor for the Group for the 
financial years 2016, 2017 and 2018. Deloitte Audits Latvia SIA 
is a member of the Latvian Association of Certified Auditors.
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10 BUSINESS OVERVIEW

The milestones in the history of the Group  
are summarised in the following table:

The Company was established 11 years ago with a strong belief that organic products are the 
key to living in a sustainable world. The aim was to create an effective, innovative and trend-
driven organic skincare line that would redefine the standards of cosmetics, making beauty 
sustainable, safe, science-based and fully natural (free from synthetic ingredients), and to de-
velop highly competitive products to be sold both through specialized organic retail channels 
and through conventional channels.
The Group prides itself on following a set of modern best practices. This means, for example, 
using quality organic and natural ingredients, making production processes sustainable and 
transparent, developing new products based on sound research, ensuring that communication 
is fair and fact-based, and using contemporary service channels including social media.

10.1 HISTORY OF THE GROUP

Year Event

2005 The MÁDARA brand is conceived and developed by Ms Tisenkopfa-Iltnere and Mr Iltners.

2006-2007 The brand is launched and first products are introduced to the Latvian market.

2008 The Group becomes the leader of the natural/organic cosmetics sector in Latvia.
The Group opens its first factory and receives the ECOCERT certification for its products;  
starts industrial-scale production.

2008-2009 Products are launched in 20 countries including Belgium, Switzerland, Germany, the UK and Japan.

2009 MADARA Retail is established.
MÁDARA own brand shops are opened in Riga.

2011 International online store is opened; over 3,000 purchases are made in the 1st day of operation.

2012 The Group shapes a new approach to organic cosmetics – in vitro and in vivo research reveals 
rejuvenating effects of birch juice and Northern plant extracts; a new anti-ageing line “TIME MIRACLE”  
is developed based on these results.

2013 The Group starts successful collaboration with Finnish blogger Noora Shingler launching custom made 
products for Finnish market, and goes on to become the 3rd best known organic cosmetics brand in Finland.

2014 Harper’s Bazaar names MÁDARA brand “Natural cosmetics for Aesthetes”.
Concept store-salon SKIN CAFÉ is opened in Riga.

2015 The Company commences development for its new factory and office building.
Annual turnover reaches EUR 3.9 million and workforce reaches 78.
Ms Tisenkopfa-Iltnere, the CEO, and the Company are ranked respectively 4th and 7th in the annual Business  
Reputation Awards 2016 by the Latvian Investment and Development Agency (LIAA), Nords Porter Novelli 
and Dienas Bizness newspaper.
Trial production commences in the new factory.

2016 MÁDARA named the “No. 1 Greenest Brand” in the annual rankings “Most Loved Brands in Latvia”.
New factory is opened and commences full-scale production.
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10.2 GROUP STRUCTURE AND INFORMATION ON HOLDINGS

Group Structure

As at the date of this Prospectus, the structure  
of the Group (including minority holdings) is as follows:

Group Companies

AS “MADARA Cosmetics” (the Company) is the parent 
company of the Group and the centre of its main 
operations. The Company develops, manufactures 
and sells organic cosmetics products under brands 
“MADARA” and “MOSSA”.

SIA “MADARA Retail” is a 100% subsidiary of the 
Company. It operates three MADARA brand stores and a 
beauty salon located in Riga, Latvia.

SIA “Cosmetics NORD” is a 100% subsidiary of the 
Company engaged in the development and wholesale 
manufacturing of products for third-party clients 
(contract manufacturing).

MADARA Cosmetics GmbH is a 100% subsidiary of the 
Company responsible for the distribution of the Group’s 
products in Germany. 

Minority Holdings

The Company has two minority holdings: 19% in SIA 
“Farmācijas, biomedicīnas un medicīnas tehnoloģiju 
kompetences centrs” (established in 2016 under 
Latvian law, registration number 40103991773) and 
9% in SIA “Pharma and Chemistry Competence Centre 
of Latvia” (established in 2010 under Latvian law, 
registration number 40103308109). The Company’s 
co-shareholders in these companies are other Latvian 
cosmetics manufacturers.

Both competence centres have been formed within the 
framework of the state aid programme “Competence 
centres”, which is being implemented with the help of 
the European Regional Development Fund. The main 
aim of the programme is to bring together companies 
and scientific institutions working in the same field, and 
to thus encourage cooperation between industry and 
the academia to foster new methods and technologies.

100% 100%

SIA  
“MADARA Retail”

SIA  
“Cosmetics NORD”

100%

MADARA  
Cosmetics GmbH SIA  

“Pharma and Chemistry 
Competence Centre  

of Latvia”

SIA  
“Farmācijas, biomedicīnas 
un medicīnas tehnoloģiju 

kompetences centrs”

9%

AS “MADARA Cosmetics”

19%
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Competence centres have a 
limited lifetime driven by the 
duration of the relevant EU 
support programmes. By the date 
of this Prospectus, SIA “Pharma 
and Chemistry Competence 
Centre of Latvia” has ceased active 
operations and has essentially 
been replaced by SIA “Farmācijas, 
biomedicīnas un medicīnas 
tehnoloģiju kompetences centrs”. 
The support measures for this 
newer competence centre are due 
to end in 2018.
Competence centres exist in the 
form of limited liability companies, 
but are also subject to additional 
requirements associated with 
their special status and eligibility 
for EU aid.
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In-house laboratory and R&D

The Company has an in-house laboratory, which is the 
primary centre for the Group’s research and develop-
ment. The laboratory is staffed by four qualified person-
nel (including two chemists, one pharmacologist and a 
perfumes specialist). The in-house laboratory is also re-
sponsible for the continuous testing of the Company’s 
products, which forms an important part of the Group’s 
quality assurance process. The in-house laboratory is 
capable of carrying out a variety of tests, including pH 
measurements, conductivity testing, surface quality 
control and many others.

Each new product formulation is exclusively developed 
in-house. This allows for a high diversity of formulations, 
quick integration of innovative ingredients and solutions, 
and rapid adaptation to changing consumer preferences 
and market trends: for example, in the first half of 2016 
alone, the Group brought 20 new products to the market 
(15 under the “MADARA” brand and 5 under the “MOSSA” 
brand), all of which were developed in-house. 

10.3 RESEARCH & DEVELOPMENT

On the R&D side, the Company has ten years of exper-
tise in various emulsion formulations (creams, lotions, 
serums etc.), surfactant solutions (shampoos, soaps 
etc.) and other forms of skincare. In addition to ensur-
ing functionality, an important part of the development 
work includes the perfection of formulas to achieve the 
right texture, colour and fragrance.

New product ideas are developed internally and with 
active involvement of the Management. They are then 
tested and improved on by the in-house R&D depart-
ment in the Group’s laboratory, and, if successful, 
quickly delivered to the market. This allows the Group 
to better cope with the changing nature of the organic 
market: the focus for organic products is moving away 
from being the “safe” alternative to conventional cos-
metics, and instead, consumers expect organic prod-
ucts to be as effective as, or more effective than, con-
ventional cosmetics. In-house R&D is essential to the 
Group’s ability to offer complicated, smart and highly 
effective products ahead of its competitors.
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Outside cooperation

The Company’s R&D department works in close coop-
eration with the University of Latvia, which gives the 
Company a unique platform for ingredient innovation. 
For example, together with the Faculty of Biology, the 
Company conducts research of Arctic and Boreal plant 
active ingredients using high-tech cellular in vitro 
studies, which help to identify precise mechanisms 
through which biological substances affect skin cells.

For some research and testing, including for dermato-
logical studies, the Company cooperates with the Riga 
Technical University, the Riga Stradins University and 
with dermatological clinics. 

The Company also cooperates with the compe-
tence centres established to utilise the EU support 
measures, in which it is also a shareholder (see Sec-
tion “Group Structure and Information on Holdings” 
above). At the date hereof, only the newer of the two 

competence centres – SIA “Farmācijas, biomedicīnas 
un medicīnas tehnoloģiju Kompetences centrs” – is 
active. This competence centre (and before it, its pre-
decessor SIA “Pharma and Chemistry Competence 
Centre of Latvia”) offers co-financing for many inno-
vation-driven projects. For instance, as a result of the 
cooperation with competence centres, the Company 
pioneered the first and currently one of a kind anti-
ageing concept, where regular water is replaced en-
tirely with highly active Northern birch water, proven 
to reduce signs of ageing.
In addition to the above strategic research partner-
ships, the Group often uses third-party research and 
testing services for work that requires sophisticated 
laboratory equipment or narrow scientific expertise. 
The results of this third-party research are incorporat-
ed in the Group’s own R&D and quality assurance. For 
example, the Group relies on third-party laboratories 
for microbiological analysis, SPF measurements and 
elemental analysis, as well as for the calibration of the 
Group’s own laboratory equipment.
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Factory

Ever since the Group commenced industrial-scale produc-
tion in 2008, all products have been exclusively manufac-
tured at the Company’s own facilities, enabling the Group 
to fully control all stages of the manufacturing process.

The Group completed its new factory and commenced trial 
production in September 2015. The factory was fully commis-
sioned and opened in February 2016 and has been in active 
operation since. Until September 2016, the Group continued 
to operate two production sites in parallel, and has since con-
solidated all equipment and operations in its new location.

The new factory was built with the Group’s core values in 
mind, and thus designed to be sustainable, human, reliable 
and accessible. The factory features transparent production 
rooms and it is open to the general public: during working 
hours, the factory welcomes visitors, offering guided tours 
and workshops to create a place where everyone can see 
and experience how organic and natural ingredients are be-
ing refined into modern cosmetic textures.

Equipment

The new factory has been largely equipped with new 
machinery purchased as described below in Section “In-
vestments”. However, the new factory also incorporates 
equipment transferred from the previous production 
facility, such as one smaller reactor (2008), the tube fill-

10.4 MANUFACTURING

ing line (2009) and the sachet filling line (2010), as well as 
other equipment.

The machinery purchased specifically for the new factory 
includes a brand-new filling line and a large reactor capa-
ble of producing batches up to 2,000 kg. All key equipment, 
though procured at different times, shares the same techni-
cal architecture, which facilitates the scaling of production 
from small to big batches. Existing production processes 
and equipment allow to produce almost every batch size 
from 50 kg to two tonnes without significant losses of ef-
ficiency. Factory equipment can be described as multifunc-
tional and modular, and it is capable of performing various 
functions for the production of technically different formu-
lations, starting from technically simple products like liquid 
soaps to advanced formulations like anti-ageing creams.

The highly automated filling units can work with diverse 
forms of packaging, allowing for an almost unlimited 
choice of shapes for bottles, jars and tubes. Foil sampling 
(sachet) filling equipment allows producing sachet sam-
ples at low cost, and this type of packaging is an important 
tool for building consumer awareness and introducing 
new customers to the brand. Other types of equipment 
include labelling and boxing units. The factory is able to 
work flexibly and adapt to the changing market needs by 
introducing new products quickly. Batch flexibility and 
packaging flexibility is especially important to serve the 
growing demand for contract manufacturing services 
(see below in Section “Contract Manufacturing”).
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All production equipment is tendered from reliable manu-
facturers, and the lifetime of the existing production line 
is expected to be well in excess of ten years, and with 
timely maintenance and some modernisation, existing 
equipment may last for decades.

The new factory is built to be easily scalable. Using only the 
existing equipment, the Company will be able to double or 
even triple its current production volumes by introducing ad-
ditional shifts and increasing batch sizes. The current prem-
ises are also large enough to install additional equipment, 
leading to an even greater increase in production if need be.

The Company’s production processes have been certified 
to the Cosmetic GMP ISO 22716:2007 standard.

Environmental Impact and Sustainability

Environmental sustainability is an integral part of the 
Group’s values and purpose. The Group believes that care 
for the environment and sustainable business practices are 
at the core of the future economic and social wellbeing of 
the planet. To that end, the Group manufactures certified 
organic and natural skincare products using processing and 
manufacturing techniques that are clean and respectful of 
the environment. The Group’s environmental management 
plan includes monitoring procedures for all the key environ-
mental impact indicators, such as CO2 emissions, energy 
consumption, water consumption, rainwater pollution and 
waste management, which allows to evaluate and improve 
the environmental performance of the Company. 
The production process and other processes and activities 
of the Group can be described as low energy consuming. The 
Group holds the necessary pollution permit (category B) for 
its manufacturing activities and has concluded the neces-
sary agreements for the disposal of various types of waste, 
and for the handling of used packaging. Packaging sustain-
ability has been an important part of product design since 
the very first day of the Group. To minimise the direct and 
indirect environmental impacts of packaging during its life 
cycle, the Group uses recyclable materials for packaging and 
integrates recycled materials wherever possible. 100% of 
the Group’s primary packaging (e.g. bottles, flasks) is made 
from recyclable materials (recyclable polymers or glass) and 
the secondary packaging (boxes) is manufactured from sus-
tainably produced cardboard or paper.
The Management believes that the operations of Group 
comply in all material aspects with applicable environmen-
tal laws and regulations. The Group’s compliance with these 
requirements did not, during the past year, and is not ex-

pected to, have a material effect upon its utilisation of fixed 
assets, results of operations or competitive position. 
The Group is the first in the Baltics, which, in the process 
of preparing to enter the First North market, has pre-
pared a report on environmental sustainability, which is 
available at https://www.madaracosmetics.lv/investori-
em/esg/2017-ESG-report.pdf. The report aims to provide 
a deeper insight in the environmental, social and corpo-
rate governance practices of the Group. The audience 
of the report is investors as well as other stakeholders, 
including customers, employees and community mem-
bers. The environmental sustainability factors covered 
in this report include metrics outlined in the Nasdaq ESG 
reporting guide for Nordic and Baltic countries as well as 
highlights for other important sustainability and corpo-
rate social responsibility practices of the Group. World-
wide experience shows that environmentally-friendly, 
socially responsible and wisely managed companies 
achieve better results in the long-term – including from 
a financial perspective. 

Planned investments

The Company is considering a number of investments on 
the manufacturing side. For example, negotiations are 
under way with several potential suppliers for the pur-
chase of a new tube filling line, where the signing of the 
contract is expected in the second half of 2017. The ap-
proximate cost is expected to be around TEUR 200. De-
pending on the growth of the Company, there might be 
further investments in production equipment. The Com-
pany does not rule out the possibility to expand to new 
product or service segments and will invest accordingly 
if and when it does so.

1Eccles, Robert G., Ioannis Ioannou, and George Serafeim. “Is Sustainability Now the Key to Corporate Success?” Guardian (January 6, 2012). 
Available at https://www.theguardian.com/sustainable-business/sustainability-key-corporate-success, 21.08.2017.

https://www.theguardian.com/sustainable-business/sustainability-key-corporate-success
https://www.madaracosmetics.lv/investoriem/esg/2017-ESG-report.pdf
https://www.theguardian.com/sustainable-business/sustainability-key-corporate-success
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The Group’s products are made from pure and natural in-
gredients of high quality, using the most powerful sub-
stances originating from nature. The Group uses around 
400 different natural ingredients to formulate and make 
cutting-edge, high-efficacy cosmetic products. Raw 
materials of the following main categories are used:

• active ingredients such as plant extracts,  
unique plant oils, hyaluronic acid, vitamins;

• oils (plant oils, plant butters, waxes, natural 
emollients etc.);

• speciality waters: birch water, floral waters etc. 
(some of which may be considered to be active 
ingredients);

• surfactants (washing/foaming ingredients);
• emulsifiers, gelling agents, stabilisers;
• natural fragrances;
• preservatives;
• colorants, pigments.

A large part of the raw materials used in production 
are unique ingredients harvested in the forests, mead-
ows and lakes of the Northern and Arctic regions. Over 
thousands of years, the harsh and cold northern climate 

has evolved plants and substances with extraordinary 
properties – birch water, vitamin rich arctic berries, min-
eral-rich fossil mud, antioxidant herbs and roots, and 
omega-rich seed oils. These Northern ingredients play 
an essential role in differentiating the Group’s products 
from competitors both in product performance as well 
as in the brand story. The Group does not use raw ma-
terials extracted from living or slaughtered animals and 
the majority of the Group’s products are vegan.

The raw materials used by the Group are purchased 
from trusted direct suppliers who harvest these ingre-
dients from nature (birch water, fossil mud) or extract 
active substances from organic plant matter (plant ex-
tracts, cold pressed oils, etc.). Raw materials that are 
readily available on the market like plant oils, natural 
emollients, surfactants, emulsifiers, preservatives, as 
well as general active ingredients like hyaluronic acid, 
vitamins, anti-age and lifting actives are purchased 
from reputable manufacturers directly or through their 
distribution partners. The Group has a diversified net-
work of suppliers and is not reliant on cooperation with 
particular suppliers.

BUSINESS OVERVIEW

10.5 RAW MATERIALS
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Many products are based on extensive research. Exam-
ples include the “Time Miracle” line that offers world’s 
first anti-ageing skin care products based on birch water, 
proven to reduce signs of ageing. According to extensive 
research, birch water accelerates skin cell division by 25%, 
reversing both genetic and environmental ageing. 
The Group’s products are sold under two main brands: 
“MADARA” and “MOSSA”. The description and positioning 
of these brands is provided in Section “Competitive Posi-
tion and Competitive Strengths”.

The Group’s product portfolio covers a wide spectrum of beauty and skincare products – 
facial cleansers, toners, moisturisers, masks, serums, facial oils, eye- and lip-care products, 
soap bars, liquid soaps, body moisturisers, deodorants, shampoos and conditioners. Today, 
customers are offered around 80 different cosmetics products. A large part of the product 
range of the Group is intended for the age group from 25 to over 45. However, certain 
product lines are designed for all ages and some for babies and children.

BUSINESS OVERVIEW

10.6 PRODUCTS

Source of the chart:  
unaudited financial data of the Company

Sales Breakdown by Product Type 2016

Face
Anti-age
Body
Hair
Mother&Baby
Other
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10.8 CERTIFICATION AND STANDARDS

Product design and marketing play a very important role 
in creating brand desirability and demand. All product 
and communication strategies, as well as product de-
signs, graphic designs, retail designs, points-of-sale and 
online materials are created by the Group’s in-house 
marketing and design team. 
The existence of a dedicated in-house team for design 
and marketing ensures better market and trend respon-
siveness, and contributes to the continuous and consist-
ent development of the Group’s brands. The Management 
sees the in-house creative team as a core competitive 
advantage, placing the Group ahead of its competitors in 
graphic design and visual communication, and in its abil-
ity to quickly generate, and act on, new ideas as market 
and consumer preferences evolve.
The design and marketing team includes Ms Zane Tamane 
(the brand manager), a graduate of the highly regarded 
Stockholm School of Economics in Riga (Ms Tamane is 

currently on maternity leave). Before joining the Group, 
Ms Tamane worked in several international advertis-
ing agencies, and with Latvia’s biggest retail brands. 
The team also includes Ms Liene Drāzniece (the head of 
design), one of the best Latvian graphic designers. Ms 
Drāzniece obtained her masters’ degree in Milan and she 
has worked with many local brands, both individually and 
as part of her work for an advertising agency.
In addition to conventional channels, the Group’s mar-
keting prominently features social media, where most of 
the relevant accounts are managed in-house. The Face-
book account for the “MADARA” brand in Latvia has close 
to 27 thousand followers and is growing rapidly; the 
Company has also created additional brand- and coun-
try-specific Facebook pages which are steadily gaining 
in popularity. The Company also maintains popular In-
stagram, Twitter and Youtube accounts, and an e-mail 
newsletter list with over 74 thousand subscribers.

10.7 DESIGN AND MARKETING , SOCIAL MEDIA

The cosmetics industry in the European Union 
is regulated by Regulation (EC) No 1223/2009 
on cosmetic products (the EU Cosmetics Regu-
lation). The Group complies with the terms of 
the said Regulation.
Unlike the food industry where manufactur-
ing and retail of organic products is, in the EU, 
strictly regulated, the legal framework for cos-
metics does not distinguish between synthetic 
(conventional) and natural or organic products. 
However, following the rising consumer de-
mand for clear labelling of organic products, 
several organisations in Europe have created 
standards for formulating and labelling natural 
and organic cosmetics.
“MADARA” and “MOSSA” products are certified 
by the ECOCERT group, the issuer of ECOCERT 

and COSMOS certificates. 
ECOCERT is an organic certification organization founded in 
France in 1991, and the very first certification body to devel-
op standards for natural and organic cosmetics. It is based in 
Europe but conducts inspections in over 80 countries, mak-
ing it one of the largest organic certification organizations 
in the world. In addition to its own proprietary standard 
(ECOCERT), from January 2017, ECOCERT certifies cosmetic 

formulations according to the COSMOS standard. COSMOS 
is the first and only pan-European standard for organic and 
natural cosmetics, created by several associations and or-
ganic cosmetics certification bodies.
The basic purpose of these standards is to offer a method 
for the consumers to recognise an environmentally friendly 
cosmetic product. Inter alia, these standards require the use 
of ingredients derived from renewable sources and manu-
factured in environmentally friendly processes. Certification 
requires the absence of genetically modified ingredients, par-
abens, phenoxyethanol, nanoparticles, silicon, PEG, synthetic 
perfumes and dyes, and animal-derived ingredients except 
those produced naturally such as milk and honey. It also re-
quires the use of biodegradable or recyclable packaging, and 
sets a range of other compliance criteria. Certificates are is-
sued on thorough review, including an on-site audit.
The introduction of COSMOS was a welcome develop-
ment on the market, as it finally offers a single standard 
to which organic manufacturers may be held, and offers 
a competitive edge to those companies who are able to 
comply, including the Company.
The Group intends to continue working with various cer-
tification organisations to make sure its products com-
ply with the latest standards accepted as best practice 
in the industry.
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Contract manufacturing customers are offered a wide 
range of ready-made formulas, which have been tested 
in the market for several years, gained popularity among 
customers and can be quickly adjusted in order to fit the 
essence of the customer’s brand – either by adding cer-
tain active ingredients for boosted effectiveness or by 
changing fragrances, colours or other features of the 
formulation.
In addition to offering ready-made solutions, the Group 
is able to source and incorporate specific ingredients 
that its customers wish to see in their products, perform 
in vitro or in vivo research and develop completely new 
formulations. The Group also helps customers find suit-
able packaging suppliers, marketing material suppliers 
(e.g., for brochure printing) and other suppliers whose 
assistance is required to launch the product. The Group’s 
aim is to offer a full service that is fast and flexible. As a 
result, there are very little limitations as to the type of 
customers and the type of projects that can be taken in.
Contract manufacturing services are a fast-growing line 

of business for the Group, especially outside of Latvia. 
Today, the Group is providing contract manufacturing 
services for nine different customers, based mainly in 
Scandinavia. The inflow of new clients has accelerated 
during the last year, with five out of nine current custom-
ers having been acquired since the beginning of 2016. The 
Group’s increased production capacities and its high level 
of competence in formula development and customer 
service ensures continuous cooperation with the current 
customers, whose order volumes are growing. In addition, 
there are two more clients who have very recently started 
working with Cosmetics NORD and several offers have 
been made for further negotiations. 
Most customers come from the hospitality, fashion and 
food supplements industries.
In addition to being a profitable business line, contract 
manufacturing is important to the Group as a unique 
platform for expanding to foreign markets. It also helps 
raise the technical competence of the Group with new 
formula development and technological processes.

In addition to producing its own branded cosmetics, the Group – through Cosmetics NORD – 
offers contract manufacturing services to third parties. The group is increasingly recognised 
as a reliable supplier of certified manufacturing services for high quality, modern natural 
skincare, haircare and baby-care formulas. 

10.9 CONTRACT MANUFACTURING
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The Group uses 
various distribution 
channels, including 
brand boutiques, on-
line stores and exter-
nal retailers, to sell 
its products to more 
than 25 countries.

Own Physical  
Distribution  
Channels 

The Group has three 
brand boutiques in 
Riga, located in Ri-
ga’s best shopping 
malls Alfa, Spice and 

Galerija Centrs. In Galerija Centrs, the Group also oper-
ates a beauty salon “Skin Café”, which offers beauty treat-
ments and procedures with “MADARA” products. These 
brand boutiques and the beauty salon are managed by SIA 
“MADARA Retail”. The Riga brand boutiques have proved 
a highly successful domestic distribution channel. They 
are situated in prime locations within Riga’s best-known 
shopping malls and, in addition to contributing sales, they 
are an important tool for brand visibility.
In addition to the brand boutiques, the Group has a fac-
tory store in its new organic skincare factory in Riga. 
Group visits, excursions and different workshops are 
organised in the factory, so that customers can explore 
the production process from formula development to 
product filling and labelling.

Own Online Distribution Channels

Another strong distribution channel is the network of 
the Group’s own online stores with versions localised 
and adapted to its main markets. The online stores of the 
Group are operated under domain names ‘madaracosmet-
ics’ with top level domain name .com and country-specific 
top-level domains .lv, .ee, .fi, .de and .nl. 
The importance of e-commerce is growing rapidly, and 
the Group is continuously investing in expanding its on-
line presence to better serve its customers around the 
world. The Management believes that a predominantly 
e-commerce-based expansion would allow increas-
ing the Group’s international presence and sales, while 
maintaining fiscal discipline. This is because capital 
would not need to be invested into, for example, open-

ing and operating new retail outlets, which are per-
ceived by the Company to carry higher operational and 
financial risks, in countries where the Company may not 
presently have high brand awareness. Retail (high street 
/ shopping centre) presence through standalone stores 
is expected to remain limited to the Company’s present 
locations in Latvia, while various distribution relation-
ships should lead to increased presence in various de-
partment stores, specialty stores for mainstream cos-
metics (including duty free) as well as those promoting 
mainly organic/bio products.

Local Subsidiary in Germany

In 2016, the Group established a subsidiary in Germany, 
the largest market for natural and organic cosmetics in 
Europe. The German subsidiary – MADARA Cosmetics 
GmbH – is acting as the representative of the “MADARA” 
brand in Germany.

External Retailers

In addition to the distribution channels operated by the 
Group companies, the Group’s products are exported to 
over 25 countries and distributed through various physi-
cal and online retailers. The physical retailers for the 
Group’s products include different department stores, 
such as Sokos in Finland, Stockmann in Finland, Estonia 
and Latvia, Magazine in Denmark and Ahlens in Sweden; 
up-market health food stores, such as Basic in Germany, 
Wholefoods in the United Kingdom and Rouhonjuuri in 
Finland; niche perfumeries, individual perfumeries and 
organic perfumeries, as well as beauty chains with dedi-
cated shopping areas for natural skincare. Online retail-
ers distributing the Group’s products include several 
well-respected specialised online shops like lovelula.
com, najoba.de and greenglam.de. 
Products under the MOSSA brand are often sold along-
side the MADARA brand, but are also sold in drugstores 
such as Drogas, Latvia’s largest pharmacy chain. The 
Group is in the process of expanding the distribution 
chain for the MOSSA brand through other pharmacies 
outside Latvia and similar channels.
The Group’s network of external retailers is diversified 
and the Group is not reliant on cooperation with par-
ticular retailers.
The payment terms for external retailers do not exceed 90 
days and are mostly shorter than that. All sales are made 
on a final basis; the Group does not ship goods on consign-
ment or sales agency basis.

10.10 DISTRIBUTION



BUSINESS OVERVIEW

Real Estate. The Company’s production facility at Zeltiņu 
iela 131, Mārupe, is leased from SIA “MC Properties” (see 
Sections “Material Agreements” and “Related Party Trans-
actions”). Its retail premises are leased from third parties 
(see Section “Material Agreements”).
The Company owns one land plot, located at Lamberti 1, 
Marupe District, across the road from the Company’s new 
factory, with the total area of 16,000 sqm (of which the 
Company owns a 11,000 sqm share). The land plot is cur-
rently empty and the process is under way to change the 
legal status of the plot from agri-
cultural land to light industrial land. 
The plot is currently in the joint 
ownership of the Company and an 
unrelated third-party co-owner, 
and the Company intends to divide 
the plot into two parts along with 
the change of its legal status, so 
that the Company’s share of the 
plot is separated to a stand-alone 
real estate. The Company does not 
anticipate any issues in the process 
of changing the plot’s legal sta-
tus or dividing it into two separate 
parts. The process is expected to be 
completed towards the end of 2018.
The said plot was purchased in 2017 
for TEUR 130 (being the price for the 
Company’s share of the plot). The 
Group is not in immediate need of 
new premises; however, the conven-
ient location of the plot directly op-
posite from the Company’s existing 
factory, and the attractive purchase 
price both justified the purchase. 
The Management intends to use the 
plot for a new manufacturing and/or 
warehousing facility if the growth of 
the Group’s business warrants such 
expansion in the future.
The purchase of the plot was fi-
nanced from the Group’s own cash-
flow and the plot is unencumbered.

Material fixed assets. Most of the 
machinery and equipment are 
owned by the Company, allowing 

10.11 PROPERTY, PLANT AND EQUIPMENT 
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it to fully control all production processes. Some ma-
chinery and equipment is leased. For more information 
on the owned and leased machinery and equipment, see 
Sections “Manufacturing”, “Material Agreements” and “In-
vestments”.
As of 31 December 2016, the total value of the Group’s 
fixed assets was TEUR 1,589. All fixed assets, inventory and 
receivables are pledged in favour of AS Swedbank to se-
cure loan and credit line agreements, as further described 
in Section “Material Agreements”.
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The Company’s brand name “MÁDARA” is registered in-
ternationally under the Madrid Protocol, and the Group 
has over 20 trademarks registered in Latvia, including its 
most important brand names and trademarks “MÁDARA” 
and “MOSSA”, and further registration applications are 
pending. In addition to brand names used by the Group 
companies, the registered trademarks include names 
of individual products or product lines offered by the 
Group. Some of the trademarks of the Company are 
also registered in Estonia and Lithuania and an appli-

10.12 INTELLECTUAL PROPERTY
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cation for the registration of the trademark “MÁDARA” 
has been filed in the United States. The Group intends 
to gradually expand the protection of its trademarks to 
other countries based on the Management’s assessment 
of the necessary scope of protection.
The Group holds a total of over 40 domain names. 
The most important domain names used by the Group 
are madaracosmetics.lv, madaracosmetics.ee and 
madaracosmetics.com.
As of the date of the Prospectus, the Group does not 

hold any patents, utility models 
or other similar registered intel-
lectual property rights (other 
than the software that is licensed 
from third parties). The formulas 
that the Group’s cosmetic prod-
ucts are based on have not been 
protected by patents due to the 
complications involved in obtain-
ing a patent, and the high cost of 
doing so. Moreover, it makes little 
sense in practice to invest in for-
mal protection for specific prod-
ucts or formulas. The nature and 
content of the Group’s products 
is driven by the unique combina-
tion of ingredients and produc-
tion machinery utilised by the 
Group, and these products are 
hard to copy without replicating 
the Group’s exact sourcing and 
manufacturing conditions. In the 
cosmetics industry (especially in 
green cosmetics), product port-
folios evolve quickly in response 
to consumer demand, and prod-
uct lifetimes are typically short. 
A copycat product would likely be 
inferior in quality and would not 
have a lasting negative effect on 
the Group’s sales.



70

BUSINESS OVERVIEW

Recent Investments and Investments in Progress

The Group’s single largest investment in the recent 
years was the new factory, as described in greater 
detail in the Section “Manufacturing”. This investment 
was largely made over the course of 2015, as can be 

seen in the chart below. In 2016, the amount invested 
was TEUR 189, which is consistent with the normal 
level of maintenance capital expenditure for the Group. 
All significant recent investments of the Group (as well 
as the investments that are currently in progress),  
are in Latvia. 

As part of the investment into the new factory, in 2014-
2015, the Company purchased various machinery. The 
purchase of an automated filling and sealing production 
line, six tanks for the storage of cosmetic products, a 
vacuum processing unit, a steam generator and a water 
preparation plant was co-financed by AS Swedbank 
together with the Investment and Development Agency 
of Latvia (LIAA). Further, in 2015 to 2017, the Company 
purchased an electric forklift, an automatic labelling 
machine and a vertical cartoning machine under leasing 
agreements with AS Swedbank. 
The total investments made in the factory and the related 
machinery in 2015 amounted to approximately TEUR 
1,254. Investments made in 2016 (at TEUR 189) were for 
new fixed assets and advance payments for fixed assets.
Separately, in 2017, the Company purchased a property 
across the road from the existing factory for TEUR 130. 

10.13 INVESTMENTS

This purchase was financed entirely from the Group’s 
cashflows. The property is currently empty and may 
be used in the future as a location for new production 
and/or storage facilities, as further described in Section 
“Property, Plant and Equipment”.

Investment in Competence Centre

In 2016, the Company with five other shareholders 
established a limited liability company SIA “Farmācijas, 
biomedicīnas un medicīnas tehnoloģiju kompetences 
centrs”, where the Company holds 19% of the share 
capital. A small monetary contribution of EUR 570 
was paid by the Company into the share capital of 
the competence centre. More information on the 
competence centre may be found in Section “Group 
Structure and Information on Holdings”.
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Introductory Remarks 

The Group companies have entered into several 
agreements which may be considered material for the 
Group. In the opinion of the Management, the agreements 
listed in this Section are such material agreements. The 
level of detail of the information provided herein is 

limited due to the confidentiality provisions included in 
such agreements; however, the Management believes 
that the information below is sufficient to provide an 
adequate overview of the overall nature and essence of 
the agreements.

10.14 MATERIAL AGREEMENTS

Expansion of e-Commerce

The Group is continuously investing in the expansion of e-
commerce. The growing e-commerce cross-border market 
has led the Company to invest in its international presence 
in order to better serve customers around the world.In 2016, 
the Group invested approximately TEUR 40 in different 
technical solutions in the area of e-commerce (excluding 
marketing and employee expenses). In the first half of 2017, 
investments into the same area amounted approximately 
to TEUR 7. In addition to the above, the Group has been de-
veloping a new e-commerce platform since end of the year 
2016, which was partly launched in July 2017. The total in-
vestments in the new platform until 30 June 2017 amount-
ed to approximately TEUR 51. The Management expects to 
continue to make investments in the area of e-commerce in 
the future at a comparable (or higher) rate.

Future Investments

As noted, the Company intends to continue to invest in 
expanding its international reach mainly through the ex-
pansion of e-commerce. The sources for the financing 
of future investments may include both own funds or 
external financing, as well as the proceeds of the Offer-
ing. However, as of the date hereof, the Company has not 
made any firm commitments on future investments. 
With respect to potential investments on the manufac-
turing side, please see Section “Manufacturing”.
In addition to the above, the Company does not rule out 
potential investments into various other business areas 
where it currently does not operate.
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Financing Agreements

The Group has entered into a number of financing 
agreements, which are detailed in the table below:

These financing agreements include certain customary 
covenants such as restrictions on the sale or 
encumbrance of assets, the requirement to comply 
with certain financial ratios, restrictions on payment 
of dividends etc.

Guarantees for SIA “MC Properties”

 The Company is a guarantor with respect to the 
obligations of SIA “MC Properties” in connection with 
the acquisition of the property at Zeltiņu iela 131, Riga 
(the Group’s factory and head office, owned by SIA “MC 
Properties” and leased to the Company). The original 
amount of the guarantees was EUR 1.8 million, and the 
residual obligations of SIA “MC Properties” with respect 
to the property are TEUR 1,554.

Lender 
Amount, nature,  

interest
Purpose Repayment Collateral

AS Swedbank

Revolving credit line 
of TEUR 600

EURIBOR + 2.5%
Working  

capital finance
17 February 2018

Floating charge
TEUR 480 guarantee 

from AS Attīstības 
finanšu institūcija 

Altum
Pledge of funds 

on accounts with 
Swedbank

AS Swedbank

Investment loan of 
TEUR 300

EURIBOR + 3.5%

Reconstruction  
of real estate at 
Zeltiņu iela 131

30 June 2020

Floating charge
Mortgage over 
Zeltiņu iela 131 

estate
Pledge of funds 

on accounts with 
Swedbank

AS Swedbank

Investment loan of 
TEUR 815.5

EURIBOR + 3.3%

Purchasing 
production 
equipment  

(co-financed by the 
LIAA – see next line)

22 January 2021

Floating charge
Pledge of funds 

on accounts with 
Swedbank

Investment and De-
velopment Agency 

of Latvia (LIAA)

Investment aid of 
TEUR 444.6

Purchasing 
production 
equipment  

(co-financed by 
 AS Swedbank –  

see preceding line)

No obligation to 
repay as long as the 
Company complies 
with the conditions 

of the grant

n/a

Premises Lease Agreements

The Company and SIA “MC Properties” entered into 
a lease agreement on 17 March 2015 for the lease of 
premises with the total area of 2,548 sqm at Zeltiņu 
iela 131, Mārupe, which is the registered address of the 
Company and the main location of its operations. The 
agreement is concluded for a fixed term and is valid 
until 30 April 2025, with an option to extend it for 10 
additional years. The lessor may terminate the lease 
agreement prematurely only in the event of a breach, 
while the Company may terminate the agreement with 
three months’ notice. The lease agreement has been 
registered in the Land Registry, ensuring that the lease 
will survive any transfer of ownership. According to 
the lease agreement, SIA “MC Properties” is entitled to 
unilaterally increase the monthly rent once a year based 
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Date of Agreement Location Size of Premises Term of Agreement

28.07.2014
Shopping mall  
Galerija Centrs

26.8 m2 late 2022

05.03.2014 Shopping mall Spice 12.8 m2 mid-2019

12.02.2012 Shopping mall Alfa 22.7 m2 early 2018

on changes in the consumer price index. 
On 18 May 2015, the Company and SIA “MC Properties” 
entered into a supplementary agreement to the lease 
agreement pursuant to which SIA “MC Properties” 
agreed to perform and manage the reconstruction of 
the premises according to the Company’s instructions, 
and the Company agreed to pay for the performed 
works. On 30 June 2015, the Company entered into a 
loan agreement with AS Swedbank for the purposes of 
financing the said reconstruction works in the amount 
of TEUR 300. The details of the loan agreement are 
provided above in Section “Financing Agreements”. Upon 

termination of the lease agreement, the Company is not 
entitled to any compensation for these investments.
The Company has the option to purchase the above 
property from SIA “MC Properties” at market price at any 
time and also has the right of first refusal in the event of 
a sale by SIA “MC Properties” to any third party.
In addition to the Company, MADARA Retail and 
Cosmetics NORD also lease small parts of the above 
property (15 sqm each) directly from SIA “MC Properties”. 
MADARA Retail has concluded three lease agreements 
for the lease of commercial premises in shopping malls 
Alfa, Spice and Galerija Centrs: 

The Alfa shopping mall is in the process of building an 
expansion. MADARA Retail is considering relocating its 
brand store to the newly built part of the mall.

Operating Leases

Other than car leases, there are five leasing agreements 
concluded between the Company and SIA “Swedbank 
Līzings”. These relate to the following equipment: (1) soap 
manufacturing unit; (2) mobile mixer and related equip-
ment; (3) electric pedestrian pallet stacker; (4) automatic 
labelling machine and (5) vertical cartoning machine. The 
term of these leases is between 36 and 60 months and 
the interest rate is between 3% and 4% over EURIBOR. 
The first four leasing agreements are operating leases and 
the last one is a financial lease. As of the date of this Pro-
spectus, the total principal amount outstanding under the 
equipment lease agreements is TEUR 182.

Shareholders’ Agreements regarding Competence Centres

On 17 October 2016, the Company and five other share-
holders of SIA “Farmācijas, biomedicīnas un medicīnas 
tehnoloģiju kompetences centrs”, none of whom is a ma-
jority shareholder, entered into a shareholders’ agreement 
under which the parties agreed upon the principles of 
their co-operation as the shareholders of the competence 
centre. Among other terms, the parties to the sharehold-
ers’ agreement agreed on certain matters of corporate 
governance, restrictions on transfer of the shares, pre-
emption rights and other similar matters.
A similar agreement exists for the older competence 
centre (SIA “Pharma and Chemistry Competence Centre 
of Latvia”), which is no longer in active operation (see 
Section “Group Structure and Information on Holdings”).
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Main Category of Activity
Average Number  

of Employees in 2016
Average Number  

of Employees in 2015

Sales and Marketing (including sales 
personnel of MADARA Retail)

39 36

Production 20 17

Administration 9 9

Other 16 5

Total 84 67

The Group strives to create a friendly and stimulating 
working environment, a goal that is reflected in the 
open and modern design of its production and office 
facility. Benefits offered by the Group to its employ-
ees in excess of what is required by the law include a 
one-time support payment for employees heading on a 
maternity leave and share options as further described 
in Section “Personnel Share Options”. 
In addition to the options mentioned above, the cur-
rent shareholders of the Company have decided to sell 
up to 15,000 shares in the Company to the employees 

The Group is not and has not been involved in any gov-
ernmental, legal or arbitration proceedings (including any 
proceedings which are pending or threatened of which 
the Company is aware) during the previous twelve months 
that may have, or have had in recent past, significant ef-
fects on the Group’s financial position or profitability. 

The Company is involved in a pending court case against 
SIA Mara Naturals, whose business, the Management 
believes, infringes on the intellectual property rights 
of the Group. The case is in the early stages of proceed-
ings and is not expected to have a material effect on the 
Group’s business regardless of its outcome.

10.16 LEGAL PROCEEDINGS

As of 11 August 2017, the Group has a total of 99 employ-
ees, the majority of whom are based in Latvia; one em-
ployee is based in Germany. In 2016, the average number 
of employees working for the Group was 84, and in 2015, 

67. In 2016, the Group’s labour costs including social tax-
es amounted to TEUR 1,341, and in 2015 to TEUR 854. The 
division of the Group’s employees by main categories of 
activities is described in the following table:

10.15 EMPLOYEES AND LABOUR RELATIONS

of the Company at or prior to the Offering for nominal 
value, so that each employee will be able to purchase 
an amount of shares which corresponds to his or her 
monthly salary, divided by the Offer Price.
Creating a safe working environment and caring for 
the health of its employees is one of the main focuses 
of human resource management at the Company. The 
Company has entered into a contract with a health and 
safety advisory and training company to ensure com-
prehensive management of all issues related to health 
and safety.
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Sales of goods and services to related parties (in TEUR) 2016 2015

MADARA Retail 257 300

Cosmetics NORD 475 334

Total 732 634

Purchases of goods and services from related parties (in TEUR) 2016 2015

SIA “MC Properties” 273 611

SIA “Wolf Candles”  7 14

Total 280 625

Introductory Remarks. The Company and certain other Group companies have entered into transactions with related 
parties, which, in the opinion of the Management, are all are made on arm’s length basis. The following tables outline 
the Company’s trading with related parties:

Intra-Group Transactions. Most of the transactions 
with related parties are intra-group transactions 
entered into for the purposes of supply and distribution 
of the Group’s products. As further explained in Section 
“Business Overview”, all the Subsidiaries of the Company 
are engaged in marketing and distribution of the 
products manufactured by the Company. 

Material Agreements with Other Related Parties. In 
the opinion of the Management, the only material 
agreements with other related parties (excluding 
intragroup party transactions) are the agreements with 
SIA “MC Properties”, a company fully controlled by the 
shareholders of the Company:

• The Company and two of its subsidiaries have 
concluded lease agreements with SIA “MC 
Properties” for the lease of premises at Zeltiņu 
iela 131, Mārupe, which is the main location of the 
Company’s operations and the registered address 
of the Company, MADARA Retail and Cosmetics 
NORD. The Company has provided guarantees for 
certain liabilities of SIA “MC Properties” in relation 
to the financing of the purchase of the above land 

10.17 RELATED PARTY TRANSACTIONS

plot. The original amount of the guarantee was 
EUR 1.8 million, and the residual obligations of SIA 
“MC Properties” with respect to the property are 
TEUR 1,554. The details of these agreements are 
provided in Section “Material Agreements”.

• The Company and SIA “MC Properties” have 
concluded a supplementary agreement to the 
lease agreement regarding investments in the 
leased premises and an agreement on securing 
the Company’s rights to real property, as further 
described in Section “Material Agreements”. 

In addition, the Company trades with SIA “Wolf Candles” 
which is a small candles manufacturing business controlled 
by the shareholders of the Company. The Company buys 
candles manufactured by SIA “Wolf Candles” and sells them 
to end-customers with an appropriate mark-up. The total 
amount paid to SIA “Wolf Candles” in 2016 was TEUR 7.

No Material Changes. There have been no material 
changes in the volumes of transactions between related 
parties since the end of the last financial year to the date 
of the Prospectus. 



11 MARKETS AND COMPETITIVE POSITION

Markets Overview. The Group companies are operat-
ing in the market of natural and organic cosmetics and 
personal care. The growing awareness of the potential 
side effects of many substances used in conventional 
cosmetics combined with the increasing appreciation of 
environmental sustainability has led many consumers to 
turn to “green” cosmetics, resulting in the exponential 
growth of the industry. The size of the global market for 
natural and organic cosmetics and personal care prod-
ucts was estimated approximately at USD 10 billion in 
20151 and is expected to reach USD 22 billion by 2024.2 
The Group hopes to benefit from this global trend, as 
besides sales in the home market of Latvia, the Group’s 
products are exported to over 25 countries. The core 
markets for the Group are the North European countries 
with high demand for quality organic products, high dis-
posable income and developed online shopping habits. 
Other European countries and markets outside Europe 
may, however, prove even more important in the future. 

Latvia. Latvia is the home market of the Group, where it 
has a prominent market share in the premium skincare 
segment. The Latvian market presence of the Group is 
characterised by high brand recognition, consumer loy-
alty (87% of customers say that they buy the Group’s 
products regularly) and an average annual growth of 13% 
for the last three years (2014-2016). In 2016, the Group’s 
consolidated turnover in the Latvian market amounted 
TEUR 1,845. Initially, the Company gained popularity as 
a local sustainable skincare manufacturer and now it is a 
well-known success story of Latvian entrepreneurship. 
The main distribution channels in Latvia are the three 
brand boutiques located in three main shopping malls 
Alfa, Spice and Galerija Centrs in Riga and operated by 
MADARA Retail, as well as the brand’s e-commerce plat-
form, staffed counter at the premium department store 
Stockmann, Douglas perfumeries and niche shops.  

11.1 PRINCIPAL MARKETS

Finland. Finland was one of the first export markets 
of the Group. With a 2016 turnover of EUR 1.52 million 
(which is a 58.3% growth compared to 2015), more than 
100 retailers and a powerful e-commerce platform, 
Finland is the largest export market for the Group at 
present. Being one of the most followed beauty brands 
in Finland according to a social media account survey 
carried out in 2016 and the top organic beauty brand, 
“MADARA” dominates the Finnish organic beauty scene. 
The brand’s story of Arctic and Northern ingredients 
is well accepted by the Finnish consumers and gives 
the brand a local image. In order to strengthen brand 
recognition and the perception of the brand as local, 
the Group started unique on-going cooperation with 
a well-known Finnish natural lifestyle advocate, jour-
nalist and blogger Noora Shingler in 2014. This coop-
eration includes regular launches of co-branded prod-
ucts, activities in the media, including social media, and 
events. In cooperation with Noora Shingler, the Group 
has launched a new line of cosmetics which has 4 prod-
ucts so far, all of them being among the best-sellers of 
the range. The main distribution channels in Finland are 
the brand’s e-commerce platform, different depart-
ment stores, such as Stockmann with a brand counter 
at the central store, SOKOS, the EMOTION perfumery 
chain, the Rouhonjuuri organic chain, niche boutiques 
and different online retailers.  

Germany. Germany is another growing and promising 
market for the Group, being the largest cosmetics mar-
ket in Europe and also the largest market for natural and 
organic cosmetics. Distribution in Germany was trans-
ferred to a dedicated distribution entity MADARA Cos-
metics GmbH in July 2016. The Group’s net turnover in 
Germany amounted to TEUR 251 in 2016.

1 Report released in November 2016 by report by Grand View Research, Inc.; report summary available  
at http://www.grandviewresearch.com/industry-analysis/organic-personal-care-market, 29.05.2017. 

2 Market analysis released on Jul 11, 2016 by Persistence Market Research; media release available  
at  http://www.persistencemarketresearch.com/mediarelease/natural-organic-personal-care-product-market.asp, 29.05.2017.
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Estonia. Estonia is a small but dedicated market for the 
Group, which grew 18% y-o-y in 2016. The Group’s brands 
are sold in premium Department stores such as Stock-
mann and Kaubamaja, as well as in more specialized cos-
metics shops. In Estonia, the Group operates through 
a well-established distributor which ensures strategic 
brand support, and employs beauty consultants in key 
shops to educate customers about the most appropriate 
products for their skin. Given the close proximity and cultur-
al similarities to the Group’s home market of Latvia, Estonia 
is one of the early-adopter markets for the Group when it 
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comes to introducing new product lines and market strat-
egies. Estonians are able to shop for the Group’s products 
online with ease due to the availability of madaracosmetics.
ee – a solid web-shop and brand awareness platform in the 
Estonian language which is also supported by local custom-
er service to ensure industry leading support.

Other Promising Markets. Examples of other promis-
ing markets are Spain and Italy, where rapid growth of 
demand for organic skincare is observed and the United 
Kingdom with a highly competitive but growing market. 
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The positioning of the Group’s main brands  
is explained in the following table:

11.2 BRAND POSITIONING

BRAND MADARA MOSSA

Brand 
positioning 
statement

“MADARA” provides natural, highly effective, 
visually attractive skincare products for intel-
ligent, urban women aged 30-40. 
Using locally sourced Nordic ingredients, “MA-
DARA” products are developed and manufac-
tured through extensive research and testing, 
in cooperation with the in-house design team.

“MOSSA” provides natural, healthy and simple  
skincare products for active women at the age  
of 30-40+. 
A straightforward product range with easily re-
cognisable and well-known ingredients (berries).

What makes  
it special

Product ingredients are harvested in the for-
ests, meadows and lakes of the Northern and 
Arctic regions.

Each “MOSSA” product contains extracts from 
particular berries that are grown and harvest-
ed in the Nordic regions, both wild and garden 
species - cloudberries, raspberries, blueberries, 
blackberries, rosehips, currants, sea buckthorn 
berries, rowantree berries, cranberries, cowber-
ries etc.

Brand USP Nature’s most potent ingredients are teamed 
with extensive research, science, and testing – 
to obtain the highest quality and effectiveness 
out of natural plants, to find new highly active 
local ingredients, and to prove that natural 
products can be really effective.

It is scientifically proven that berries and fruits 
grown in Nordic climates contain more concen-
trated doses of nutritional elements.
Healthy, effective ingredients, clear and 
straightforward product line, simple choices 
based on colour codes and detailed descriptions.

Target  
audience

“MADARA” customers are intelligent, urban 
women, who have an acute sense of genuine 
quality. They choose brands and products that 
enhance their lives with highest quality, posi-
tive image, engaging stories, deep experiences. 
They appreciate beautiful things that have been 
made through thought and effort. They appreci-
ate sustainable design and materials.

“MOSSA” customers are women aged 30-40+ 
with an urban lifestyle and average or slightly 
higher incomes. They are busy, thus choose 
brands that make their life easier. They want to 
look good but do not want to spend too much 
time on it, because life has so much else to offer.

Positioning 
and price 
range

“MADARA” is positioned at the lower end of 
the premium price segment in most markets. 
The quality of the products exceeds their price 
level, making them an attractive choice for 
consumers.
Main products are priced at EUR 15-30.
Some of the more advanced product lines 
(Smart Antioxidants, Time Miracle) and facial oils 
are priced at EUR 30-50.

“MOSSA” is positioned at the middle price range, 
with a slightly higher price than most competi-
tors in mass market channels, justifying the 
price with natural, organic ingredients.
Main products are priced at EUR 10-20. 
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Retail  
channels

“MADARA” products are to be offered in pre-
mium beauty stores, department stores and 
small luxury organic shops, including via e- 
commerce channels.

“MOSSA” products are sold through mass market 
skincare channels including beauty chain stores 
like Drogas, hypermarkets and drug stores; but 
also through premium skincare channels and 
perfumeries that include lower price products in 
their assortment. 
In mass market stores, MOSSA usually is placed 
in premium locations either among conven-
tional skincare brands or in a separate natural/
organic skincare section.

Competitors Main competitors to “MADARA” are Lumene, 
Caudalie, Dr. Hauschka and Origins.

“MOSSA”’s competitors are mass product lines 
in each respective country, such as Lumene, 
L’Oreal, Nivea, Lavera, etc.

Product 
lines

“MADARA” product range of over 60 products 
(excluding trial sizes, samples and product 
sets) includes facial cleansers, toners, mois-
turisers, masks, serums, facial oils, eye and 
lip care products. Body and hair care includes 
soap bars, liquid soaps, body moisturisers, de-
odorants, shampoos and conditioners.

“Deep Moisture”: products for everyday care 
contain high levels of plant ingredients, pro-
viding active care for youthful skin. Target au-
dience aged 25-35.

“SOS”: a range of products for extremely dry 
and dehydrated skin.

“Smart Antioxidants”  targets the first signs of 
aging – it is an age-defying botanical complex, 
based on lichen, moss, fern and alchemill. This 
range is for women aged 35-45.

“Time Miracle”: world’s first anti-age products 
based on birch water, a formula with scientifi-
cally proven anti-age effectiveness. Targeted 
at women aged 45+.

“MADARA” also has a small line for baby care. 

“MOSSA” formulations are based on antioxidant, 
vitamin and omega-rich extracts of various 
Nordic berries. The brand was founded in 2014 
to offer affordable natural cosmetics to more 
consumers. The range currently consists of 5 
different skin care lines – 4 for face and 1 for 
body, plus a tinting moisturiser, suitable for all 
skin types and ages. 
“Youth Defence”: Daily cleansers and 
moisturisers for all skin types. Target audience 
aged 25+. 
“Age Excellence”: Antioxidant-rich skin care 
line for age group 35+, based on Black Elder. 
Especially beneficial for mature skin. Hydrates 
and rejuvenates, delivers smoothing, firming 
and lifting properties. 
“Vitamin Cocktail”: Intensely nourishing and 
pampering skin care line, rich in precious 
actives from different Nordic berries. Suitable 
for all ages and skin types, especially for tired, 
dull, dry and lacklustre skin. Restores comfort, 
skin plumpness and radiance. 
“Skin Solutions”: New skin care line for problem 
and acne-prone skin. Clarifies, balances and 
helps to prevent blemishes. 
“Body Lotions”: 3 different body lotions for 
daily skin care – moisturising, nourishing and 
firming. 
“BB Nude Tinting Moisturiser”: Antioxidant-rich 
tinted moisturiser with hyaluronic acid. Natural 
alternative to heavier foundations. Golden 
beige, adapts to every skin tone, hydrates and 
helps to even out complexion. 
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The Company enjoys significant recognition in Latvia 
and has received a number of awards and accolades. 
For example, recently, the Company earned the overall 
second place in the annual corporate reputation rating 
published in June 2017 by Dienas Bizness, the leading 
Latvian daily business newspaper, up from 7th place in 
2016. The rating is based on a wide survey of businesses 

11.3 AWARDS AND RECOGNITION

and the general public. Dienas Bizness has also 
recognised the Company as the Latvian manufacturer 
with the greatest export potential. At the same time, 
Lote Tisenkopfa-Iltnere, the Group’s CEO, came third 
in the newspaper’s top-30 rating of Latvian chief 
executives.
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The Dienas Bizness rating is a useful tool to assess 
the Company’s competitive position and strengths: 
for example, the Company ranked significantly better 
among women compared to men, in line with the 
target group for its products. It ranked better among 
young respondents (18-34) than adults aged 35-50, 
which underscores the changing habits of cosmetics 
consumers, with the younger generation being more 
conscious of the benefits of organic and environmentally 
friendly products. Significantly, the Company was 
ranked second in the category of “Future Orientation” 
(behind Riga International Airport) and second in the 
category of “Responsible Attitude towards Nature” 
(behind the Latvian state forest management company), 
which aligns exactly with the Group’s branding strategy 
and mission statement.
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The cosmetics industry is a competitive industry, of which 
skin care remains an essential part. The overall urbanisa-
tion and technology have brought consumers to a point 
where they are returning to a more natural lifestyle, 
which also applies to cosmetics. Moving towards health-
ier, wellness-oriented lifestyles, consumers around the 
world are increasingly seeking organic products that have 
been developed in an ethical and environmentally friendly 
way across the entire value chain. Retailers who pro-
mote product quality, transparency and sustainability are 
therefore doing better than ever. Sustainability and being 
fair are of increasing importance – successful products are 
manufactured under fair conditions, using renewable en-
ergy, recyclable and post-consumer recycled packaging, 
sourcing local ingredients. Besides North America, which 
is the major market for organic cosmetics, the emerging 
markets in Asia-Pacific are predicted to account for nearly 
60% of skin care’s absolute value growth by 2019.

As the demand for organic products, along with the grow-
ing consumer awareness of chemicals in cosmetics, con-
tinue to affect the global cosmetics industry, large groups 
and major brands operating in the industry are including 
products with natural and organic claims in their ranges 
by changing the focus of their 
ingredients and acquiring natu-
ral skincare brands. The main 
advantage of the larger mar-
ket participants is that they not 
only can produce natural cos-
metics with advanced formu-
las, but they can do it at lower 
costs; however, higher costs 
of smaller manufacturers and 
therefore higher prices com-
pared to the prices of the major 
brands often have little effect 
on customers’ preferences, as 
consumers are willing to pay 
more when buying natural cos-
metics.

Another important trend in the 
cosmetics industry is the rise of 
products based on the individu-
al characteristics of a consum-
er. Personalisation will become 
increasingly important to con-
sumers, in other words, data 
will continue to be a significant 
component of retail success.

11.4 SIGNIFICANT RECENT TRENDS AFFECTING THE INDUSTRY

The majority of the consumers of cosmetics live in ur-
ban environments that put the skin under a heavy envi-
ronmental stress, which increasingly has given rise to a 
trend to use plants that contain high concentrations of 
powerful antioxidants. As environmental pollution and 
radiation generate a lot of free radicals, antioxidants are 
used to interact with free radicals to prevent them from 
harming healthy skin structures. The key to success on 
the market seems to be to combine multiple antioxi-
dants to provide a full spectrum of protection. 

While the demand for organic cosmetics is growing, the 
customer’s interaction and experience through the use of 
diagnostic tools and digital apps, as well as electronic pay-
ments and delivery, are the other areas that are transform-
ing rapidly. As for the e-commerce sales, retailers must 
continue to invest in omnichannel presence. Omnichannel 
bundles include retail stores, online stores, mobile stores, 
mobile app stores as well as other methods of engaging 
with a customer. Several communication channel options 
give the customer the ability to be in constant contact with 
the retailer through multiple means at the same time, and 
the return on investment for customer experiences can be 
quantified by correlating it with customer loyalty.
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12 SELECTED FINANCIAL INFORMATION

The following summary of the selected consolidated financial information of the Group should be read in conjunction 
with the Financial Statements and the Interim Financial Statements. The below tables present only certain selected con-
solidated financial data as of and for the years ended on 31 December 2015 and 31 December 2016 and selected consoli-
dated interim data for periods ending 30 June 2016 and 30 June 2017.

12.1 INTRODUCTION

12.2 INCOME STATEMENT INFORMATION

Consolidated Income Statement (in TEUR) 6m 2017 6m 2016 2016 2015

Reviewed Mgmnt data Audited Mgmnt data

Net turnover        3,585 2,601 5,862        4,196 

Cost of goods sold  -1,361 -1,277  -2,540       -1,817 

Gross profit        2,224        1,324 3,321        2,379 

Sales expenses -1,035 -806 -1,864 -1,470

Administrative expenses -421 -236 -600 -414

Other operating income 72 61 130 41

Oher operating expenses -15 -12 -53 -22

Operating profit 824 330 935 514

Interest and similar income 0 0 3 0

Interest and similar expenses -13 -12 -23 -31

Profit before taxes 811 319 914 482

Enterprise tax for current period -86 -42 -96 -1

Deferred enterprise tax for the current period -13 0 -15 -34

Net profit 713 277 803 448
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12.3 BALANCE SHEET INFORMATION 

Consolidated Balance Sheet (in TEUR) 6m 2017 6m 2016 2016 2015

Reviewed Mgmnt data Audited Mgmnt data

Intangible assets 15 13 12 11

Total intangible assets 15 13 12 11

Long term leased assets 506 564 545 37

Machinery and equipment 870 958 854 1,080

Other fixed assets 193 159 175 113

Fixed assets creation costs 180 23 3 553

Advance payments for fixed assets 15 15 12 0

Total long term fixed assets 1,763 1,719 1,589 1,783

Other long term loans 43 43 43 40

Other investments and securities 1 1 1 0

Total long term financial investments 43 43 43 40

TOTAL LONG TERM ASSETS 1,821 1,776 1,643 1,834

Raw materials 783 667 756 462

Finished goods 586 372 457 286

Advanced payments 105 125 74 80

Total inventories 1,475 1,165 1,286 828

Accounts receivable 888 711 899 609

Other debtors 36 146 39 237

Deferred expenses 0 9 19 9

Accrued income 8 0 28 0

Total accounts receivable 932 866 986 855

Cash and cash equivalents 1,005 232 580 364

TOTAL CURRENT ASSETS 3,412 2,263 2,851 2,046

TOTAL ASSETS 5,233 4,039 4,495 3,881

Share capital 107 107 107 107

Share premium 761 761 761 761

Other reserves 0 0 0 0

Retained earnings 2,734 1,533 2,022 1,339

Previous periods’ retained earnings 2,022 1,256 1,219 891

Current period profit 713 277 803 448

TOTAL EQUITY 3,602 2,401 2,890 2,207
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Long term loans from credit institutions 312 447 380 515

Other creditors (lease liabilities) 142 42 54 15

Deferred income 190 279 234 323

Deferred income tax liability 87 59 74 59

Total long term liabilities 730 826 741 911

Short term loans from credit institutions 135 135 135 135

Prepayments from customers 33 19 26 39

Accounts payables 199 301 252 278

Loans to related companies 0 0 0 0

Taxes payable 171 47 114 34

Other creditors 96 64 83 67

Lease liabilities 44 27 25 17

Deferred income 105 89 89 89

Undrawn dividends 0 60 0 0

Accrued liabilities 119 70 140 103

Total current liabilities 900 811 864 763

TOTAL LIABILITIES 1,631 1,637 1,605 1,674

TOTAL LIABILITIES AND EQUITY 5,233 4,039 4,495 3,881

12.4 CASH FLOW STATEMENT INFORMATION 

Cash Flow Statement (in TEUR) 6m 2017 6m 2016 2016 2015

Reviewed
Mgmnt 

data
Audited

Mgmnt 
data

Profit before taxes 811 319 914 482 

 - depreciation 201 167 384 158 

 - write down of intangible assets 2 2 5 4 

 - creation of provisions (excluding provisions for doubtful debts) 0 0 0 -30

 - other interest receivable and similar income 0 -0 -3 -0 

 - interest payable and similar charges 13 12 23 31 

 - subsidies and grants received -44 -47 -91 -33 

 - investment in fixed assets and write-off 0 0 0 0 

 - other provisions 0 0 0 0 
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Interest paid -13 -12 -23 -31 

Interest received 0 0 0 0 

Tax payments -53 -28 -28 -90 

Cash flow before extraordinary items 867 113 607 400 

Net operating cash flow 867 113 607 400 

Investing cash flow

Fixed assets and intangible assets -354 -107 -115 -1,268 

Granted loans 0 0 0 0 

Proceeds from repayment of loans 0 0 0 37 

Interest received 0 0 3 0 

Other investments / bank’s guarantee received 0 -3 -3 18 

Net investing cash flow -354 -110 -115 -1,213 

Financing cash flow

Loans received 0 0 0 920 

ERDF funding received 0 2 2 445 

Repayment of borrowings -68 -68 -135 -463 

Repayment of leasing -20 -9 -23 -52

Interest paid 0 0 0 0 

Dividends paid 0 -60 -120 -45 

Change in capital 0 0 0 0 

Delete credit 0 0 0 0 

Net financing cash flow -87 -134 -276 804 

Total change in cash 426 -132 216 -9 

Cash and cash equivalents at beginning of the period 580 364 364 373 

Cash and cash equivalents at end of the period 1,005 232 580 364 

SELECTED FINANCIAL INFORMATION

Working capital

 - change in receivables 213 129 -97 -263

- change in inventory -158 -253 -464 -38 

 - change in payables -105 -176 -14  210 

Gross operating cash flow 933 153 658  521 
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Key Ratios and Indicators (management data) 6m 2017 6m 2016 2016 2015

EBITDA (TEUR) 1,027 508 1,307 655

Profitability and sustainability ratios 6m 2017 6m 2016 2016 2015

1. Gross Margin (%) 62 51             57             57 

2. Operating Margin (%) 23 13             16             12 

3. Net Margin (%) 20 11             14             11 

4. ROE (%) 20 12             28             20 

5. ROA (%) 14 7             18             12 

Liquidity ratios 6m 2017 6m 2016 2016 2015

6. Current ratio 3.79 2.79 3.30 2.68

7. Quick ratio 2.15 1.35 1.81 1.60

8. Working capital (TEUR) 2,511 1,452 1,987 1,283

Leverage ratios 6m 2017 6m 2016 2016 2015

9. Financial debt to equity 18% 27% 21% 32%

10.Total liabilities to equity 45% 68% 36% 43%

11. Interest coverage 63.4 28.7 40.2 16.4

12. Net financial debt (TEUR) -373 419 14 318

13. Net gearing -10% 17% 0% 14%

In the opinion of the Management, the following key ratios and indicators  
are the most appropriate considering the nature of the Group’s business:

12.5 KEY RATIOS AND INDICATORS
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Ratio Definition / formula; use and purpose

EBITDA Operating profit1 + depreciation expense + amortization expense  
+ leasehold improvements write-off expense
EBITDA is a widely used profit measure of financial performance that 
represents earnings before interest, taxes, depreciation and amortization, as 
well as leasehold improvement write-off expenses. It is one measure for the 
earning potential of a company that excludes the cost of debt capital and tax 
effects by adding back interest and taxes to net earnings.

Profitability and sustainability ratios

Gross Margin Gross Profit/Net Turnover*100
A company’s gross margin is a measure of profitability and is calculated by 
dividing gross profit by revenue. As such it reflects what percentage of rev-
enues converts into gross profit and shows the earning potential of the com-
pany on the most basic level.

Operating Margin Operating Profit1/Net Turnover*100
A company’s operating margin is a measure of profitability and is calculated by 
dividing the operating profit by revenue. As such it reflects what percentage 
of revenues converts into operating profit, adding further detail to illustrate 
how revenue translates to usable cash.

Net Margin Net profit/Net Turnover*100
A company’s net margin is a measure of profitability and is calculated by 
dividing the net profit by revenue. As such it reflects what percentage of 
revenues converts into net profit. This is the final profit indicator which shows 
the usable cash generated by the company’s operations. The combination 
of gross margin, operating margin and net margin allows the investors to 
follow the path from revenues to net profit in three iterative steps. These 
three margin indicators allow investors greater flexibility in assessing the 
company’s performance.

ROE Net Profit/Shareholder’s Equity*100
The ROE is a performance ratio that evaluates the company’s profits relative 
to the equity invested into the company. It is a measure that determines 
how well the company uses the equity to generate profits and whether the 
company is making good use of the shareholders’ money.

ROA Net Profit/Total Assets*100
The ROA is a performance ratio that evaluates how effectively the company 
uses its assets to generate income and ultimately how dependent the 
company is on its assets to earn a profit. It is a measure that determines 
how well the company uses its assets to generate profits and whether the 
company is utilising its asset base effectively. It also shows how dependent 
the business is on fixed assets.

Liquidity ratios

Current Ratio Current Assets/Current Liabilities
This is a liquidity ratio that offers insight into whether the company has 
sufficient current assets to cover its current liabilities. Liquidity ratios 
provide insight as to whether a company is capable of paying its short-term 
debts on time.

Explanations

89
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Quick Ratio (Current Assets-Inventories)/Current Liabilities
The difference between the current ratio and the quick ratio is the exclusion 
of inventory from current assets, as inventory may not necessarily be easily 
disposable and liquid. A quick ratio of one or more would indicate that the 
company is in solid financial health.

Working capital Current Assets-Current Liabilities
Working capital measures a company’s liquidity, efficiency, and overall 
health, and includes cash, inventory, accounts receivable, accounts payable, 
the portion of debt due within one year, and other short-term accounts. 
A company’s working capital reflects the results of a host of company 
activities, including inventory management, debt management, revenue 
collection, and payments to suppliers.

Leverage ratios

Financial Debt to Equity Loans from Financial Institutions/Total Equity*100
The debt to equity ratio is a financial, liquidity ratio that compares a company’s 
total financial debt to total equity, which reflects the creditor financing used 
relative to investor financing.

Total Liabilities to Equity Total Liabilities/Total Equity*100
The liabilities to equity ratio reveals information about a company’s 
financial risk and determines the ratio between total company liabilities 
relative to equity.

Interest Coverage Operating Profit1/Interest Expense
Interest coverage is a risk ratio that is used to evaluate a company’s solvency. 
It is used to determine how easily the company would be able to pay interest 
on its debt and calculates how many times the company would be able to 
pay its interest expenses using current earnings, i.e. how much room for 
manoeuvrability the company has in order to pay its immediate financial 
obligations, and thus it is a reflection of the company’s solvency level from 
its operational profits.

Net Financial Debt Total Financial Debt – Cash
Net debt indicates a company’s overall financial situation by subtracting 
total value of its cash, cash equivalents and other liquid assets from the total 
value of a company’s financial debts, a process called netting.

Net Gearing (Total Financial Debt-Cash)/Total Equity*100
Net Gearing is a measure of financial leverage calculated by dividing the 
company’s net financial liabilities by stockholders’ equity. If the value is 
negative, then this means that the company has net cash, i.e. cash at hand 
exceeds debt.

1 Operating profit = gross profit - sales expenses - administrative expenses + other operating 
income - other operating expenses; please refer to Section “Income Statement Information” for 
the amounts of operating profit during the period covered by the Financial Statements and the 
Interim Financial Statements.



91

SELECTED FINANCIAL INFORMATION

After the date of the Interim Financial Statements, in 
July 2017, the General Meeting decided to pay divi-
dends in the amount of TEUR 200 on account of the 
profit earned in 2016. Out of this, TEUR 100 has been 
paid out by the date hereof. The remaining TEUR 100 

will be paid out gradually until 30 June 2018. The inves-
tors participating in the Offering will not be entitled to 
these dividends. Other than the above, there has been 
no material change since the date of the Interim Finan-
cial Statements.

12.6 NO SIGNIFICANT CHANGE
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Both financial years covered by the Financial Statements were characterised 
by the growth of sales, attributable mainly to organic growth of the Group in 
its target markets, as explained in more detail below.

In 2016, the Group’s consolidated sales grew by 40% 
(from TEUR 4,196 to TEUR 5,862), while consolidated net 
profit grew almost twice as quickly, by 79%, indicating 
strong growth in efficiency on account of increased 
economies of scale.
The current trends in demand and the existence of ample 

spare production capacity support the Management’s 
expectation for a similar rate of growth in sales in 2017. 
For the immediate future, the growth in sales will be 
based mainly on organic development and particularly 
on the expansion of sales in export markets, as is 
described in the section below. 

13.1 RESULTS OF OPERATIONS (2015 AND 2016)

13 OPERATING AND FINANCIAL  
REVIEW AND PROSPECTS 

Sales and profit evolution (TEUR)
2016  

(audited)
2015  

(mgmnt data)
Growth, 

TEUR
Growth rate

Sales (net turnover) 5,862        4,196 1,666 40%

Cost of goods sold -2,540 -1,817 723 40%

Gross profit        3,321        2,379 943 40%

Operating profit1 935 514 421 82%

Profit before taxes 914 482 432 90%

Net profit for the period 803 448 355 79%

Net turnover (TEUR)

 7,000                                                                                                                                                                                                       

 6,000                                                                                                                                                                                                     

 5,000                                                                                                                                                                                                     

4,000                                                                                                                                                                                                     

 3,000                                                                                                                                                                                                     

 2,000                                                                                                                                                                                                     

 1,000                                                                                                                                                                                                     

          0                                                                                                                                                                                                   

  
2016

5,862

40%

2015

4,196

1Operating profit = gross profit - sales expenses - administrative expenses + other operating income - other operating expenses; 
please refer to Section “Income Statement Information” for further details.
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In addition to sales growth, margin improvements have 
also been prominent. The operating and net profit margins 
increased from 12% to 16% and from 11% to 14% respectively, 
as may be seen in the chart below. 57% of sales is gross profit, 

implying that costs of goods sold comprise 43% of sales. 
After subtracting the costs attributable to distribution, sales, 
administration, marketing, financing and taxes, the net profit 
margin earned in 2016 was 14%.

Growth of Income Statement Positions (% y-o-y 2016 vs 2015)

100%                                                                                                                                                                                                     
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  20%                                                                                                                                                                                                     

     0%                                                                                                                                                                                                     
Net

turnover
Cost of

goods sold
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profit

Operating
profit

Profit  
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taxes

Net profit 
for the

year

40% 40% 40%

82% 90%
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Consolidated Income Statement Margin Breakdown
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Gross profit
Operating profit
Profit before taxes
Net profit for the period

2015 2016

OPERATING AND FINANCIAL REVIEW AND PROSPECTS 
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Profit before taxes (% of t/o)
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Measured in absolute numbers, the largest increase was in net profit before taxes, which stood at 16% in 2016, exhibiting 
90% year-on-year growth against 2015. In absolute numbers, this represents an increase from TEUR 482 to TEUR 914.



95

OPERATING AND FINANCIAL REVIEW AND PROSPECTS 

In 2016, the Company’s total sales increased by 40% com-
pared to 2015, amounting to TEUR 5,862. The main drivers 
for the growth in sales may be approached from the point of 
view of geography, product lines and types of product.

Sales by Target Markets
Geographically, the Group increased sales in markets 

The geographical breakdown of sales is illustrated below: 

13.2 ANALYSIS OF CONSOLIDATED SALES

outside Latvia and the EU by almost 100%, while growth 
in sales within the EU (excluding Latvia) was 52%. The 
slowest rate of growth (12%) was observed in the Lat-
vian market, where the brand is already well known and 
recognised. In terms of absolute numbers, sales within 
the EU (excluding Latvia) accounted for the largest in-
crease at TEUR 1,284.

Sales breakdown 
2016, TEUR 

(audited)
2015, TEUR 

(mgmnt data)
Growth, TEUR Growth, %

EU (excluding Latvia) 3,757 2,473 1,284 52%

Latvia 1,845 1,647 198 12%

Other markets 713 361 351 97%

Discounts -500 -328 172 52%

Other income 47 43 4 10%

Total including discounts 5,862 4,196 1,666 40%

8%

37% 55%

11%

29%
59%

Sales by Brands
The majority of sales was in the “MADARA” product line, 
accounting for 85% of total sales in 2016. This decreased 
slightly from a 89% share in 2015, owing to the continued 
development and increased penetration of the “MOSSA” 
line, which grew from 4% of total sales in 2015 to 8% in 
2016. The growth in the sales of the “MOSSA” brand thus 
outpaced that of “MADARA”, although in absolute terms, 

the increase in “MADARA” sales was larger. The Manage-
ment expects the “MOSSA” brand, which is more afforda-
ble and aimed at mass-market, to continue growing in the 
coming years, as more products are added to the “MOSSA” 
line and as it gains wider recognition and popularity. The 
“MOSSA” product portfolio added 5 products in 2016, in-
creasing the offering under this brand to 19 articles.

EU (excluding Latvia) 
Latvia
Other markets

Geographical Sales Breakdown 2016 
excl. discounts and other income

Geographical Sales Breakdown 2015 
excl. discounts and other income
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Source: unaudited management data of the Company

Sales Breakdown by Brand in 2016Sales Breakdown by Brand in 2015

7% 4%

89%

7% 8%

85%

The Company’s main “MADARA” products are facial 
skincare products, which comprised 51% of sales in 2015, 
and 55% in 2016. The two other largest categories were 
anti-age and body products, each making up 15-17% of 

sales. The body product share in sales decreased from 
17% to 15%. At the same time, hair products and mother & 
baby products maintained their share over the last 2 years, 
respectively at 8% and 2%. 

Contract manufacturing maintained a stable 7% share  
in the sales breakdown, thus growing at the same rate as 
the Group’s branded business.

Sales by Product Type
The distribution of sales of “MADARA” products (including 
contract manufacturing) by product type is shown below.

Source: unaudited management data of the Company

Sales Breakdown by Product Type 2016Sales Breakdown by Product Type 2015

51%

15%

17%

8%

7%
2%

55%

15%

15%

8%
5%

2%

MOSSA
MADARA
Contract manufacturing

Face
Anti-age
Body
Hair
Mother&Baby
Other
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In the first half of 2017, the Group’s consolidated sales continued to grow by 38% y-o-y,  
which is in line with the growth of sales observed in 2016 versus 2015 (which was 40% y-o-y). 

The results of the first half of 2017 compared to the same period in 2016 are as follows:

The most significant change in the first half of 2017 compared to results observed in 2016 is in profit margins. Operating 
profit, profit before taxes and net profit margins have increased significantly when compared not only to the first half 
of 2016, but also to full-year 2016 and 2015 margins.

13.3 INTERIM RESULTS FOR 6 MONTHS 2017

Consolidated Interim Income statement
2017 6m 

TEUR
2016 6m 

TEUR
Growth % 

y-o-y
Growth      

y o-y TEUR

Net turnover        3,585        2,601 38%           984 

Cost of goods sold -1,361 -1,277 7%    84 

Gross profit        2,224        1,324 68%           900 

Operating profit1           824           330 149%           494 

Profit before taxes           811           319 154%           492 

Net profit for the period           713           277 157%           435 

Net turnover (TEUR)

4,000                                                                                                                                                                                                 

3,500                                                                                                                                                                                                 

3,000                                                                                                                                                                                                     

2,500                                                                                                                                                                                                     

2,000                                                                                                                                                                                                     

 1,500                                                                                                                                                                                                     

 1,000                                                                                                                                                                                                   

     500                                                                                                                                                                                                     

          0                                                                                                                                                                                                   

  
2017 6m

3,585

38%

2016 6m

2,601

1Operating profit = gross profit - sales expenses - administrative expenses + other operating income - other operating expenses; please refer to Section “Income  
Statement Information” for the amounts of operating profit during the period covered by the Financial Statements and the Interim Financial Statements.
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As for the growth in sales, this continued to be driven primarily by export markets.  
The growth patterns in the first half of 2017 resembled those observed in 2015 and 2016.

Sales breakdown TEUR
2017 6m 

TEUR
2016 6m 

TEUR
Growth TEUR Growth %

EU (excluding Latvia) 2,328 1,691 638 38%

Latvia 1,053 827 226 27%

Other markets 473 294 179 61%

Discounts -291 -233 59 25%

Other income 22 21 1 2%

Total including discounts 3,585 2,601 984 38%

Consolidated Interim Income Statement Margin Breakdown

120%                                                                                                                                                                                                     

100%                                                                                                                                                                                                     

  80%                                                                                                                                                                                                     

  60%                                                                                                                                                                                                     

  40%                                                                                                                                                                                                     

  20%                                                                                                                                                                                                     

     0%                                                                                                                                                                                                

100% 100%

51%

13%

23% 23% 20%
12% 11%

62%

2016 6m 2017 6m

Net turnover 
Gross profit
Operating profit
Profit before taxes
Net profit for the period
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After the date of the Interim Financial Statements, in 
July 2017, the General Meeting decided to pay dividends 
in the amount of TEUR 200 on account of the profit 
earned in 2016. Out of this, TEUR 100 has been paid 
out by the date hereof. The remaining TEUR 100 will 
be paid out gradually until 30 June 2018. The investors 
participating in the Offering will not be entitled to 
these dividends.
Other than the above, there has been no material change 
since the date of the Interim Financial Statements. There 
were no material changes in recent trends in production, 

sales, inventory, costs and selling prices since the end 
of the last financial year to the date of the Prospectus. 
Furthermore, there are no known trends, uncertainties, 
demands, commitments or events that are reasonably 
likely to have a material effect on the Company’s 
prospects for at least the current financial year.
The recent trends affecting the industry where the 
Group companies operate are described in Section 
“Markets and Competitive Position”. The Management is 
not aware of any trends having material adverse effect 
on the operations and prospects of the Group. 

The Company expects the sales in 2017 to grow by approximately 30%, that is to approximately EUR 7.6 million.  
The Company expects a similar growth rate for 2018, resulting in an estimated turnover for 2018 at EUR 10 million.

OPERATING AND FINANCIAL REVIEW AND PROSPECTS 

13.4 RECENT TRENDS AND  
DEVELOPMENTS, MATERIAL CHANGE

13.5 OUTLOOK FOR YEARS 2017 AND 2018



101

The Group’s capital resources are generated primarily 
through ordinary business revenues. The Group’s 
business generates sufficient cash flow to meet the 
Group’s working capital and debt service requirements 
(including requirements foreseeable for the next 

12 months of operations). There are no material 
restrictions on the use of the Group’s capital resources 
other than customary covenants included in the 
financing agreements, as described in Section “Material 
Agreements”.

The Company confirms that its working capital (as 
indicated in Section “Key Ratios and Indicators”) is 
sufficient for the Group’s present requirements. The 
consolidated working capital of the Company as at the 
end of 2016 was a positive TEUR 1,987 (an increase from 
TEUR 1,283 in 2015).

The Company’s consolidated current ratio (as indicated 
in Section “Key Ratios and Indicators”) increased to 
3.3x in 2016, which shows that in 2016 the Company’s 
current assets exceeded short-term obligations over 
three times. In 2015 the ratio was 2.7x, resulting in a 
2016 improvement in the current ratio of 22%.

14.1 CAPITAL RESOURCES

14.2 WORKING CAPITAL STATEMENT 

14 CAPITAL RESOURCES 
AND STATEMENTS 
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CAPITAL RESOURCES AND STATEMENTS

Inventory represented 29% of total assets in 2016, an in-
crease from 21% of total assets in 2015, while in absolute 
numbers it has increased 55% y-o-y. This slightly out-
paces the growth in sales, which was 40% in the com-
parable period. The Management expects to improve 
inventory management, as the Group adapts to the in-
dustrial-scale production model and takes measures to 

better cope with the logistics and planning associated 
with rapidly increasing sales.
Inventories, when measured against COGS, amounted 
to 51% in 2016, while in 2015 they were 46%. Invento-
ries accounted only for 22% of total sales in 2016, which 
translates to 2-3 months of sales held on stock in the 
beginning of 2017

In terms of the discipline of accounts receivable and 
accounts payable, the Group has been paying its credi-
tors at a faster rate than it was paid by its customers. In 
2016, accounts payable as a percentage of sales stood at 
only 4%, while accounts receivable were at 17%. In part, 
this is attributable to the fact that accounts payable are 
lower in absolute numbers than accounts receivable by 
almost 4 times. In the meantime, accounts receivable at 
the close of 2016 were 22% of total assets and accounts 
receivable have increased 15% y-o-y, indicating that col-
lection has improved considerably when compared to 

the 40% growth in sales. 
Accounts payable, in turn, were only 6% at the end of 
2016 as a percentage of total assets, with a decline in 
accounts payable of 9% y-o-y when compared to 2015.
The Company’s consolidated quick ratio, which meas-
ures the relation between highly liquid current assets 
(excluding inventories) and short-term liabilities was 
1.8x in 2016, up from 1.6x in 2015. This number shows 
that if repayment of all short-term liabilities would 
have been required on the spot, the Company could eas-
ily cover them with its highly liquid short-term assets.

Other ratios Definition / formula 2016 2015

Inventory as % of COGS Total inventories/(-Cost of goods sold)*100 51% 46%

Inventory as % of t/o Total inventories/Net turnover*100 22% 20%

Accounts receivable as % of t/o Accounts receivable/Net turnover*100 17% 20%

Accounts payable as % of COGS Accounts payables/(-Cost of goods sold)*100 10% 15%

Accounts payable as % of t/o Accounts payables/Net turnover*100 4% 7%

Accounts receivable TEUR As indicated in Section “Selected Financial Information” 986 855

Accounts payable TEUR As indicated in Section “Selected Financial Information” 252 278
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The Company’s consolidated total assets at the end of the 2015 were TEUR 3,881, of which current assets were TEUR 2,046 (53%) 
and non-current assets TEUR 1,834 (47%). Total consolidated liabilities were TEUR 1,674, comprising 43% from total liabilities 
and equity. Of that, a secured loan from AS Swedbank formed the largest single item, worth TEUR 650 at the end of 2015.
Total borrowings have decreased by 13% y-o-y, while the cash balance at the end of 2016 has increased by 59% y-o-y, 
resulting in a net debt close to zero, not taking into account working capital requirements.

14.3 CAPITALISATION AND INDEBTEDNESS

CAPITAL RESOURCES AND STATEMENTS

As at the end of 2016, total assets increased to TEUR 4,495, of which current assets were TEUR 2,851 (63%) and non-current 
assets TEUR 1,643 (37%). Current assets increased by slightly over TEUR 800, for a year-on-year increase of 39%. Total liabilities 
were down slightly, to TEUR 1,605, comprising 36% of total liabilities and equity. Total liabilities decreased 4% year-on-year. 
As of 30.06.2017, the Company’s consolidated capitalisation and indebtedness was as follows:

Total Loans and Cash Development (TEUR)
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Total loans/leasings Cash

682

593
364

580

2015
2016

Capitalization and indebtedness TEUR

Shareholders' equity  

Share capital 107 

Share premium 761 

Other reserves 0 

Retained earnings 2,734 

Total Shareholders' equity (capitalization) 3,602 

  

Total current debt 135 

Guaranteed and secured 135 

Unguaranteed/unsecured 0 

  



CAPITAL RESOURCES AND STATEMENTS

*The Company is a guarantor 
with respect to certain 
obligations of SIA “MC 
Properties” in connection with 
the acquisition of the property 
at Zeltiņu iela 131, Riga (the 
Group’s factory and head office, 
owned by SIA “MC Properties” 
and leased to the Company). 
The original amount of the 
guarantees was EUR 1.8 million, 
and the residual obligations 
of SIA “MC Properties” with 
respect to the property are 
TEUR 1,554.

Total non-current debt (excl. current debt) 312 

Guaranteed and secured 312 

Unguaranteed/unsecured 0 

  

Leasing 186 

  

Total indebtedness 633 

  

Total capitalization and indebtedness 4,235 

  

Cash 1,005 

Liquidity 1,005 

  

Net indebtedness (total indebtedness-liquidity) -373 

  

Consolidated contingent liabilities  

Total amount of assets pledged as collateral (for existing loans of the Company) 2,601 

Guarantees* 1,554 
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As at the date of this Prospectus, the Shares are not 
admitted to trading on Nasdaq Riga First North or any 
regulated market (however, the ticker MDARA has been 
reserved). The Company intends to apply for the admission 
to trading of all the Shares (including the Offer Shares 
subscribed for and issued by the Company and allocated 
to investors as a result of the Offering) on First North as 
soon as possible following the Offering. The Company 
will take all necessary measures in order to comply with 
the rules of First North so that its application would be 
approved. The expected date of admission to trading of 
the Shares on First North with the ticker MDARA is on 
or about 10 November 2017. For general information on 
First North and Nasdaq Riga Stock Exchange, please see 
Section “Latvian Securities Market”.

If the Offering is cancelled in accordance with the terms and 
conditions described in Section “Cancellation of Offering”, 
the Company may choose to apply for the admission to 
trading of all the Shares issued and outstanding as at the 
date of this Prospectus on First North.
The Company has entered into a certified adviser 
agreement with the Global Lead Manager, an official 
certified adviser on First North. The Global Lead Manager 
is an Estonian credit institution operating as a bank as 
its main field of business. The person committed to 
providing certified adviser services to the Company is 
Mr Ivars Bergmanis, on a daily basis acting as the Head 
of Institutional Markets of the Global Lead Manager. The 
agreement has been concluded for an indefinite term.

To contribute to the liquidity of the Shares on First North, 
the Company entered into a market making agreement with 
the Global Lead Manager on 15 August 2017. In accordance 
with this agreement, the Global Lead Manager will place 
binding bid and ask orders in its own name and on its own 
account with Nasdaq Riga in respect of the Shares from 
the admission to trading on First North until November 

2018, on the terms and conditions agreed upon between 
the parties. The Global Lead Manager will ensure that the 
buy and sell orders are placed for at least 85% of the trading 
hours on First North. The maximum spread between bid and 
ask orders will be 10%, calculated from the bid price. The 
minimum volume of buy or sell orders will be EUR 500 and 
maximum volume EUR 2,500. 

15.1 ADMISSION TO TRADING ON FIRST NORTH

15.2 MARKET MAKING

15 ADMISSION TO TRADING 
ON FIRST NORTH AND MARKET MAKING
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Nasdaq Riga Stock Exchange is the only regulated 
securities market in Latvia. Nasdaq Riga Stock Exchange 
is 92.98% owned by Nasdaq Nordic, which in turn is 
owned by Nasdaq, Inc. AS Rietumu Banka owns the 
remaining 7.02% of shares of Nasdaq Riga. Nasdaq is the 
world’s largest exchange company, providing trading, 
exchange technology and public company services 
across six continents, with over 3,500 listed companies.
Nasdaq technology supports the operations of over 70 
exchanges, clearing organisations and central securities 
depositories in more than 50 countries. Nasdaq Nordic 
and Nasdaq Baltic are not legal entities but describe 
the common offering from Nasdaq group exchanges 
in Helsinki, Copenhagen, Stockholm, Reykjavik, Tallinn, 
Riga, and Vilnius. 
Nasdaq Riga is a member of Nordic-Baltic stock exchange 
alliance NOREX since April 2004.
Nasdaq stock exchanges in Tallinn, Riga and Vilnius form 

the Baltic Market, the core idea of which is to minimise 
to the extent possible the differences between the 
three Baltic markets in order to facilitate cross-border 
trading and attract more investments to the region. 
This includes sharing the same trading system and 
harmonising rules and market practices, all with the 
aim of reducing the costs of cross-border trading in the 
Baltic region.
Nasdaq Riga Stock Exchange is a self-regulated 
organisation, issuing and enforcing its own rules 
and regulations consistent with standard exchange 
operating procedures. It is licensed and supervised by 
the Financial Capital Market Commission of Latvia.
Nasdaq Riga Stock Exchange uses the INET Nordic trading 
system for Nordic and Baltic equities trading. Recognized 
as the most advanced securities trading technology in 
the world, INET is Nasdaq’s core technology used on all 
Nasdaq equity markets.

Nasdaq CSD SE (Societas Europaea) is the regional Baltic 
central securities depository (CSD) with a business 
presence in Estonia, Latvia and Lithuania. It was 
established in September 2017 through the merger of 
the Estonian, Latvian and Lithuanian central securities 
depositories in order to leverage the service offering 
in the changing CSD landscape in Europe. Nasdaq CSD 
is part of the Nasdaq Group. Nasdaq, Inc., the ultimate 
parent, provides trade and post-trade services in more 
than 50 countries. 
Nasdaq CSD is licensed under the European Central 
Securities Depositories Regulation (CSDR). The 
depository is powered by modern straight-through 
processing (STP) technology in a solution connected to 
the pan-European TARGET2-Securities (T2S) platform.
Nasdaq CSD operates as:

• a CSD authorized by the Latvian Financial and 
Capital Market Commission to provide CSD 

services in Latvia under the CSDR, and in Estonia 
and Lithuania via its Estonian and Lithuanian 
branches, also acting as the registrar of the 
Estonian Central Register of Securities via its 
Estonian branch;

• the operator of the Estonian securities settlement 
system, which is governed by Estonian law 
and notified to the European Securities and 
Markets Authority (ESMA) in accordance with the 
Settlement Finality Directive;

• the operator of the Latvian securities settlement 
system, which is governed by Latvian law 
and notified to ESMA in accordance with the 
Settlement Finality Directive; and

• the operator of the Lithuanian securities 
settlement system, which is governed by 
Lithuanian law and notified to ESMA in accordance 
with the Settlement Finality Directive.

16.1 NASDAQ RIGA STOCK EXCHANGE

16.2 NASDAQ CSD AND REGISTRATION OF SHARES

16 LATVIAN SECURITIES MARKET
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LATVIAN SECURITIES MARKET

The Baltic stock exchanges have a common 
presentation of all listed Baltic companies on a 
common list, the companies on which are grouped in 
the lists described below. In legal terms, the companies 
are listed on their home market, i.e. the exchange in 
Tallinn, Riga or Vilnius, and supervised by the local 
financial supervisory authority. 
The structure of the lists of securities traded on the 
Nasdaq Tallinn, Riga and Vilnius exchanges is as follows:

• Baltic Main List;
• Baltic Secondary List;
• Baltic Bond List;
• Baltic Fund List;
• First North (alternative marketplace, multilateral 

trading facility, not a regulated market).

Baltic Main List. The Baltic Main List is a line-up of all blue-
chip companies listed on the Tallinn, Riga and Vilnius stock 
exchanges. To be eligible for inclusion, a company must 
have 3 years of operating history, an established financial 
position, market capitalisation of not less than EUR 4 
million, with reporting according to the IFRS, and a free 
float of 25% or worth at least EUR 10 million.

Baltic Secondary List. The Baltic Secondary List 
comprises companies that do not meet quantitative 

admission requirements (free float, capitalisation or 
others) for the Baltic Main List.

Baltic Funds List. The Baltic Funds List contains 
the investment fund units or shares of collective 
investment subjects that are listed and traded on the 
Baltic exchanges in a manner similar to equities.

Baltic Bond List. The Baltic fixed-income instruments are 
presented in a joint Baltic Bond List. These fixed-income 
instruments include Latvian and Lithuanian government 
bonds, and corporate and mortgage bonds of different 
maturities. Since 2015, the first Estonian corporate 
bonds have also been listed and admitted to trading. 
Listing of and trading in fixed-income instruments is 
possible in EUR and in certain other currencies.

First North. First North is a multilateral trading facility 
(MTF), also known as an alternative market, operated by 
the different exchanges within Nasdaq. It does not have 
the legal status of a regulated market. Companies on 
First North are subject to the rules of First North and not 
the legal requirements for the admission to trading on a 
regulated market. Baltic First North is divided into two 
separate lists – First North Baltic Share List and First 
North Baltic Bond List.

Nasdaq Riga Stock Exchanges employ two trading systems:
• INET Nordic – the electronic trading system used 

for trading in equity-market instruments on the 
regulated market and the First North;

• Genium INET – the complete electronic multi-
asset trading system used for trading in fixed-
income instruments on the regulated market as 
well as for the execution of auctions and special 
procedures, such as tender offers, public share 
sales and IPOs.

Commonly recognised as the most sophisticated trading 
platform in the world, INET is the proprietary core 
technology utilised across Nasdaq’s global markets. 
Transactions can be effected in two ways – automatic 
matching, which means that buy and sell orders are 
matched by the trading system automatically according 
to price, displayed volume and time priorities; and 
manual trades – trades negotiated between stock 
exchange members outside of the trading system, with 
brokers entering the deal in the trading system within 
three minutes after its conclusion.

16.3 ADMISSION TO TRADING  
OF SHARES ON NASDAQ RIGA STOCK EXCHANGE

16.4 TRADING ON NASDAQ RIGA STOCK EXCHANGE
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LATVIAN SECURITIES MARKET

The operations of the Nasdaq Riga Stock Exchange are supervised by the Latvian Financial and Capital Markets Commission 
with the purpose of ensuring compliance with the rules and requirements applicable in respect of regulated and non-
regulated capital markets.

According to the Regulation (EU) No 596/2014 of the 
European Parliament and of the Council of 16 April 
2014 on market abuse (the “Market Abuse Regulation”), 
securities market abuse is defined as a concept that 
encompasses unlawful behaviour in the financial markets 
that consist of insider dealing, unlawful disclosure of 
inside information and market manipulation.
The Market Abuse Regulation defines inside information 
as any information of a precise nature, which has not been 
made public, relating, directly or indirectly, to one or more 
issuers or to one or more financial instruments, and which, 
if it were made public, would be likely to have a significant 
effect on the prices of those financial instruments or on 
the price of related derivative financial instrument. When 
such information is made public, there is an increased risk 
of fluctuations in the price of the relevant security and of 
related derivative instruments.
Inside information is usually regarded to be misused 
when it is used as basis for transactions (or as basis for 
advice to third parties) or unlawfully disclosed to any 
other person.
As to market manipulation, the Market Abuse Regulation 
sets forth a non-exhaustive list of actions that qualify 
as market manipulation, such as actions that give, or 
are likely to give, false or misleading signals as to the 
supply of, demand for, or price of, a financial instrument; 
secure, or are likely to secure, the price of one or several 
financial instruments, etc. The regulation also states 
that certain particular behaviour can be considered to 

constitute market manipulation, such as the conduct by 
a person, or persons acting in collaboration, to secure 
a dominant position over the supply of or demand for a 
financial instrument, related spot commodity contracts 
or auctioned products based on emission allowances 
which has, or is likely to have, the effect of fixing, 
directly or indirectly, purchase or sale prices or creates, 
or is likely to create, other unfair trading conditions; the 
buying or selling of financial instruments, at the opening 
or closing of the market, which has or is likely to have 
the effect of misleading investors acting on the basis 
of the prices displayed, including the opening or closing 
prices; etc.
The Market Abuse Regulation sets an obligation to EU 
member states to, in accordance with national law, 
provide for competent authorities to have the power 
to apply appropriate administrative sanctions and take 
other administrative measures in relation to misuse 
of inside information and infringements of market 
manipulation prohibition.
The Financial Instrument Market Law of the Republic 
of Latvia establishes in the light of abovementioned 
obligation a number of administrative offences related 
to misuse of inside information and market abuse that 
are punishable with fines of variable gravity. Dependant 
on the circumstances of the offence, misuse of inside 
information and market manipulation may be qualified 
as criminal offences under the Criminal Law of the 
Republic of Latvia.

16.5 FINANCIAL SUPERVISION

16.6 ABUSE OF SECURITIES MARKET
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GLOSSARY

Term Definition

Articles of Association The Articles of Association of the Company effective as at the date of this Prospectus.

Latvian Enterprise Register
The Register of Enterprises of the Republic of Latvia, the authorised state institution 
for keeping and maintaining the commercial register.

Company
AS “MADARA Cosmetics”, a Latvian joint stock company, registered in the Latvian  
Enterprise Register under register code 40003844254, registered address at  
Zeltiņu iela 131, Mārupe, Mārupes nov., LV-2167, Latvia.

Cosmetics NORD
SIA “Cosmetics NORD”, a Latvian limited liability company, registered in the Latvian 
Enterprise Register under register code 40103277805, registered address at 
Zeltiņu iela 131, Mārupe, Mārupes nov., LV-2167, Latvia.

ECRS
The Estonian Central Register of Securities, operated by Nasdaq CSD SE Estonian 
branch, address Tartu mnt 2, 10145 Tallinn, Estonia.

EUR
The official currency of Eurozone countries, including Estonia, Latvia and Lithuania, 
the euro.

Eurozone
The economic and monetary union (EMU) of the European Union member states,  
which have adopted euro as their single official currency.

Financial Statements See Section 1.5 (“Accounting Principles and Financial Statements”).

First North The Nasdaq First North multilateral trading facility operated by AS “Nasdaq Riga”.

General Meeting
The General Meeting of shareholders of the Company, the highest governing body  
of the Company.

Global Lead Manager
AS LHV Pank, a bank registered as a public limited company in Estonia, registered  
in the Estonian Commercial Register under register code 10539549, registered 
address Tartu mnt 2, 10145 Tallinn, Estonia.

Group The Company and all its subsidiaries.

Institutional Offering
The offering of the Offer Shares to institutional investors in reliance on certain 
exemptions in the national securities legislation of each relevant country, which  
does not constitute a public offering of the Offer Shares in any jurisdiction.

Interim Financial  
Statements

See Section 1.5 (“Accounting Principles and Financial Statements”).

LCSD
The central securities depository in Latvia, operated under business name Nasdaq 
CSD SE.  

MADARA Retail
SIA “MADARA Retail”, a Latvian limited liability company, registered in the Latvian 
Enterprise Register under register code 40103212103, registered address Zeltiņu iela 
131, Mārupe, Mārupes nov., LV-2167, Latvia.

Management The Management Board and the Supervisory Board of the Company.

Management Board The Management Board of the Company.
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GLOSSARY

Nasdaq CSD
Nasdaq CSD SE (Societas Europaea), the regional Baltic central securities depository 
(CSD), register code 40003242879, registered address Vaļņu iela 1, Rīga LV-1050, 
Latvia. 

Nasdaq Riga Stock  
Exchange

The only regulated market operated by AS “Nasdaq Riga” (register code 40003167049, 
registered address Vaļņu iela 1, Riga, LV-10150, Latvia).

Offer Price The final price per each Offer Share, which is a fixed price of EUR 6.25.

Offer Shares
Up to 530,442 Shares (including the over-allotment option) that are being offered to 
investors in the course of the Offering.

Offering The Retail Offering, the Private Offering and the Institutional Offering together.

Offering Period
The period within which investors will have the opportunity to submit Subscription 
Undertakings, starting from 16 October 2017 (included) and ending on 3 November 
2017 (included).

Private Offering
The offering of the Offer Shares privately to individually identified non-institutional 
and non-qualified investors.

Prospectus This issue prospectus.

Retail Offering
The offering of the Offer Shares to retail investors in Latvia and Estonia, which is a 
public offering of securities in these countries.

Section A section of this Prospectus.

Share
The bearer shares of the Company with the nominal value of EUR 0.1, registered in the 
LCSD under ISIN code LV0000101624.

Shareholder
Natural or legal person(s), holding the Share(s) of the Company at any relevant point 
of time.

Subscription Undertaking
An order submitted by an investor for the purchase of the Offer Shares in accordance 
with the terms and conditions of the Offering.

Subsidiaries
MADARA Retail, Cosmetics NORD and Madara Cosmetics GmbH (a German limited 
liability company, registration code HRB 177 689, registered address Potsdamer Platz 1,  
10785 Berlin, Germany).

Supervisory Board The Supervisory Board of the Company.

Summary The summary of this Prospectus.

TEUR Thousands of euro.
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GLOBAL LEAD MANAGER

AS LHV Pank
(Tartu mnt 2, 10145 Tallinn, Estonia)

LEGAL COUNSEL TO COMPANY

Advokaadibüroo Primus OÜ (Estonia), Zvērinātu advokātu birojs Primus (Latvia)
(Kai 1, 10111 Tallinn, Estonia / Kr. Valdemara str. 21, LV-1010, Riga, Latvia)

AUDITORS

Deloitte Audits Latvia SIA
(Grēdu iela 4a, Riga, LV-1019, Latvia)

COMPANY

AS “MADARA Cosmetics”
(Zeltiņu iela 131, Mārupe, Mārupes nov., LV-2167, Latvia)
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