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Directors’ report

The directors present therr report and the audited financial statements for the year ended 31 October
2016

Principal activities

The Group's principal activities, which are unchanged since last year, are mainly the manufacture and
sale of qualty menswear and ladies wear locally and within the European Unicn and from the operations
of a hotel locally.

The company's principal activity, which 1s unchanged since last year. 1s that of holding investments
Review of the business

The Group's level of business continued to decrease during the current financial year The Group’s and
company’s financial positions remain satisfactory The directors expect that the Group’s present level of
activity and results will improve in the foreseeable future,

Results and dividends

The consolidated financial resulis are set ocut on page 7 The directors have proposed and paid a final
dividend on ordinary shares of €600.000 (2015 €143,000) and on preterence shares of €10.832
(2015- €37.970)

Directors
The directors of the company who held office durning the year were

Peter Borg {Managing Director)
Karen Bugeja

Sam Borg

Alexandra Borg

Christine Demiccli

The company's Articles of Association do not require any directars to retire
Statement of directors’ responsibilities for the financial statements

The directors are required by the Maltese Companies Act, 1995 to prepare consolidated financial
statements which give a true and fair view of the state of affairs of the Group as at the end of each
reporting penad and of the profit or loss for that period

In preparing the consolidated financial statements, the directors are responsible for:

+« ensunng that the consolidated hnancial statements have been drawn up in accordance with
International Financial Reporting Standards as adopted by the EU (as modified by Article 174 of
the Maltese Companies Act, 1995);

s selecting and applying appropnate accounting policies,

» making accounting estimates that are reasonable in the circumstances,

+« ensuring that the financial statements are prepared on the going concern basis unless it I1s
inappropriate to presume that the Group will continue 1n business as a going concern.
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Directors’ report - continued
Statement of directors’ responsihilities for the financial statements - continued

The directors are also responsible for designing, implementing and maintaining internal control as the
directors determine I1s necessary to enable the preparation of consclidated financial staterments that are
free from matenal misstatement, whether due to fraud or error, and that comply with the Maltese
Companies Act, 1995 They are also responsible for safeguarding the assets of the Group and hence for
taking reasonable steps for the prevention and detection of fraud and other irregulanties

The censolidated financial statements of Borchild Lirmited for the year ended 31 October 2016 are
included in the Annual Report 2016, which 1s published in hard-copy printed form and may be made
avaitable on the Group’s website The directors are responsible for the maintenance and integrity of the
Annual Report on the website In view of their responsibility for the controls over, and the secunty of, the
website Access to information published on the Group's website 1s available in other countries and
jurisdictions, where legisiaton governing the preparation and dissemination of conschdated financial
statements may differ from requirements or practice in Malta

Auditors

PricewaterhouseCoopers have indicated their willingness to continue n office and a resolution for their re-
appeointment will be proposed at the Annual General Meeting

;’/f/
On behalf of4hg board , P

L are|
irector Director
Registered office

“St Therese”

Hughes Hallet Street

Sliema

Malta

05 September 2017
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Independent auditor’s report

To the Shareholders of Borchild Limited
Report on the Financial Statements for the year ended 31 October 2016

We have audited the consolidated and the stand-alone parent company financial statements of Borchild
Limited on pages 5 to 56 which comprise the conscolidated and parent company statements of financial
position as at 31 October 2016, the consolidated and parent company statements of income,
comprehenstve income, of changes In equity, and the consohdated and parent company statements of
cash flows for the year then ended, and a summary of signficant accounting policies and other
explanatory notes

Dhrectors’ Responsibility for the Financial Staternents

The directors are responsible for the preparation and fair presentation of these financial statements In
accordance with Iinternational Financial Reporting Standards (IFRSs) as adopted by the EU and the
requirements of the Maitese Companies Act, 1995 As described in the statement of directors’
responstbiities on pages 1 and 2, this responsibility includes designing, implementing and maintaining
Internal control relevant {o the preparation and fair presentation of financial statements that are free of
material misstatement, whether due to fraud or error, selecting and applying appropnate accounting
policies; and making accounting estimates that are reasonable in the circumstances

Auditor's Responsibitity

Qur responsibility 18 to express an opinion on these financial statements based on our audit We
conducted our audit in accordance with International Standards on Auditing Those standards require that
we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
whether the financial statements are free of material misstatement

An audit invalves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements The procedures selected depend on the auditor's judgment, including the
assessment of the nsks of matenal misstatement of the financial statements, whether due to fraud or
error In making those nsk assessments, the auditor considers intemal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropnate In the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity's internal control An audit also includes evaluating the approprateness of accounting policies
used and the reasonableness of accounting estimates made by the directors, as well as evaluating the
overall presentation of the financial statements.

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

Opinion
In our opinien the financial statements
*« qgive a true and farr view of the financial position of the Group and the parent company as at 31
October 2016, and of the Group’s and the parent company’s financial performance and their cash
flows for the year then ended in accordance with IFRSs as adopted by the EU, and
» have been properly prepared in accordance with the requirements of the Maltese Companies Act,
1995




Independent auditor’s report - continued
Report on Other Legal and Regulatory Requirements for the year ended 31 October 2016
We also have responsibilities under the Maltese Companies Act, 1995 to report to you If, in our opinion,

» The information given in the directors’ report 1s not consistent with the financial statements

s Adequate accounting records have not been kept, or that returns adequate for our audit have not
been receved from branches not visited by us

* The financial statements are not In agreement with the accounting records and returns.

*»  We have not received all the information and explanations we require for our audit.

e Certain disclosures of directors’ remuneration specified by law are not made in the financial
statements, giving the required particulars in our report

We have nothing to report to you in respect of these responsibilities,

PricewaterhouseCoopers

78 Mill Street
Qormi
Malta

{ Pone

Fabio Axisa
Partner

05 September 2017




Statements of financial position

ASSETS

Non-current assets

Property, plant and equipment
Investment property
Investments In subsidianes
Investment In joint venture
Investment in associates
Avallable-for-sale investments
Loans and advances

Trade and other receivables

Total non-current assets

Current assets

inventories

Trade and other receivables
Current tax assets

Term placements

Cash and cash equivalents

Total current assets

Total assets

Notes

Coo~Noh K

-
o
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As at 31 October

Group ' Company
2016 2015 2016 2015
€ € € £
15,931,226 10,877,619 - :
700,627 1825014 . :
- ) 26,136 26,136
. 19,370 - :
550 i :
258,240 243,337 .
2145739 1,973,539 -
452,119 477.453 :
19,488,510 15,416,332 26,136 26,136
15,647,286 14,514,885 - -
4,379,352 4,432,099 76,031 76,031
16,093 150,349 - -
7,670 7.579 - -
898,458 550,818 4,139 4,871
20,948,859 19,655,730 80,170 80,902
40,437,369 35,072,062 106,306 107,038




Statements of financial position - continued

EQUITY AND LIABILITIES

Capital and reserves attributable
to equity holders of the company

Share capital
Revaluation reserves
Other reserves
Retained earnings

Non-controlling interests

Total equity

Non-current liabilities
Deferred taxation
Borrowings

Total non-current habibties

Current liabilities
Borrowings

Trade and other payables
Current tax habiliies

Total current habilities
Total labihties

Total equity and liabilities

Notes

15
16
17

18

19
20

20
21
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As at 31 Qctober

Group Company
2016 2015 2016 2015
€ € € £
46,587 46,587 46,587 46,587
1,787,197 579.692 - -
86,229 86.229 - -
5,402,735 5,543,933 12 887
7,322,748 6,256,441 46,599 47,474
20,733,563 17.703.435 - -
28,056,311 23,959,876 46,599 47,474
1,164,711 658,693 - -
2,618,150 1,884,417 - -
3,782,861 2,543110 - -
5,183,276 5,561,572 - -
3,375,156 2,958,628 59,707 51,485
39,765 48,876 - 8,079
8,598,197 8,569,076 59,707 59,664
12,381,068 11,112,186 59,707 59,564
40,437,369 35,072,062 106,306 107,038

The notes on pages 13 to 56 are an integral part of these consolidated financial statements

The fpangsl/statements on pages 5 to 56 were authorised for 1ssue by the board o5 September 2017
wefé/signed on its behalf by’ -
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Income Statements

Revenue
Cost of sales

Gross profit

Administrative expenses

Selling expenses

Other operating (expenses)/income

Operating profit/(loss)

Investment and other related income
Finance income

Finance costs

Share of profit from joint venture

Profit before tax
Tax expense

Profit for the year

Profit for the year
Owners of the company
Non-controlling interests

Earnings per share

The notes on pages 13 to 56 are an integral part of these consolidated financial statements

Notes

22
23

23
23
23

26
27
28

29

30

Year ended 31 October

Group Company
2016 2015 2016 2015
€ € € 3
20,621,717 21,721,846 -

(13,920,335) (15,078,972) - -
6,701,382 6,642,874 - -
(2,460,313) (2,456,011) (875) (2,994)
(3,668,307) (3,462,643) - -

{40,870) {40,149) - 2,998
531,892 684,071 (875) 4
45,917 405,478 156,060 37,194

51,781 51,672 - -

(280,946) (233,625) - -

- 3,683 - -

348,644 911,279 155,185 37,198

(46,591) {56,524) - -

302,053 854,755 155,185 37,198
78,322 221,824
223,731 632,931
302,053 854,755
3.92 1109
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Statements of comprehensive income

Year ended 31 October

Group Company
Notes 2016 2015 216 2015
€ £ € €
Profit for the year 302,053 854,755 155,185 37,198

Other comprehensive income
ltems that wilf not be reclassified lo
profit or loss
Revaluation surplus on
land and buildings 16,18 5,136,714 - - -
Deferred income taxes on revaluation
surplus anising during the year 19 (513,671)
Movement in deferred tax ability on

revalued land and bulldings,

determined on the basis applicable

to property disposals 19 7,653 131,737 - -
Itemns that may be subsequently

reclassified to profit or loss
Available-for-sale financial assets

- Gains from changes n fair value 9 14,903 175,532 - -
- Reclassification adjustments for

net gains included In profit or loss

upon dispesal 16,18 - (270,548) - -

Currency translation differences (240,385) 98,119

Total comprehensive income for the
year 4,707,267 989,595 155,185 37.198

Total comprehensive income

Owners of the Company 1,222,367 250,070 155,185 37,198
Non-controlling interests 3,484,900 739,525 -
4,707,267 989,595 155,185 37,198

The notes on pages 13 to 56 are an integral part of these consolidated financial statements.
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Statements of changes in equity

Group
Attributable to owners of the parent
Non-
Share Revaluation Other Retained controlling
Notes capital reserves reserves earnings interests Total
€ € € € € €
Balance at 1 November 2014 46,587 570,168 86,229 5,340,579 17,107,688 23,151,251

Comprehensive income
Profit for the year - -

Other comprehensive
Movement in deferred tax
liabiity on revalued land and
buildings, determined on the
basis applicable to property
disposals 19 - 34,242 -
Avallable-for-sale financial
- Gains from changes n fair
value 16,18 - 45,652 -
- Reclassification adjustment
for net gams included in

profit or loss upon disposal 16,18 - (70,370) -
Currency translation differences - - -

221.824 632,931 854,755

- 97,495 131,737

- 128,880 175,532

- (200,17B) (270,548)
18,722 79,397 98,119

Total comprehensive income - 9,624 -

240,546 739,525 989,595

Transactions with owners
Dividends for 2015 - -

(37,192) (143,778) (180,970)

Balance at 31 October 2015 31 46,587 579,692 86,229

5,543,933 17,703,435 23,959,876
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Statements of changes in equity - continued

Group

Notes
Balance at 1 November 2015

Comprehensive income

Profit tor the year

Other comprehensive income:

Revaluation surplus on land and
bulldings ansing dunng the year,
net of deferred tax 16,18

Movement in deferred tax
liability on revalued land and
bulldings, determined on the

basis applicable to property
disposals 19

Gain from changes in fawr
value of avallable-for-sale

financial assets 16,18
Currency translation differences
Total comprehensive income
Transactions with owners
Dwidends for 2016 H

Balance at 31 October 2016

Attributable to owners of the parent

Non-

Share Revaluation Other Retained controlling
capital reserves reserves earnings interests Total
€ € € € € €
46,587 579.692 86220 5543933 17,703,435 23.959,876
- - - 78,322 223,731 302,053
- 1,201,641 - - 3.421402 4,623,043
- 1,989 - 5,664 7,653
- 3,875 - 11,028 14,903
- - (63,460) (176,925)  (240,385)
- 1,207,605 - 14,862 3,484,900 4,707.267
- - - (158,060) (454,772} (610.832)
46,587 1,787,197 86,229 5,402,735 20,733,563 28,056,311

Exchange differences ansing from the translation of the net mnvestment n foreign Group entiies were
deemed immatenal and accordingly have been recognised directly in the mcome statement

10



Statements of changes in equity - continued

Company

Balance at 1 November 2014

Comprehensive income
Profit for the year

Transactions with owners
Dividends for 2015

Balance at 31 October 2015
Comprehensive income
Profit for the year

Transactions with owners
Dividends for 2016

Balance at 31 October 2016

BORCHILD LIMITED

Arnnual Report and Consolidated Financial Statements - 31 October 2016

Share Retained

capital earnings Total
€ € €
46,587 881 47,468
37,198 37.198

(37,192)  (37,192)

46,587 887 47,474
- 155,185 155,185

- (156,060) (156,060)
46,587 12 46,599

The notes on pages 13 to 56 are an integral part of these consolidated financial statements

11
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Statements of cash flows

Year ended 31 October

Group Company
Note 2016 2015 2016 2015
€ 3 € €
Cash flows from operating activities
Cash generated from/(used in} operations 32 2,005,309 (3,152,951) 7,347 -
Investment income 26 45917 405,478 156,060 37,194
Finance income 27 51,781 51,672 - -
Finance expense 28 (280,946) (233,625) - -
Tax refund/(paid) 29 78,554 (156,267) (8,079) -
Net cash generated from/(used In)
operating activities 1,900,615 (3,085,693) 155,328 37,194
Cash flows from investing activities
Purchase of property, plant and equipment 4 (2,268,976) (1.354,168) -
Proceeds from disposal of property,
plant and equipment 66,112 - -
Proceeds from disposal of investment property 1,162,199 - - -
Purchase of available-for-sale investments 9 - (549,195) -
Purchase of associate 8 (559) - - -
Proceeds from disposal of available-for-sale
investments 9 - 2,127,017 - -
Proceeds from disposal of other assets - 238,203 -
Proceeds from disposal of investment in
joint venture 7 14,644 - -
Loans granted to associate 10 (172,200) - - -
Term placements (91) (129)
Net cash (used in)/generated from
investing achvities {1,198,871) 461,728 - -
Cash flows from financing activities
Froceeds from bank borrowings 1,624,434 - - -
Repayments of bank borrowings (712,901) (158,555) - -
Repayments of loans from shareholders (73,274) (309,208) - -
Dividends paid (610,832)  (180,970) (156,060) (37,194)
Net cash generated from/{used in)
financing activities 227,427 (648,733) (156,060) {37,194)
Net movement in cash and cash equivalents 929,171 (3,272,698) (732)
Cash and cash equivalents at
beginning of year 14  (4,854,184) (1,634,980) 4,871 4,871
Effects of currency translation on
cash and cash equivalents (98,709} 53,494 - -
Cash and cash equivalents at end of year 14  (4,023,722) (4,854,184) 4139 4,871

The notes on pages 13 to 56 are an integral part of these consolidated financial statements

12
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Notes to the financial statements

1. Summary of significant accounting policies

The principal accounting policies apphied in the preparation of these financial statements are set out
below These policies have been consistently applied to all the years presented, uniess otherwise
stated

1.1 Basis of preparation

The consoldated financial statements include the financial statements of Borchild Limited and its
subsidiary undertakings These financial statements have been prepared in accordance with
International Financial Reporting Standards (IFRSs) as adopted by the EU and the requirements of
the Maltese Companies Act, 1995 They have been prepared under the historical ¢cost convention,
as modified by the fair valuation of the land and bulldings category of property, plant and equipment
and available-for-sale investments and equity accounting of the investment in joint venture.

The preparation of financial statements in conformity with IFRSs as adopted by the EU requires the
use of certain accounting estmates It also requires management to exercise its judgment in the
process of applying the Group’s accounting pelicies The areas involving a higher degree of
judgment or complexity, or areas where assumptions and estimates are significant to the
consolidated financial statements are disclosed In Note 3 - Cntical accounting estmates and
judgments

Standards, interpretations and amendments to published standards effective in current year

During the current financial year, the Group adopted new standards, amendments and
Interpretations to existing standards that are mandatory for the Group’s accounting period beginning
on 1 November 2015 The adoption of these revisions to the requirements of IFRSs as adopted by
the EU did not result in substantial changes to the company's accounting policies, impacting the
company's financial perfarmance and position

Standards. interpretations and amendments to published standards that are not yet effective

Certain new standards, amendments and interpretations to existing standards have been published
by the date of authonisation for 1ssue of these financial statements, that are mandatory for the
Group's accounting periods beginming after 1 November 2015 The Group has not early adopted
these revisions to the requirements of IFRSs as adopted by the EU and the Group’s directors are of
the apinion that, with the exception of the below pronouncements, there are no requirements that
will have a possible significant impact on the Group’s financial statements in the period of initial
application

IFRS 13, 'Far value measurement’, ams to improve consistency and reduce complexity by
providing a precise definition of fairr value and a single source of fair value measurement and
disclosure requirements for use acrass IFRSs. The requirements do not extend the use of fair value
accounting, but provide guidance on how 1t should be applied where its use 1s already required or
permitted by other standards

13
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Summary of significant accounting policies - continued

1.1 Basis of preparation - continued

IFRS 9., 'Financial instruments’, addresses the classification and measurement of financial assets,
and replaces the multiple classification and measurement models In |IAS 39 with a single model that
has only two classification categones: amortised cost and farr value Classification under IFRS 9 1s
driven by the reporting entity’'s business model for managing the financial assets and the
contractual charactenstics of the financial assets. IFRS 9, ‘Financial instruments’, also addresses
the classification and measurement of financial labilites, and retains the majority of the
requirements in IAS 39 1n relation to financial liabilities The Group 1s considering the implications of
the standard and its impact on the company's financial results and position, together with the timing
of its adoption taking cogrmisance of the endorsement process by the European Commission, and
will also consider the impact of the remaning phases of IFRS 9 when complete

Under IFRS 16, ‘Leases’. a contract Is, or contains, a lease if the contract conveys the nght 1o
control the use of an identified asset for a period of time In exchange for consideration IFRS 16
requires lessees to recognise a lease liability reflecting future lease payments and & 'right-of-use
asset’ for virtually all lease contracts, an optional exemption I1s availlable for certatn short-term
leases and leases of low-value assets. The standard 1s effective for annual periods beginning on or
after 1 January 2019 and earlier application is permitted, subject to endorsement by the EU, and
subject to the Group also adopting IFRS 15 The Group 1s assessing the impact of IFRS 16

1.2 Consclidation
(a) Subsidiaries

Subsidiaries are all entities (including structured entities) over which the Group has centrol The
Group controls an entty when the Group 1s exposed to, or has nghts to, variable returns from its
involvement with the entity and has the ability to affect those returns through its power over the
enhty Subsidiaries are fully consolidated from the date on which control is transferred to the Group.
They are deconsolidated from the date that control ceases

The Group applies the acquisition method to account for business combinations The consideration
transterred for the acquisition of a subsidiary is the far values of the assets transferred, the
llabilities incurred to the former owners of the acquiree and the equity interests 1ssued by the
Group. The consideration transferred includes the fair value of any asset or hability resulting from a
contingent consideration arrangement ldentifiable assets acquired and liabilities and contingent
labilities assumed In a business combination are measured nitially at therr far values at the
acquisiion date. The Group reccgnises any non-controlling interest in the acquiree on an
acquisition-by-acquisition basis, either at farr value or at the non-controlling interest's proporticnate
share of the recognised amounts of acquiree's identifiable net assets

Acquisition-related costs are expensed as incurred

If the business combmnation 1s achieved in stages, the acquisihon date carrying value of the
acquirer's previously held equity interest in the acquiree 1s re-measured to far value at the
acquisition date, any gains or losses arising from such re-measurement are recognised in profit or
loss.

Any contingent consideration to be transferred by the Group is recognised at fair value at the
acquisition date
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Summary of significant accounting policies - continued
1.2 Consolidation - continued
{(a) Subsidianes - continued

Subsequent changes to the fair value of the contingent consideration that is deemed to be an asset
or ability is recogrused In accordance with 1AS 32 either in profit or loss or as a change to other
comprehensive income Contingent consideration that 1s classified as equity 1s not re-measured,
and rts subsequent settlement 15 accounted for within equity.

Inter-company transactions, balances and unrealised gains on transactions between Group
companies are ehminated. Unrealised losses are also elminated When necessary, amounts
reported by subsidianies have been adjusted to conforrn with the Group’s accounting policies, In the
company's separate financial statements, investments in subsidiaries are accounted for by the cost
method of accounting. Provisions are recorded where, in the opinion of the directors, there 1s a
long-term impairment in value Where there has been a permanent diminution in the value of an
investment, it is recognised as an expense In the period in which the diminution 1s 1dentified The
results of Group undertakings are reflected In the company’s separate financial statements only to
the extent of dividends receivable On disposal of an investment, the difference between the net
disposal proceeds and the carrying amount is charged or credited to the income statement

A listing of the Group’s subsidiary undertakings 1s set out In Note 6
{b) Joint arrangements

The Group applies IFRS 11 to all joint arrangements Under IFRS 11 investments in jomt
arrangements are classified as either joint operations or joint ventures depending on the contractual
nghts and obligations each investor. The Group has assessed the nature of its joint arrangements
and determined them to be joint ventures, Joint ventures are accounted for using the equity
method.

Under the equity method of accounting, interests in joint ventures are initially recognised at cost
and adjusted thereafter to recognise the Group's share of the post-acquisition profits or losses and
movements 1n other comprehensive income. When the Group’s share of losses in a joint venture
equals or exceeds 1ts Interests In the joint ventures (which includes any long-term interests that, m
substance, form part of the Group’s net investment in the joint ventures), the Group does not
recognise further losses, unless 1t has incurred obhigations or made payments on behalf of the joint
ventures,

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

In the company's separate financial statements, investments in joint ventures are accounted for by
the cost method of accounting Provisions are recorded where, in the opimion of the directors, there
Is a long-term impairment in value Where there has been a permanent diminution in the value of an
investment, it 1s recognised as an expense in the penod in which the diminution 1s 1dentified. The
results of joint ventures are reflected in the company’s separate financial statements only to the
extent of dividends recewvable. On disposal of an Investment, the difference between the net
disposal proceeds and the carrying amount 1s charged or credited to the income statement.

A listing of the Group's joint ventures 1s show In Notes 7.

15
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Summary of significant accounting policies - continued
1.2 Consolidation — continued
{c} Associates

Associates are all entities over which the group has significant influence but not control, generally
accompanying a shareholding of between 20% and 50% of the voting nights In the conschdated
financial statements, investments in associates are accounted for using the equity method of
accounting and are nitially recognised at cost The group’s investment In associates ncludes
goedwill identified on acquisition, net of any accumulated impairment losses.

The group s share of its associates’ post-acquisition profits or losses 1s recognised in profit or loss,
and its share of post-acquisition other comprehensive Income 1s recognised in other comprehensive
income The cumulative post-acquisition movements are adiusted agamst the carrying amount of
the mvestment When the group's share of losses in an associate equals or exceeds Its interest In
the associate. including any other unsecured receivables, the group does not recoghise further
losses, unless it has incurred obligations or made payments on behalf of the associate

Unrealised gains on transactions between the group and s associates are eliminated to the extent
of the group's interest in the associates. Unrealised losses are also elimnated unless the
transaction provides evidence of an imparment of the asset transferred Accounting policies of
assoclates have been changed where necessary to ensure consistency with the policies adopted
by the group

In the company’s separate financial statements, investments in associates are accounted for by the
cost method of accounting 1 e at cost less impairment. Provisions are recorded where, in the
opinion of the directors, there 1s an impairment in value Where there has been an impairment in the
value of an investment, it 1s recogrised as an expense In the period in which the diminution 1s
identified The resulls of associates are reflected in the company's separate financial statements
only to the extent of dividends receivable. On disposal of an investment, the difference between the
net disposal proceeds and the carrying amount 1S charged or credited to profit or loss

1.3 Foreign currency translation
(2) Functional and presentation currency

ltems included in the financial statements of each of the Group’s entities are measured using the
currency of the prmary economic environment in which the entity operates ('the functional
currency'). The consolidated financial statements are presented in Euro. which 1s the company's
functional and presentation currency.

(b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the rates of
exchange prevailing at the dates of the transactions or valuation where items are re-measured
Foreign exchange gains and losses resulting from the settlement of such transactions and from the
translation at year-end exchange rates of monetary assets and lhabilittes denominated in fareign
currencies are recognised in the income statement
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Summary of significant accounting policies - continued
1.3 Foreign currency translation - continued
{c) Group companies

The resuits and financial pesition of all the Group entihes (none of which has the currency of a
hyper-inflationary economy) that have a functional currency different from the presentation currency
are translated into the presentation currency as follows

(1} assets and habilities for each statement of financial position presented are translated at the
closing rate at the date of the statement of financial position;

(i) income and expenses for each income statement are translated at average exchange rates
{(unless this average 1s not a reasonable approximation of the cumulative effect of the rates
prevaiing on the transaction dates, in which case iIncome and expenses are translated at the
dates of the transactions), and

(ny all resulting exchange differences are racognised In the iIncome statement since they are
deemed to be iImmaterial

Fair value adjustments ansing on the acquisition of a foreign entity are treated as assets and
habilities of the foreign entity and translated at the closing rate. Exchange differences ansing are
recegnised in the income statement since they are deemed to be immatenal

1.4 Property, plant and equipment

All property, plant and equipment 1s imihally recorded at histoncal cost Land and bulldings are
subsequently shown at farr value, based on valuatons by external independent valuers, less
subsequent depreciation for buildings Valuations are performed with sufficient regularity to ensure
that the farr value of a revalued asset does not differ matenally from its carrying amount Any
accumulated depreciation at the date of revaluation 1s ehminated against the gross carrying amount
of the asset, and the net amount Is restated tc the revalued amount of the asset All other property,
plant and equipment is stated at historical cost less depreciation. Histornical cost includes
expenditure that 1s directly attributable to the acquisition of the items. Cost may also include
transfers from equity of any gains/losses on gualifying foreign currency purchases of property, plant
and equipment

Subsequent costs are included In the asset’'s carrying amount or recognised as a separate asset,
as appropriate, only when i1t 1s probable that future economic benefits associated with the tem will
flow to the Group and the cost of the tem can be measured reliably The carrying amount of the
replaced part 15 derecognized. All other repairs and maintenance are charged to the income
statement during the financial peried in which they are incurred

Increases in the carrying amount ansmng on revaluation of land and buildings are credited to other
comprehensive income and shown as revaluation reserves in shareholders’ equity. Decreases that
offset previous ncreases of the same asset are charged In other comprehensive income and
debited against revaluation reserves directly in equity, all other decreases are charged to the
income statement. Each year the difference between depreciation based on the revalued carrying
amount of the asset charged to the income statement, and depreciation based on the asset's
onginal cost 1s transferred from ‘revaluation reserves’' to ‘retained earnings’.
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1.4 Property, plant and equipment - continued

Freehold land 1s not depreciated as 1t is deemed to have an indefimte life Assets in the course of
construction are not depreciated

No depreciation 1s charged on linen, crockery, cutlery, glassware, uniforms and hotel loose tools.
Normal replacements are charged to the income statement.

Depreciation is calculated using the straight-ine method to allocate their cost or revalued amounts
to therr residual values over their estimated useful lives, as follows:

Yo

Buildings 1 - 16%
Plant and equipment 7 - 33
Furniture, fixtures, fithngs and soft furmshings 7 - 25
Motor vehicles 13 - 20

The assets’ residual values and useful lives are reviewed, and adjusted If appropnate, at the end of
each reporting period

Property, plant and equipment is reviewed for imparment whenever events or changes In
circumstances indicate that the carrying amount may not be recoverable. An asset’s carrying
amount 1s wntten down immediately to ts recoverable amount If the asset's carrying amount 1s
greater than its estimated recoverable amount. An impairment loss 1s recognised for the amount by
which the asset's carrying amount exceeds its recoverable amount. The recoverable amount is the
higher of an asset's farr value less costs to sell and value in use For the purposes of assessing
impairment, assets are Grouped at the lowest levels for which there are separately identifiable cash
flows (cash-generating units).

Gains and losses on disposals of property, plant and equipment are determined by comparing
proceeds with carrying amount and are included 1n the income statement. When revalued assets
are sold, the amounts included in the revaluation reserve relating to the assets are transferred to
retained earnings

1.5 Investment property

Investment property, principally comprising freehold office buildings, 1s held for long-term rental
yields or for capital appreciation or both, and is not occupied by the Group. Investment property
also Includes property that 1s being constructed or developed for future use as investment property,
when such dentification is made.

The Group adopts the cost model under 1AS 40, ‘Investment property’, whereby investment
property 15 stated in the statement of financial position at historical cost less accumulated
depreciation and impairment losses Historical cost includes expenditure that is directly attributable
to the acquisition of the items Borrowing costs which are incurred for the purpose of acquinng or
constructing a qualifying investment property are capitalised as part of its cost. Borrowing costs are
capitalised while acquisition or construction is actively underway. Capitalisation of borrowing costs
Is ceased once the asset is substantially complete and 1s suspended if the development of the
asset Is suspended
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1.5 Investment property - continued

Subseguent expenditure is capitalised to the asset's carrying amount only when 1t 1s probable that
future economic benefits associated with the expenditure will flow to the Group and the cost of the
itern can be measured reliably. Alt other repawrs and maintenance costs are charged to profit or loss
duning the financial penod in which they are incurred When part of an investment property Is
replaced. the carrying amount of the replaced part s derecognised

Land 1s not depreciated as it 1s deemed to have an indefinite life. The capitalised costs of buldings
1s amortised using the straight-line method over a maximum of 50 years, In accordance with their
useful lives Useful lives are reviewed, and adjusted If appropnate, at the end of each reporting
period Investment properties are derecognised either when they have been disposed of or when
the investment property 15 permanently withdrawn from use and no future economic benefit I1s
expected from its disposal Gains and losses on disposals are determined by comparing the
proceeds with carrying amount and are recognised in profit or loss

It an investment property becomes owner-occupied, It 1s reclassified as property, plant and
eguipment Its cost and accumulated amortisation at the date of the reclassification becomes its
cost and accumulated depreciation for subsequent accounting purposes When the Group decides
to dispose of an investment property without development, the Group continues 1o treat the
property as an investment property. Similarly, If the Group begins to redevelop an exsting
investment property for continued future use as investment property, It remains an investment
property during the redeveiopment

If an item of property, plant and equipment becomas an Investment property because its use has
changed, its cost and accumulated depreciation at the date of the reclassification becomes its cost
and accumulated amertisation for subsequent accounting purposes.

1.6 Financial assets
1.6.1 Classification

The Group classifies its financial assets (other than investments in joint ventures and associates,
and shares in subsidiary undertakings only in the company's case} in the following categones: at
fair value through protit or loss, loans and receivables and avallable for sale. The classification
depends on the purpose for which the financial assets were acquired. Management determines the
classification of its financial assets at initial recognition.

{a) Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets held for trading A financial
asset 1s classified in this category If acquired principally for the purpose of selling in the short term
Dervatives are also categonsed as held for trading unless they are designated as hedges Assets
in this category are classified as current assets If expected to be settled within 12 months,
otherwise they are classified as non-current.

(b) Loans and receiwvables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market They are included 1n current assets, except for matunties
greater than 12 months after the end of the reporting period. These are classified as non-current
assets The Group's loans and receivables comprise. loans and advances, trade and other
receivables and cash and cash equivalents in the statement of financial position,

19



BORCHILD LIMITED
Annual Report and Consolidated Financial Statements - 31 October 2016

Summary of significant accounting pelicies - continued
1.6 Financial assets — continued

1.6.1 Classification - continued

{c) Available-for-sale financial assets

Avallable-for-sale financial assets are non-denvatives that are erther designated In this category or
not classified in any of the other categories Investments intended 1o be held for an indefinite period
of time, which may be sold in respense to needs for liquidity or changes in interest rates, exchange
rates or equity prices are classified as available-for-sale assets They are included in non-current
assets unless the investment matures or management intends to dispose of it within 12 months of
the end of the reporting pericd

1.6.2 Recognition and measurement

Regular purchases and sales of financial assets are recognised on the trade-date — the date on
which the Group commits to purchase or sell the asset Investments are inihially recognised at fair
value plus transaction costs for all financial assets not carried at fair value through profit or loss
Financial assets carned at fair value through profit or loss are initially recogmsed at farr value, and
transaction costs are expensed in the income statement Financial assets are derecognised when
the rights to receive cash flows from the investments have expired or have been transferred and the
Group has transferred substantially ali risks and rewards of ownership Available-for-sale financial
assets and financial assets at fair value through profit or loss are subsequently carned at fair value.
Loans and receivables are subsequently carried at amortised cost using the effective interest
method

Gains or losses arising from changes in the fair value of the financial assets at fair value through
profit or loss’ category are presented (in the income statement within ‘Other {losses)/gains — net’ in
the penod it which they arise. Dividend income from financial assets at fair value through profit or
loss is recoegnised in the income statement as part of olher income when the Group's nght to
receive payments is established

Changes in the fair value of monetary and non-monetary securities classified as available for sale
are recognised in other comprehensive income.

When securties classifled as avallable for sale are sold or impaired, the accumulated fair value
adjustments recogrised in equity are ncluded in the income statement as ‘Gains and losses from
investment secunties’

Interest on available-for-sale securities calculated using the effective interest methed is recognised
in the income statement as part of finance income Dividends on avallable-for-sale equity
instruments are recognised In the Income statement as part of other iIncome when the Group's rnght
to receve payments 1s established.

1.6.3 Offsetting financial instruments

Financial assets and habilities are offset and the net amount reported in the balance sheet when
there 1s a legally enforceable right to offset the recognised amounts and there 1s an intention to
settle on a net basis or realise the asset and settle the hability simultaneously The legally
enforceable night must not be contingent on future events and must be enforceable In the normal
course of business and in the event of default, insolvency or bankruptcy of the company or the
counterparty.

20



BORCHILD LIMITED
Arnual Report and Consolidated Financial Statements - 31 October 2016

Summary of significant accounting policies - continued
1.6 Financial assets — continued

1.6.4 Impairment of financial assets

(a) Assets carried at amortised cost

The Group assesses at the end of each reporting period whether there 1s objective evidence that a
financial asset or Group of financial assets 1s impaired A financial asset or a Group of financial
assets 1s impaired and imparment losses are incurred only If there 1s objective evidence of
impairment as a result of one or more events that occurred after the inmial recognition of the asset
{a 'loss event’) and that loss event {or events) has an Impact on the estimated future cash flows of
the financial asset or Group of financial assets that can be reliably estimated.

Evidence of impairment may include indications that the debtors or a Group of debtors 18
experiencing significant financial difficulty, default or delinquency in interest or principal payments,
the probability that they will enter bankruptcy or other financial reorganmisation, and where
observable data indicate that there 1s a measurable decrease in the estimated future cash flows,
such as changes in arrears or economic conditions that correlate with defaults.

For leans and recetvables category, the amount of the loss 1s measured as the difference between
the asset’s carrying amount and the present value of estimated future cash flows (excluding future
credit losses that have not been incurred) discounted at the financial asset's ongnal effective
Interest rate. The carrying amount of the asset is reduced and the amount of the loss 15 recognised
In the consolidated income statement. If a loan or held-to-matunty investment has a variable
interest rate, the discount rate for measuring any impairment loss I1s the current effective interest
rate determined under the contract As a practical expedient, the Group may measure impairment
on the basis of an instrument’s farr value using an observable market price,

If, In a subsequent period, the amount of the impairment loss decreases and the decrease can be
related objectively to an event occurnng after the imparment was recognised (such as an
improvement In the debtor's credit rating), the reversal of the previously recognised impairment loss
15 recoghised in the consolidated income statement

{b} Assets classified as available for sale

The Group assesses at the end of each reporting period whether there 15 objective evidence that a
financial asset or a Group of financial assets 1s impaired

For debt securities, if any such evidence exists, the cumulative loss - measured as the difference
between the acquisition cost and the current far value, less any impairment loss on that financial
asset previously recognised in profit or loss - 15 removed from equity and recognised in profit or
loss. If, In a subsequent perod, the fair value of a debt instrument classified as available for sale
increases and the increase can be objectively related to an event occurnng after the impairment
loss was recognised In profit or loss, the impairment loss 1s reversed through the consolidated
income statement

For equity iInvestments. a significant or prolonged decline in the fair value of the secunty below s
cost 15 also evidence that the assets are impaired If any such evidence exists the cumulative loss —
measured as the difference between the acquisition cost and the current fair value, less any
impairment loss on that financial asset previously recognised in profit or loss — 15 removed from
equity and recognised In profit or loss Impairment losses recogrised in the consolidated mcome
statement on equity instruments are not reversed through the consoldated income statement
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1.7 Loans and advances

Under the requirements of 1AS 38. the group’s loans and advances, consisting in the man of
advances to related parties, and only in the company’s case, to a subsidiary, are classified as loans
and receivables, unless the group has the intention of trading the asset immediately or in the short-
term, In which case the loans and advances are categonsed as instruments held-for-trading

All loans and advances are recognised when cash 1s advanced to the borrowers. Loans and
advances are initally recognised at the fair value of cash consideration given or proceeds
advanced, plus transaction costs. These financial assets are subsequently carried at amortised
cost using the effective Interest method The group assesses at the end of each reporting penod
whether there 1s objective evidence that loans and advances are impaired.

1.8 Inventories

(a) Goods held in relation to hotel operations and for resale

Inventories are stated at the lower of cost and net realisable value. The cost of inventories (s
determined by the weighted average cost method. The cost of inventories comprises the invoiced
value of goods and, in general, includes transport and handiing costs Net realisable value i1s the
estimated selling price in the ordinary course of business, less applicable variable selling expenses

(b) Property held for developments and resale

When the main object of a property project 15 development for resale purposes, the asset Is
classified in the financial statements as inventories Property 1s also classified as inventory, where
there i1s a change in use of investment property evidenced by the commencement of development
with a view to sale Such property would be reclassified at the deemed cost, which 1s the fair value
at the date of reclassificaton. Development property 1s carned at the lower of cost and net
realisable value. Cost comprises the purchase cost of acquinng the land together with other costs
incurred during its subseguent development including costs Incurred on demolition, site clearance,
excavation, construction and other related activites Net realisable value 1s the estimated selling
price in the ardnary course of business, less the costs of completion and selling expenses. On
disposal of a revalued asset, amounts in the revaluation reserve relating to that asset are
transferred to retained earnings

1.9 Trade receivables

Trade and other recevables are recognised initaily at fair value and subsequently measured at
amortised cost using the effective interest method, less provision for impairment A provision for
impairment of trade and other recevables 1s established when there 1s objective evidence that the
Organisation will not be able to collect all amounts due according to the onginal terms of
raceivables Significant financial difficultes of the debtor, probability that the debtor will enter
bankruptcy or financial reorganisation, and default or delinquency In payments are considered
ndicators that the receivable 13 impaired. The amount of the provision is the difference between the
assel's carrying amount and the present value of estimated future cash flows, discounted at the
original effective interest rate. The carrying amount of the asset 1s reduced through the use of an
allowance account and the amount of the loss is recogrised 1n profit or loss  When a receivable 1s
uncollectible, 1t is written off against the aliowance account for trade and other receivables
Subseguent recovenes of amounts previously written off are credited to profit or loss
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1.10 Cash and cash equivalents

In the consolidated statement of cash flows, cash and cash eguvalents include cash in hand,
deposits held at call with banks, other short-term highly hiquid investments with onginal maturities of
three months or iess and bank overdrafts. In the consolidated balance sheet, bank overdrafts are
shown within borrowings In current abilities

1.11 Share capital

Ordinary shares are classified as equity Incremental costs directly attributable to the 1ssue of new
ordinary shares or options are shown in equity as a deduction, net of tax, from the proceeds

1.12 Trade payables

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary
course of business from suppliers. Accounts payable are classified as current liabilities If payment
15 due within one year or less {(or in the normal operating cycle of the business If longer). If not, they
are presented as non-current liabilities

Trade payables are recegnised initially at farr value and subsequently measured at amortised cost
using the effective interest method

1.13 Financial liabilities

The group recognises a financial hability in its statement of financial position when it becomes a
party to the contractual provisions of the instrument The group's financial liabilities are classified as
financial iabilities which are not at fair value through profit or loss (classified as ‘Other llabilities'}
under |AS 392. Financial habilities not at fair value through profit or loss are recognised intially at
faur value, being the fair value of consideration received, net of transaction costs that are directly
aitributable to the acquisiticn or the 1ssue of the financial liabiity These liabihties are subsequently
measured at amorhsed cost The group derecognises a financial liability from its statement of
financial position when the obligation specified in the contract or arrangement 1s discharged, 1s
cancelled or expires

1.14 Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred Borrowings are
subsequently carned at amortised cost; any difference between the proceeds (net of transaction
costs) and the redemption value 15 recognised In the income statement over the penod of the
borrowings using the effective interest method.

Borrowings are classified as current habilities unless the Group has an uncondiional nght to defer
seftiement of the liability for at least twelve months after the end of the reporting period.

1.15 Borrowing costs

Interest costs are charged against income without restriction No borrowing costs have been
capitalised

1.16 Offsetting financial instruments
Financial assets and liabilities are offset and the net amount reported in the statement of financial

position when there 1s a legally enforceable nght to set off the recognised amounts and there is an
Intention to settle on a net basis, or realise the asset and settle the liability simultaneously.
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1.17 Current and deferred tax

The tax expense for the period comprises current and deferred tax Tax is recogrised in profit or
loss, except to the extent that it relates to tems recognised in other comprehensive Income or
directly n equity In this case, the tax 1s also recognised in other comprehensive income or directly
In equity respectively

Deferred 1ax 1s recogmised in full, using the liability method, on temporary differences arnsing
between the tax bases of assets and habilites and their carrying amounts in the financial
statements However, deferred tax 1s not accounted for If it anses from nitial recogniton of an
asset or habilty in a transaction other than a business combination that at the time of the
transaction affects neither accounting nor taxable profit or loss. Deferred tax 1s determined using
tax rates (and laws) that have been enacted or substantially enacted by the end of the reporting
period and are expected to apply when the related deferred tax asset is reahsed or the deferred tax
hability 15 settled

The principal temporary differences arise from the far valuation of land and buildings category of
property, plant and equipment and investment property, depreciation on property, plant and
equipment and provisions for impairment of trade and other receivables Deferred tax on the fair
valuation of property. plant and equipment 1s charged or credited directly to the revaluation reserve
Deferred tax on the differance between the actual depreciation on the asset and the equivalent
depreciation based on the historical cost of the asset 1s realised through profit or loss.

Deferred tax assets are recognised to the extent that it 1s probable that future taxable profit will be
availlable against which the temporary differences can be utilised

Deferred tax assets and liabilites are offset when there 1s a legally enforceable night to offsst
current tax assets aganst current tax liabilities and when the deferred tax assets and liabilities
relate to income taxes levied by the same taxation authonty on either the same taxable entity or
different taxable entities where there 1s an intention t¢ settle the balances on a net basis,

1.18 Retirement benefit costs

Group undertakings contribute towards the government pension scheme in accordance with local
legisiation and do not provide for any other post-employment defmed contribution or benefit
retirement plans These costs are recognised as an expense n the income statement during the
year In which they are incurred

1.19 Government grants

Training grants received from the government under the provision of the Business Promotion Act
are credited to the income statement upan receipt An amount equivalent to the traiming grants
received 1s transferred to the Incentives and Benefits Reserve.

1.20 Revenue recoghnition

Revenue 1s measured at the fairr value of the consideration received or receivable, and represents
amounts recevable for goods supplied, stated net of discounts, returns and value added taxes The
Group recognises revenue when the amount of revenue can be reliably measured, when It 1s
probable that future economic benefits will flow to the entity: and when specific cntena have been
met for each of the Group's activities, as described below
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1.20 Revenue recognition — continued
{a) Sales of goods

Sales of goods are recognised when the Group has delivered products to the customer, the
customer has accepted the products and collectability of the related receivables 15 reascnably
assured

(b} Sales of services

Sales of services are recognised in the accounting period in which the services are rendered.

(c) Interest iIncome

Interest income 1s recognised In the income statement for all interest-bearing instruments as it
accrues, on a time-proportion basis using the effective interest method, unless collectability 1s 1n
doubt

{(d) Dividend income

Dividend income I1s recognised when the right to receive payment is established

{e) Sales of property

Sales of property are recognised when the significant nisks and rewards of ownership of the
property being sold are effectively transferred to the buyer This 1s generally considered to occur at
the later of the contract of sale and the date when all obligations relating to the property are
completed such that possession of the property can be transferred in the manner stipulated by the
contract of sale Amounts recerved In respect of sales that have not yet been recognised in the

(fy Other operating iIncome

Other operating income, consisting in the main of management fees receivable from Group
undertakings. I1s recogrised on an accrual basis unless collectability 1s in doubt.

1.21 Leases

Leases of assets where a significant portion of the nsks and rewards of ownership are effectively
retained by the lessor are classified as operating leases. Payments made under operating leases
(net of any Incentives received from the lessor) are charged to the income statement on a straight-
line basis over the pericd of the lease

When an operating lease I1s terminated before the lease penod has expired, any payment reguired

to be made to the lessor by way of penalty 1s recogmsed as an expense in the penod 1n which
termination takes place

1.22 Dividend distribution

Dividend distnbution to the company's shareholders 1s recognised as a liability in the financial
statements In the pernod 1n which the dividends are approved by the shareholders
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2.1 Financial risk factors

The Group's activities potentially expose 1t 1o a vanety of financial nsks market nsk (including
currency risk, fair value interest rate nsk and cash flow interest rate risk and price risk), credit nsk
and hquidity risk. The nature of the Group’s operations implies that financial instruments are
extensively used in the course of its activities The Group's financial instruments principally consist of
cash and bank balances, nvestments (both marketable and otherwise), lvans and advances,
receivables, loans and borrowings, and payables The Group’s overall risk management, coverning
nsk exposures for all Group undertakings, focuses on the unpredictability of financial markets and
seeks to mimimise potential adverse effects on the respective company's financial performance.
The parent company's board of directors provides pnnciples for overall Group nsk management, as
well as policies covering nsks referred to above and specific areas such as investment of excess
hquidity.

(a) Market risk
{1) Foreign exchange risk

Foreign exchange risk anses from future commercial transactions and recognised assets and
llabilities which are denominated in a currency that I1s not the respective entity’s functional currency.
A portion of the group’s sales, purchases and subcontracted labour from a subsidiary are
denominated primanly i Turnisian Dinar, Great British Pound, US dollar and Swedish Krona,
accordingly the group is exposed to foreign exchange risk ansing from such sales and purchases.
A subsidiary domiciled overseas has a functional currency which is different from the euro and 1s
subject to currency nisk n respect of intra-group balances denominated in euro amounting to
€1,360,723 (2015 €1,373,095). The exposures from these instruments and the resultant exchange
differences recognised in profit or loss are not deemed matenal in the context of the group’s figures.

The group’s main risk exposure reflecting the carrying amount of payables denominated in foreign
currencies at the end of the reporting period were not significant

Balances denominated in foreign currencies are settled within very short penods in accordance with
the negotiated credit terms. Also, foreign exchange risk attnbutable to future transactions 1s not
deemed to be matenal since the respective undertakings manage the related nsk by reflecting, as
far as 1s practicable, the impact of exchange rate movements registered with respect to purchases
iIn the respective sales prices by entering into forward contracts in certain instances as outlined
previously.

The group’s revenues, purchases and other expenditure, financial assets and liabilites, including
financing, are mainly denominated in euro, except as outlned above. Management does not
consider foreign exchange nsk aftrbutable to recognised labilities ansing from purchase
transactions denominated in foreign currencies to be significant. Accordingly, a sensitivity analysis
for foreign exchange nsk disclosing how profit or loss and equity would have been affected by
changes In foreign exchange rates that were reasonably possible at the end of the reporting period
IS not deemed necessary
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2.1 Financial risk factors - continued

{a) Market risk - continued

{ii) Price nsk

The Group is exposed to equity securities price risk in view of investments held by the group which
have been classified n the statement of financial position as avallable-for-sale and far value
through profit or loss The group 1s not exposed to commedity price risk To manage its price risk
arising from Investments in equity secunties, the group diversifies its portfalio in terms of listing
status and business sectors of investees A significant portion of the group’s investments are
quoted on the Malta Stock Exchange and are accordingly incorporated in the MSE equity index.
The mpact of a reasonable possible shift in the MSE equity index on the group's available-for-sale
revaluation reserve 1s not deemed sigruficant In the context of the group's figures reported In the
statement of financial position The analysis I1s based on the assumption that the equity index had
increased/decreased by 5% at the end of the reporting period, with all other variables held constant,
and that all the equity Instruments listed on the Malta Stock Exchange moved accordingly to the
historical correlation with the index

(1) Cash flow and faw value inferest rate risk

The Group's operating income and cash flows are substantially independent of changes in market
interest rates The Group’s significant interest-beanng instruments comprise mainly fixed interest
rate advances to related parties and floating rate bank borrowings. Interest rate and related
information 1s disclosed in the respective notes to the consolidated financial statements. As at the
end of the reporting period, the Group did not have any hedging policy with respect to interest rate
risk as exposure to such nsk was not deemed to be significant by the directors Cash flow interest
rate risk 15 the risk that the future cash flows of a financial instrument will fluctuate because of
changes in market interest rates Management considers the potential impact on profit or loss of a
defined interest rate shift that is reasonably possible at the reporting date to be immatenal taking
cognisance of the fact that floating rate instruments comprise bank borrowings

Far value interest rate nsk 1s the nisk that the value of a financial instrument will fluctuate because
of changes in market interest rates The Group 15 exposed to fair value interest rate nisk principaily
In respect of its investments, consisting pnmarly of corporate bonds, which are subject to fixed
interest rates However, the impact of a defined interest rate nsk as at the end of the reporting
penod on the farr value of such financial assets and on the amounts accordingly recognised in
equity 1s deemed immaterial in the context of the figures reported in the Group's statement of
financial position

(b) Credit nsk
Credit nsk anses from cash and cash equivalents, deposits with banks, as well as credit exposures

to customers, including outstanding receivables and committed transactions. The Company's
exposures to credit nsk are analysed as follows
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Financial risk management - continued

2.1 Financial risk factors - continued

{b) Credit nsk - continued

Group Company
2016 2015 2016 2015
€ € € €
Loans and advances (Note 10} 2,145,739 1,873,538 - -
Trade and other receivables (Note 12) 4,379,352 4,432,099 76,031 76,031
Term deposits (Note 13) 7,670 7,579 - -
Cash and cash equivalents (Note 14) 898,458 550,818 4,139 4 871
7,431,219 6,964,035 80,170 80,902

The maximum exposure to credit risk at the end of reporting period 1n respect of the financial assets
mentioned above I1s equivalent to their carrying amount as disclosed in the respective notes to the
financial statements.

The Group banks only with local financial institutions with high quality standing or rating

In view of nature of the Group's activities and the market in which it operates, a imited number of
customers account for a certain percentage of the Group's trade and cther receivables Whilst no
individual customer or Group of dependent customers I1s considered by management as a
significant concentration of credit nsk with respect to trade receivables, these exposures are
monitored and reported more frequently and ngorously These customers trade frequently with the
Group and are deemed by management to have positive credit standing, usually taking cognisance
of the performance history without defaults

The Group manages credit Imits and exposures actively in a practicable manner such that past due
amounts receivable from customers are within controlied parameters. The Group’s trade and other
recelvables, which are not impaired financial assets, are pnncipally debts in respect of transactions
with customers whom there 15 not recent history of default Management does not expect any
losses from non-performance by these customers

The Group also assesses the credit quality of related parties taking into account financial position,
performance and other factors The Group takes cognisance of the related party refationship with
these entities and management does not expect any losses from non-performance or default

As at 31 Oclober 2016, trade recewvables of €31,472 {(2015: €31,472) were impared and the
amount of the provisions In this respect are equivalent to the amounts disclosed The individually
imparred recevables mainly relate to customers which are In unexpectedly difficull economic
situations The Group does not hold any collateral as secunty in respect of the impaired assets

The movements (in the Group’s provisions for impairment of trade receivables are disclosed 1h Note
12 to the financial statements
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Financial risk management - continued

2.1 Financial risk factors - continued

{b) Crednt risk - continued

As at 31 October 2016 trade recewables of €561,501 (2015, €193,167) were past due but not
impaired. These mainly relate to a number of independent customers for whom there is no recent
fustory of default. Whilst a Imited number of customers account for a certain percentage of the
Group’s past due debts, management has not dentifled any major concerns with respect to
concentration of credit nsk as outined above Categonisation of recewvables as past due s
determined by the Group on the basis of the nature of the credit terms in place and credit
arrangements actually utiised 1n managing exposures with customers. The ageing analysis of these
trade recewvables 1s such that these amounts have been past due mainly for more than three
months but for less than one year.

The Group has no significant exposure to credit risk with respect to available-for-sale investments
since these mainly consist of investments quoted on the Malta Stock Exchange and advances to
related parties.

(c) Ligqudity nsk

The Group 15 exposed to hquidity nisk in relation to meeting future obligations associated with its
financial habiities, which comprise borrowings (Note 20) and trade and other payables {Note 21)
Prudent iquidity nsk management includes mantaining sufficient cash and committed credit lines to
ensure the avalability of an adequate amount of funding to meet the Group’s obligations Balances
due within twelve months equal therr carrying balances, as the impact of discounting is not
significant.

Less than Between 1 Between 2 Over
1year and2years andb5 years 5 years Total
€ € € € €

At 31 October 2016
Bank borrowings 5,261,571 339,391 1,243,273 1,320,645 8,164,880
Borrowings from

related parties - 278,162 - - 278,162
Trade and other payables 3,375,156 - - - 3,375.156
8,636,727 617,553 1,243,273 1,320,645 11,818,198

At 31 October 2015
Bank botrowings 5616.403 203,443 598,149 1,060,831 7,478,826
Borrowings from

related parties - 351,436 - - 351,436
Trade and other payables 2,958,628 - - - 2,958,628
8,575,031 554,879 598,149 1,060,831 10,788,890

Management monitors hquidity nsk by reviewing expected cash flows, and ensures that no
additional inancing facilities are expected to be required over the coming year.
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Financial risk management - continued

2.1 Financial risk factors - continued

(c) Liquidity nisk - continued

The Group’s hquidity nsk s actively managed taking cognisance of the matching of cash inflows
and outflows ansing from expected matunties of financial instruments, together with the Group’s
committed bank borrowing faciihes and other related party financing that it can access to meet
Iquidity needs In this respect management does not consider liquidity risk to the Group as
significant taking into account the lquidity management process referred to above

The table above analyses the Group’s financial liabilites into relevant maturnty groupings based on
the remaining period at the end of the reporting period to the contractual maturty date The
amounts disclosed in the table are the contractual undiscounted cash flows, Balances due within
twelve months egual their carrying balances, as the impact of discounting 1s not significant

2.2 Capital risk management

The Group's objectives when managing capital are to safeguard the Group’s ability to continue as a
gong concern (n order to provide returns for shareholders and benefits for other stakeholders and
to maintain an optimal capital structure to reduce the cost of capital. In order to maintain or adjust
the capital structure the Group may adjust the amount of dividends paid to shareholders, issue new
shares or sell assets to reduce debt.

The Group maintains a strong capital base to support the development of its business. The Group's
capital, which consists of its equity as disclosed in the statement of financial position, 1s monitored
taking cognisance of the financial obhgations and commitments ansing from operational
requirements. As at the end of the reporting period, the capital level was deemed adequate by the
directors.

2.3 Fair value estimation

The table below analyses financial assets carned at farr value, by valuation method The different
levels have been defined as follows

« Quoted prices (unadjusted) in active markets for Identical assets or habilities {level 1)

» Inputs other than quoted pnces Included within level 1 that are observable for the asset or
liability, erther directly (that I1s, as pnces) or indirectly (that is, derived from prices) (level 2)

s Inputs for the asset or liability that are not based on observable market data (that 1s,
unobservable inputs) (level 3)

The following table presents the Group’s financial assets that are measured at far value at 31
October 2016 and 2015

Level 1
2016 2015
€ €
Assets
Avallable-for-sale financial assets (Note 9) 258,240 243,337
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Financial risk management - continued
2.3 Fair value estimation - continued

The farr value of financial instruments traded in active markets is based on guoted market prices at
the reporting date A market is regarded as active if quoted prices are readlly and regularly available
from an exchange, dealer, broker, industry Group, prncing service, or regulatory agency, and those
prices represent actual and regularly occurnng market transactions on an arm's length basis, The
guoted market price used for financial assets held by the Company 1s the current bid price. These
instruments are included in level 1. Instruments included in level 1 for the company comprise primarily
listed bonds and equities classified as available-for-sale,

As 31 October 2016 and 2015 the carrying amounts of cash at bank, recevables, payables, accrued
expenses and short-term borrowings reflected in the financial statements are reasonable estimates of
fair value in view of the nature of these instruments or the relatively short penod of time between the
ongination of the instrurments and their expected realisation

The fair value of non-current financial instruments far disclosure purposes are estimated by
discounting the future contractual cash flows at the current market interest rate that 1s available to the
Group for similar financial instruments The carrying amount of the Group’s non-current advances to
related parties fairly approximates the estimated far value of these assets based on discounted cash
flows The fair value of the Group’s non-current floating interest rate borrowings as at the end of the
reporting perod I1s not significantly different from the carrying amounts.

Critical accounting estimates and judgments

Estimates and judgments are continually evaluated and based on historical experience and other
factors including expectations of future events that are beleved to be reasonable under the
circumstances

tn the opinion of the directors, the accounting estimates and judgments made In the course of
preparing these financial statements are not difficult. subjective or complex to a degree which would
warrant their description as critical in term of the requirements of IAS 1

As referred to in Note 4 o the financial statements, the Group’s land and buidings category of
property, plant and equipment are fair valued on the basis of professional advice, which considers
current market prices In an active market for all properties
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Propenrty, plant and equipment

Group

At 1 November 2014
Cost or valuation
Accumulated depreciation

Net book amount

31 October 2015
Opening net hook amount
Exchange differences
Additions

Disposals

Depreciation charge
Depreciation on disposal

Closing net bock amount

At 31 October 2015
Cost or valuation
Accumulated depreciation

Net book amount

31 October 2016
Opening net book amount
Exchange differences
Additions

Disposals

Reclassification to inventories

Revaluation surplus
Depreciation charge
Depreciation on disposal

Closing net book amount

At 31 October 2016
Cost or valuation
Accumulated depreciation

Net book amount

Furniture,
fixtures,
fittings
Land and Plant and and soft Motor
buildings equipment furnishings vehicles Total
€ € € £ €
8,280,967 5,295,234 4,713,464 363,673 18,653,338
(804,597) (3,987,625) (3.420.318) (254,610) (8,467,150)
7.476,370 1,307,609 1,293,146 109,063 10,186,188
7,476,370 1,307.609 1,203,146 109,063 10,186,188
1,917 32,739 9,248 721 44 625
101,566 343,828 908,774 - 1,354,168
- - - (32,378) {32,378)
(118,725) (245,668) (323,486) (19,483) (707,362)
- - - 32,378 32,378
7.461,128 1,438,508 1,887,682 90,301 10,877,619
8,364,450 5,671,801 5,631,486 332,016 20,019,753
(923,322) (4,233,293) (3,743,804) (241,715) (9,142,134)
7.461,128 1,438,508 1,887.682 80,301 10,877,619
7,461,128 1,438,508 1,887,682 90,301 10,877,619
(3,601) (93,628) {(42,808) (1.441} (141 ,676)
1,262,808 350,684 641,558 13,926 2,268,976
- - (100,726) {12,823) (113,549)
(1,396,675) - - - (1,396,675)
5,136,714 - - - 5,136,714
(132,837) {255,252) (321,813) (20.664)  (730,566)
- 17,560 12,823 30.383
12,327,337 1,440,312 2,081,455 82,122 15,931,226
12,747,873 5,928,857 6,129,512 331,678 25,137,920
(420,536)  (4,488,545) (4,048,057) {249,556) (9,206,694)
12,327,337 1,440,312 2,081,455 82,122 15,931,226
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Property, plant and equipment - continued
Fair valuation of property

The principal element of the group's land and buldings, within property, plant and eguipment,
comprising the hotel was revalued on 31 October 2016 by an independent professionally qualified
valuer The book value of this property has been adjusted to the revaluation and the resultant
surplus, net of applicable deferred income taxes, has been credited to the revaluation reserve In
shareholders’ equity and non-controlhing interest (Notes 16 and 18).

The valuation was made on the basis of open market value taking cognisance of the specific
location of the property, the size of the site together with its development potential, the avaiahility of
similar properties in the area, and whenever possible, having regard to recent market transactions
for similar properties in the same location.

The group 15 required to analyse non-financial assets carnied at farr value by level of the far value
hierarchy within which the recurnng far value measurements are categorised In therr entirety
(Level 1, 2 or 3). The different levels of the fair value hierarchy have been defined as tar value
measurements using:

. Quoted prices (unadjusted) in active markets for identical assets (Level 1):

. inputs other than quoted prices included within Level 1 that are observable for the asset,
either directly (that 1s, as pnces) or indirectly (that 1s, derived from pnces) {Level 2},

. Inputs for the asset that are not based on observable market data (that I1s, unobservable

inputs) (Level 3)

The group's land and buildings, within property, plant and equipment, consists of the hotel {which
was revalued} and other operational premises that are owned and managed by group undertakings
All the recurning property fair value measurements at the end of each financial period presented use
signficant unobservable inputs and are accordingly categorised within Level 3 of the far valuation
hierarchy.

The group’s policy 15 to recognise transfers into and out of farr value hierarchy levels as of the
beginning of the reporting penod There were ne transfers between different levels of the fair value
hierarchy during the current and preceding financial years.

A reconciliation from the opeming balance to the closing balance of property for recurnng fair value
measurements categorised within Level 3 of the farr value hierarchy, for the current and preceding
financial years, 1s reflected in the table above.

Newly acquired property during the current year amounting to €1,263,000 and other property
acqguired during recent years with a carrying amount of €1,065,000 have not been revalued since
acguisition or mtial recogniion The directors have assessed the fair values of the respective
properties at 31 October 2018, which far values were deemed to fairrly approximate the carrying
amounts
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