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Statements of total comprehensive income 

         Group         Company 

Notes 2019 2018 2019 2018 

€ € € € 

Revenue 6, 7 27,260,839 18,860,237 211,065 201,014 

Dividend income - - 5,000,000 - 

Operating expenses (5,434,017) (4,872,935) - - 

Gross profit 21,826,822 13,987,302 5,211,065 201,014 

Other income 9 471,940 - 309,362 - 

Administrative expenses (2,243,188) (2,192,440) (620,991) (623,152) 

Marketing expenses (258,635) (202,545) (257,500) (200,844) 

Operating profit (loss) 19,796,939 11,592,317 4,641,936 (622,982) 

Finance income 10 679,315 2,165,936 310,862 2,047,741 

Finance costs 10 (5,512,352) (5,895,121) (5,000,200) (5,123,763) 
Share of loss of equity accounted 
investment (149,169) (180,246) - - 

Fair value gain on investment property 16 - 21,594,200 - - 

Fair value gain on interest rate swap - 30,495 - - 

Profit (loss) before tax 11 14,814,733 29,307,581 (47,402) (3,699,004) 

Tax (expense) income 

- Current tax 12 (401,476) (232,272) (1,682,616) - 
-   Deferred tax on fair value of investment

property 12 - (7,557,970) - - 

- Deferred tax – other 12 118,339 209,133 119,765 209,133 

Profit (loss) for the year 14,531,596 21,726,472 (1,610,253) (3,489,871) 

Other comprehensive income: 

Items that will be reclassified subsequently to profit or loss 

Fair value through other comprehensive 
income: 

- current year gains - - 19,463,086 25,220,021 

Difference on exchange 177,750 338,010 177,750 338,010 
Income tax relating to components of
other comprehensive income (loss) 12, 27 62,212 118,303 (6,816,744) (8,945,312) 
Other comprehensive income for the year,
net of tax 239,962 456,313 12,824,092 16,612,719 
Total comprehensive income for the
year 14,771,558 22,182,785 11,213,839 13,122,848 

Earnings (loss) per share (basic and 
diluted) 13 0.30 0.45   (0.03)           (0.07) 
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Statements of changes in equity 

Group 

Other 

Share components Retained Total 

capital of equity earnings equity 

€ € €         € 

Balance at 1 January 2018 48,002,000 (921,838) 83,446,908 130,527,070 

Profit for the year - - 21,726,472 21,726,472 

Other comprehensive income - 456,313 - 456,313

Total comprehensive income for the year - 456,313 21,726,472 22,182,785 

Balance at 31 December 2018 48,002,000 (465,525) 105,173,380 152,709,855 

Balance at 1 January 2019 48,002,000 (465,525) 105,173,380 152,709,855 

Profit for the year - - 14,531,596 14,531,596 

Other comprehensive income - 239,962 - 239,962

Total comprehensive income for the year - 239,962 14,531,596 14,771,558 

Balance at 31 December 2019 48,002,000 (225,563) 119,704,976 167,481,413 

Company 

Other 

Share components Accumulated Total 

capital of equity losses equity 

€ € €         € 

Balance at 1 January 2018 48,002,000 76,071,503 (34,584,654) 89,488,849 

Loss for the year - - (3,489,871) (3,489,871) 

Other comprehensive income - 16,612,719 - 16,612,719

Total comprehensive income (loss) for the year - 16,612,719 (3,489,871) 13,122,848 

Balance at 31 December 2018 48,002,000 92,684,222 (38,074,525) 102,611,697 

Balance at 1 January 2019 48,002,000 92,684,222 (38,074,525) 102,611,697 

Loss for the year - - (1,610,253) (1,610,253) 

Other comprehensive income - 12,824,092 - 12,824,092

Total comprehensive income (loss) for the year - 12,824,092 (1,610,253) 11,213,839 

Balance at 31 December 2019 48,002,000 105,508,314 (39,684,778) 113,825,536 
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Statements of cash flows 

              Group                Company 

 Notes 2019 2018 2019 2018 

  € € € € 

Operating activities      

Profit (loss) before tax  14,814,733 29,307,581 (47,402) (3,699,004) 

Adjustments 29 5,159,265 (15,582,706) (372,160) 5,061,587 

Net changes in working capital 29 (711,120) 590,773 3,084,330 1,996,686 

Tax paid  (486,870) (296,870) - - 

Net cash generated from operating activities  18,776,008 14,018,778 2,664,768 3,359,269 

Investing activities      

Payments to acquire property, plant and equipment 15 (190,236) (139,565) - - 

Payments to acquire investment property 16 (564,967) (114,801) - - 

Loan from subsidiary company  - - 11,513,721 2,453,069 

Interest received  2,512 1,815 654 205 

Net cash (used in) generated from investing activities  (752,691) (252,551) 11,514,375 2,453,274 

Financing activities      

Repayment of bank loan  (4,446,391) (2,690,782) - - 

Repayment of shareholders’ loan  (4,000,000) (1,000,000) (4,000,000) (1,000,000) 

Repayment of bonds  (1,592,200) - (1,592,200) - 

Payments to lease  (122,142) - - - 

Interest paid  (5,289,045) (5,526,362) (4,814,855) (4,911,519) 

Net cash used in financing activities  (15,449,778) (9,217,144) (10,407,055) (5,911,519) 

Net change in cash and cash equivalents  2,573,539 4,549,083 3,772,088 (98,976) 

Cash and cash equivalents, beginning of year  9,853,949 4,901,935 836,324 935,013 

Cash and cash equivalents before effect of foreign exchange rate changes  12,427,488 9,451,018 4,608,412 836,037 

Effect of foreign exchange rate changes  649,830 402,931 238 287 

Cash and cash equivalents, end of year 22 13,077,318 9,853,949 4,608,650 836,324 
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Notes to the financial statements 

1       Nature of operations  

The group’s principal activity is to directly or indirectly acquire and develop real estate opportunities in Libya 
and invest in any related trade or business venture. 

The company’s principal activity is to act as a holding company and its revenue is derived from management 
fees and dividends. 

 

2       General information and statement of compliance with IFRSs 

Mediterranean Investments Holding p.l.c. is a public limited liability company and is incorporated and 
domiciled in Malta.  The address of the company's registered office is 22, Europa Centre, Floriana FRN 1400, 
Malta. The company is 50% owned by Corinthia Palace Hotel Company Limited of 22, Europa Centre, 
Floriana, FRN 1400, 40% owned by National Real Estate Company of PO Box 64585, Shuwaikh B 70456, 
Kuwait, and 10% owned by Libya Projects General Trading and Contracting Co. of Office 16/Mezzanine 
Block 12, Al Asfour International Company, Al Manqaf, Kuwait.  

The financial statements of the group and the company have been prepared in accordance with International 
Financial Reporting Standards (IFRS) as issued by the International Accounting Standards Board (IASB) and 
as adopted by the European Union, and in accordance with the Companies Act, Cap 386. 

The financial statements are presented in euro (€), which is also the functional currency of the group and its 
subsidiaries. 

 

3       Going concern 

The going concern basis underlying the preparation of these financial statements assumes that the group’s and 
the company’s lenders and creditors will continue to provide the financial support necessary to enable the 
company and the group to meet their debts as and when they fall due. 
 
At the reporting date the group and company had a working capital deficiency of €26.6 million and  €38.1 
million respectively  (2018 deficiency of : €1.2 million and €1.6 million respectively). The significant increase in 
the working capital deficiency is primarily due to two bonds maturing in 2020 totalling €29.4 million which are 
now classified as current liabilities. Various discussions and initiatives are ongoing with the Regulator, 
Government authorities and the holders of the unlisted bond.  These discussions are focused on two alternative 
scenarios, the first is to postpone the redemption of such maturing bonds and the second on issuing a new 
bond to replace the maturing bonds.  In this latter consideration the directors are discussing appropriate 
measures that could be undertaken to ensure that the new bond is listed in July.  Discussions have also been 
initiated for the roll-over of the unlisted bond which matures in October, particularly with a financial institution 
which holds 72.8% of the value of the maturing €11 million unlisted bond. The directors have also obtained 
assurances that the shareholders of the company will continue to financially support the company on an 
ongoing basis, to enable it to meet its liabilities as and when they fall due.  
 
The directors have taken and are still taking various measures to ensure that the group will continue to have 
adequate levels of cash to sustain its operations. 
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On their assessment of the financial position of the group and the company, the directors anticipate that these 
will continue to operate within the banking limits currently agreed. 

 

4      New or revised standards or interpretations 

4.1   New standards adopted as at 1 January 2019 

IFRS 16 ‘Leases’ 

IFRS 16 ‘Leases’ replaces IAS 17 ‘Leases’ along with three interpretations (IFRIC 4 ‘Determining whether an 
Arrangement contains a Lease’, SIC 15 ‘Operating Leases-Incentives’ and SIC 27 ‘Evaluating the Substance of 
Transactions Involving the Legal Form of a Lease’).  

The adoption of this new standard has resulted in the group recognising a right-of-use asset and related lease 
liability in connection with all former operating leases except for those identified as low-value or having a 
remaining lease term of less than 12 months from the date of initial application. An amount of € 638,897 was 
recognised as right of use asset and lease liability of € 239,136 as at 1 January 2019. 

The new standard has been applied using the modified retrospective approach. Application of the new standard 
using the said approach did not result to any adjustment in the company’s opening balance of retained earnings. 
Prior periods have not been restated. 

For contracts in place at the date of initial application, the group has elected to apply the definition of a lease 
from IAS 17 and IFRIC 4 and has not applied IFRS 16 to arrangements that were previously not identified as 
lease under IAS 17 and IFRIC 4. 

The group has elected not to include initial direct costs in the measurement of the right-of-use asset for 
operating leases in existence at the date of initial application of IFRS 16, being 1 January 2019. At this date, the 
group has also elected to measure the right-of-use assets at an amount equal to the lease liability adjusted for 
any prepaid or accrued lease payments that existed at the date of transition.  

Instead of performing an impairment review on the right-of-use assets at the date of initial application, the 
group has relied on its historic assessment as to whether leases were onerous immediately before the date of 
initial application of IFRS 16. 

On transition to IFRS 16 the weighted average incremental borrowing rate applied to lease liabilities 
recognised under IFRS 16 was 6%. 

The following is a reconciliation of the financial statement line items from IAS 17 to IFRS 16 as 1 January 
2019: 

 IAS 17 
carrying 

amount at 31 
December 

2018 

Reclassification Remeasurement IFRS 16 
carrying 

amount at 1 
January 2019 

 € € € € 
Property, plant and equipment - 399,761   - 399,761 
Lease prepayments  399,761 (399,761) - - 
Lease liabilities -  239,136 239,136 
Total  - - 239,136 638,897 

     
The following is a reconciliation of total operating lease commitments at 31 December 2018 to the lease 
liabilities recognised at 1 January 2019: 
  

€ 

Operating lease commitments disclosed at 31 December 2018 (note 15) 253,603 
Discounting using incremental rates  (14,467) 

 

Operating lease liabilities recognised under IFRS 16 at 1 January 2019 239,136 
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4.2    Standards, amendments and interpretations to existing standards that are not yet 

effective and have not been adopted early by the company  

At the date of authorisation of these financial statements, several new, but not yet effective standards, 
amendments to existing standards and interpretations have been published by the IASB.  None of these 
standards, amendments or interpretations have been adopted early by the group and company. 

Management anticipates that all of the relevant pronouncements will be adopted for the first period beginning 
on or after the effective date of the pronouncement.  New standards, amendments and interpretations neither 
adopted nor listed below have not been disclosed as they are not expected to have a material impact on the 
group and company’s financial statements. 

 

5       Summary of accounting policies 

5.1    Overall considerations 

The consolidated and separate financial statements have been prepared using the significant accounting policies 
and measurement bases summarised below. The accounting policies have been consistently applied by the 
group and the company and are consistent with those in previous years. 

5.2    Presentation of financial statements 

The consolidated and separate financial statements are presented in accordance with IAS 1 Presentation of 
Financial Statements (Revised 2007).  The group and the company have elected to present the ‘statement of total 
comprehensive income’ in one statement. 

5.3    Basis of consolidation 

The group financial statements consolidate those of the parent company and all of its subsidiary undertakings 
drawn up to 31 December 2019. Subsidiaries are all entities over which the group has power to control the 
financial and operating policies. MIH p.l.c. obtains and exercises control through voting rights. All subsidiaries 
have a reporting date of 31 December. 

Intra-group balances, transactions and unrealised gains and losses on transactions between the group companies 
are eliminated. Where unrealised losses on intra-group asset sales are reversed on consolidation, the underlying 
asset is also tested for impairment from the group perspective. Amounts reported in the financial statements 
of subsidiaries have been adjusted where necessary to ensure consistency with the accounting policies adopted 
by the group. 

Profit or loss and other comprehensive income of subsidiaries acquired or disposed of during the year are 
recognised from the effective date of acquisition, or up to the effective date of disposal, as applicable. 

Non-controlling interests represent the portion of a subsidiary’s profit or loss and net assets that is not held by 
the group. The group attributes total comprehensive income or loss of subsidiaries between the owner of the 
parent and the non-controlling interests based on their respective ownership interests. 

The consolidated financial statements have been prepared from the financial statements of the following 
companies comprising the group. 

Company Nature of business % ownership 
   
Mediterranean Investments Holding p.l.c. Holding company  
   

Palm City Ltd 
Owns, operates and rents a residential 
compound 100% 

   

Palm City Waterfront Ltd 
Invest, develop and operate real estate 
projects 99.9% 
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5.4    Revenue 

Revenue is mainly derived from leasing out the investment property owned by the subsidiary, and the sales 
generated from the food and beverage outlets within the Palm City residential complex. 

To determine whether to recognise revenue, the group follows a 5-step process: 

1. Identifying the contract with a customer 
2. Identifying the performance obligations 
3. Determining the transaction price 
4. Allocating the transaction price to the performance obligations 
5. Recognising revenue when/as performance obligation(s) are satisfied. 

The group often enters into transactions involving a range of products and services.  In all cases, the total 
transaction price for a contract is allocated amongst the various performance obligations based on their relative 
stand-alone selling prices. The transaction price for a contract excludes any amounts collected on behalf of 
third parties. 

Revenue is recognised either at a point in time or over time, when (or as) the group satisfies performance 
obligations by transferring the promised goods or services to its customers. 

The group recognises deferred income for consideration received in respect of unsatisfied performance 
obligations and reports these amounts as other liabilities in the statement of financial position. Similarly, if the 
group satisfies a performance obligation before it receives the consideration, the group recognises either a 
contract asset or a receivable in its statement of financial position, depending on whether something other than 
the passage of time is required before the consideration is due. 

Interest income is reported on an accrual basis using effective interest rate method. Dividend income, other 
than those from investments in associates, is recognised at the time to receive payment is established. 

5.5     Investments in associates 

Associates are those entities over which the group is able to exert significant influence but which are neither 
subsidiaries nor joint ventures. Investments in associates are initially recognised at cost and subsequently 
accounted for using the equity method. Any goodwill or fair value adjustment attributable to the group’s share 
in the associate is not recognised separately and is included in the amount recognised as investment in 
associates. 

The carrying amount of the investments in associates is increased or decreased to recognise the group’s share 
of the profit or loss and other comprehensive income of the associate. These changes include subsequent 
depreciation, amortisation or impairment of the fair value adjustment of assets and liabilities. 

Unrealised gains and losses on transactions between the group and its associates are eliminated to the extent 
of the group’s interest in those entities. Where unrealised losses are eliminated, the underlying asset is also 
tested for impairment. 

Amounts reported in the financial statements of associates have been adjusted where necessary to ensure 
consistency with the accounting policies of the group. 

5.6     Foreign currency translation 

Functional and presentation currency 

The separate and consolidated financial statements are presented in euro, which is also the functional currency 
of the parent company 
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5.8     Borrowing costs 

Borrowing costs primarily comprise interest on the group’s borrowings. Borrowing costs incurred on specific 
fixed asset projects prior to their commissioning are capitalised as part of the cost of the asset. The capitalisation 
rate used to determine the amount of borrowing costs eligible for capitalisation is based on the average rate of 
interest on bank borrowings. All other borrowing costs are amortised on an effective interest basis over the life 
of the loan facility agreement.  

5.9     Employee benefits 

Contributions towards the state pension in accordance with local legislation are recognised in profit or loss 
when they are due. 

5.10   Intangible assets 

Trademarks are measured initially at purchase cost. Subsequent to initial recognition, intangible assets are stated 
at cost less any accumulated amortisation and impairment losses. 

5.11   Property, plant and equipment 

All items of property, plant and equipment are initially recognised at acquisition cost including any costs directly 
attributable to bringing the assets to the location and condition necessary for them to be capable of operating 
in the manner intended by management. They are subsequently measured at acquisition cost or manufacturing 
cost less subsequent depreciation and impairment losses. 

Depreciation is calculated, using the straight-line method, to write off the cost or valuation of assets over their 
estimated useful lives on the following bases:   

Foreign currency transactions and balances 

Foreign currency transactions are translated into the functional currency of the respective group entity, using 
the exchange rates prevailing at the dates of the transactions (spot exchange rate). Foreign exchange gains and 
losses resulting from the settlement of such transactions and from the remeasurement of monetary items 
denominated in foreign currency at year-end exchange rates are recognised in profit or loss.  

Non-monetary items are not retranslated at year-end and are measured at historical cost (translated using the 
exchange rates at the transaction date), except for non-monetary items measured at fair value which are 
translated using the exchange rates at the date when fair value was determined. 

5.7     Operating expenses 

Operating expenses are recognised in profit or loss upon utilisation of the service or as incurred. 

When an intangible asset is disposed of, the gain or loss on disposal is determined as the difference between 
the proceeds and the carrying amount of the asset and is recognised in profit or loss within ‘other income’ or 
‘administrative expenses’.  

- Computer equipment  
- Computer software 
- Office furniture and equipment 
- Motor vehicles 
- Tools 
- Machinery and equipment 
 

% 
25 
20 
25 
25 
33 
25 
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5.12   Investment property 

Investment property is property held to earn rentals and/or for capital appreciation and is accounted for using 
the fair value model. 

Investment property is revalued annually and is included in the statement of financial position at its fair value. 
This is determined by the directors based either on management’s estimates of expected future cash flows or 
market values. When based on management’s estimates of future cash flows, the value of the property is 
determined by applying a suitable discount rate. 

Any gain or loss resulting from either a change in the fair value or the sale of an investment property is 
immediately recognised in profit or loss within ‘fair value gain on investment property’.  

Rental income and operating expenses from investment property are reported within ‘revenue’ and ‘operating 
expenses’ and are recognised as described in notes 5.4 and 5.7 respectively. 

5.13   Leased assets 

As described in note 4.1, the group has applied IFRS 16 using the modified retrospective approach and 
therefore comparative information has not been restated. This means that comparative information is still 
reported under IAS 17 and IFRIC 4. 

The Group as a lessee 

For any new contracts entered into on or after 1 January 2019, the group considers whether a contract is, or 
contains a lease. A lease is defined as ‘a contract, or part of a contract, that conveys the right to use an asset 
(the underlying asset) for a period of time in exchange for consideration’. To apply this definition, the group 
assesses whether the contract meets three key evaluations which are whether: 

• the contract contains an identified asset, which is either explicitly identified in the contract or implicitly 
specified by being identified at the time the asset is made available to the group; 

• the group has the right to obtain substantially all of the economic benefits from use of the identified asset 
throughout the period of use, considering its rights within the defined scope of the contract; 

• the group has the right to direct the use of the identified asset throughout the period of use.  The group 
assesses whether it has the right to direct ‘how and for what purpose’ the asset is used throughout the period 
of use. 

Measurement and recognition of leases as a lessee 

At lease commencement date, the group recognises a right-of-use asset and a lease liability on the statement of 
financial position. The right-of-use asset is measured at cost, which is made up of the initial measurement of 
the lease liability, any initial direct costs incurred by the group, an estimate of any costs to dismantle and remove 
the asset at the end of the lease, and any lease payments made in advance of the commencement date (net of 
any incentives received). 

Assets in the course of construction are not depreciated. 

In the case of right of use assets, expected useful lives are determined by reference to comparable owned 
assets or the lease term, if shorter. 

Material residual value estimates and estimates of useful life are updated as required, but at least annually, 
whether or not the asset is revalued. Gains or losses arising on the disposal of property, plant and equipment 
are determined as the difference between the disposal proceeds and the carrying amount of the assets and are 
recognised in profit or loss within 'other income' or 'administrative expenses'. 
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The group depreciates the right-of-use assets on a straight-line basis from the lease commencement date to the 
earlier of the end of the useful life of the right-of-use asset or the end of the lease term. The group also assesses 
the right-of-use asset for impairment when such indicators exist. 

At lease commencement date, the group measures the lease liability at the present value of the lease payments 
unpaid at that date, discounted using the interest rate implicit in the lease if that rate is readily available or the 
company’s incremental borrowing rate. 

Lease payments included in the measurement of the lease liability are made up of fixed payments (including in 
substance fixed), variable payments based on an index or rate, amounts expected to be payable under a residual 
value guarantee and payments arising from options reasonably certain to be exercised. 

Subsequent to initial measurement, the liability will be reduced for payments made and increased for interest. 
It is remeasured to reflect any reassessment or modification, or if there are changes in in-substance fixed 
payments. 

When the lease liability is remeasured, the corresponding adjustment is reflected in the right-of-use asset, or 
profit and loss if the right-of-use asset is already reduced to zero. 

On the statement of financial position, right-of-use asset has been included in property, plant and equipment 
and lease liabilities disclosed separately. 

Accounting policy applicable before 1 January 2019 

Rentals payable under operating leases, less the aggregate benefit of incentives received from the lessor, are 
recognised as an expense in the income statement on a straight-line basis over the lease term unless another 
systematic basis is more representative of the time pattern of the user’s benefit. Associated costs, such as 
maintenance and insurance, are expensed as incurred. 

5.14   Impairment testing of tangible and intangible assets  

For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are largely 
independent cash inflows (cash-generating units).  As a result, some assets are tested individually for impairment 
and some are tested at cash-generating unit level.   

All individual assets or cash-generating units are tested for impairment whenever events or changes in 
circumstances indicate that the carrying amount may not be recoverable. 

An impairment loss is recognised for the amount by which the asset’s or cash-generating unit’s carrying amount 
exceeds its recoverable amount.  The recoverable amount is the higher of its fair value less costs to sell and its 
value in use. To determine the value in use, the group’s management estimates expected future cash flows from 
each cash-generating unit and determines a suitable interest rate in order to calculate the present value of those 
cash flows.  Discount factors are determined individually for each cash-generating unit and reflect their 
respective risk profiles as assessed by the group’s management. 

Impairment losses are recognised in the profit or loss. Impairment losses for cash-generating units are charged 
pro rata to the assets in the cash-generating unit.  All assets are subsequently reassessed for indications that an 
impairment loss previously recognised may no longer exist.  An impairment charge that has been recognised is 
reversed if the cash-generating unit’s recoverable amount exceeds its carrying amount. An impairment loss is 
reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that would 
have been determined, net of depreciation or amortisation, if no impairment loss had been recognised. 

 

5.15   Investment in subsidiaries 

Investment in subsidiaries is included in the company’s financial statements at fair value (refer to note 5.16). 
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5.16   Financial instruments 

Recognition and derecognition 

Financial assets and financial liabilities are recognised when the group and the company become a party to the 
contractual provisions of the financial instrument. 

Financial assets are derecognised when the contractual rights to the cash flows from the financial asset expire, 
or when the financial asset and all substantial risks and rewards are transferred. A financial liability is 
derecognised when it is extinguished, discharged, cancelled or expires. 

Classification and initial measurement of financial assets 

Except for those trade receivables that do not contain a significant financing component and are measured at 
the transaction price in accordance with IFRS 15, all financial assets are initially measured at fair value adjusted 
for transaction costs (where applicable). 

Financial assets are classified into the following categories: 
• amortised cost 
• fair value through profit or loss (FVTPL) 
• fair value through other comprehensive income (FVOCI). 

In the periods presented the group and the company do not have any financial assets categorised at FVTPL. 

The classification is determined by both: 
• the entity’s business model for managing the financial asset; and 
• the contractual cash flow characteristics of the financial asset. 

All income and expenses relating to financial assets that are recognised in profit or loss are presented within 
‘finance costs’ or ‘finance income’, except for impairment of trade receivables which is presented in 
‘administrative expenses’. 

Subsequent measurement of financial assets 

Financial assets at amortised cost 

Financial assets are measured at amortised cost if the assets meet the following conditions (and are not 
designated as FVTPL): 
• they are held within a business model whose objective is to hold the financial assets and collect its contractual 
cash flows; and 
• the contractual terms of the financial assets give rise to cash flows that are solely payments of principal and 
interest on the principal amount outstanding. 
 

After initial recognition, these are measured at amortised cost using the effective interest method. Discounting 
is omitted where the effect of discounting is immaterial.  The group’s and the company’s cash and cash 
equivalents, trade and most other receivables fall into this category of financial instruments. 

Financial assets at fair value through other comprehensive income (FVOCI) 

The group and the company accounts for financial assets at FVOCI if the assets meet the following conditions: 
• they are held within a business model whose objective is to hold to collect the associated cash flows and sell; 
and  
• the contractual terms of the financial assets give rise to cash flows that are solely payments of principal and 
interest on the principal amount outstanding. 
 
The company made the irrevocable election to account for the investment in subsidiaries and associate at 
FVOCI. 
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Any gains or losses recognised in other comprehensive income will be recycled upon derecognition of the asset. 

Impairment of financial assets  

IFRS 9’s impairment requirements use more forward-looking information to recognise expected credit losses – 
the ‘expected credit loss (ECL) model’.  This replaces IAS 39’s ‘incurred loss model’.  Instruments within the 
scope of the new requirements included FVOCI, trade receivables and contract assets recognised and measured 
under IFRS 15. 

Recognition of credit losses is no longer dependent on the group and company first identifying a credit loss 
event. Instead the group and company consider a broader range of information when assessing credit risk and 
measuring expected credit losses, including past events, current conditions, reasonable and supportable 
forecasts that affect the expected collectability of the future cash flows of the instrument. 

In applying this forward-looking approach, a distinction is made between: 
 
• financial instruments that have not deteriorated significantly in credit quality since initial recognition or that 
have low credit risk (‘Stage 1’) and 
• financial instruments that have deteriorated significantly in credit quality since initial recognition and whose 
credit risk is not low (‘Stage 2’). 

‘Stage 3’ would cover financial assets that have objective evidence of impairment at the reporting date. 

‘12-month expected credit losses’ are recognised for the first category while ‘lifetime expected credit losses’ are 
recognised for the second category. 

Measurement of the expected credit losses is determined by a probability-weighted estimate of credit losses 
over the expected life of the financial instrument. 

Trade and other receivables 

The group and company make use of a simplified approach in accounting for trade and other receivables as 
well as contract assets and record the loss allowance as lifetime expected credit losses. These are the expected 
shortfalls in contractual cash flows, considering the potential for default at any point during the life of the 
financial instrument. In calculating, the group and company use their historical experience, external indicators 
and forward-looking information to calculate the expected credit losses using a provision matrix. 

The group and company assess impairment of trade receivables on a collective basis as they possess shared 
credit risk characteristics.  Refer to note 31.1 for a detailed analysis of how the impairment requirements of 
IFRS 9 are applied. 

Classification and measurement of financial liabilities 

The group’s and the company’s financial liabilities include borrowings, bonds, trade and other payables and 
derivative financial instrument. 

Financial liabilities are initially measured at fair value, and, where applicable, adjusted for transaction costs unless 
the company designates a financial liability at fair value through profit or loss. 

Subsequently, financial liabilities are measured at amortised cost using the effective interest method except for 
derivatives and financial liabilities designated at FVTPL, which are carried subsequently at fair value with gains 
or losses recognised in profit or loss (other than derivative financial instruments that are designated and effective 
as hedging instruments). 
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All interest-related charges and, if applicable, changes in an instrument’s fair value that are reported in profit or 
loss are included within ‘finance costs’ or ‘finance income’. 

5.17  Inventories 

Inventories are stated at the lower of cost and net realisable value. Net realisable value is the estimated selling 
price in the ordinary course of business less any applicable selling expenses. 

The cost of inventories is based on the weighted average principle and includes expenditure incurred in 
acquiring the inventories and bringing them to their existing location and condition.   

5.18  Income taxes 

Tax expense recognised in profit or loss comprises the sum of deferred tax and current tax not recognised 
directly in the statement of comprehensive income or equity. 

Current income tax assets and/or liabilities comprise those obligations to, or claims from, fiscal authorities 
relating to the current or prior reporting periods, that are unpaid at the reporting date. Current tax is payable 
on taxable profit, which differs from profit or loss in the financial statements. Calculation of current tax is based 
on tax rates and tax laws that have been enacted or substantively enacted by the end of the reporting period 
and any adjustment to tax payable in respect of previous years.  

Deferred income taxes are calculated using the liability method on temporary differences between the carrying 
amounts of assets and liabilities and their tax bases. However, deferred tax is not provided on the initial 
recognition of goodwill, or on the initial recognition of an asset or liability unless the related transaction is a 
business combination or affects tax or accounting profit. Deferred tax on temporary differences associated with 
shares in subsidiaries and joint ventures is not provided if reversal of these temporary differences can be 
controlled by the group and it is probable that reversal will not occur in the foreseeable future.  

Deferred tax assets and liabilities are calculated, without discounting, at tax rates that are expected to apply to 
their respective period of realisation, provided they are enacted or substantively enacted by the end of the 
reporting period. Deferred tax liabilities are always provided for in full.  

Deferred tax assets are recognised to the extent that it is probable that they will be able to be utilised against 
future taxable income.  Deferred tax assets are reviewed at each reporting date and are reduced to the extent 
that it is no longer probable that the related tax benefit will be realised. 

Changes in deferred tax assets or liabilities are recognised as a component of tax income or expense in profit 
or loss, except where they relate to items that are recognised in the statement of other comprehensive income 
or equity (such as the revaluation of land) in which case the related deferred tax is also recognised in the 
statement of other comprehensive income or equity respectively. 

5.19  Cash and cash equivalents 

For the purposes of the statements of cash flows, cash and cash equivalents comprise cash in hand and demand 
deposits, net of bank balance overdrawn. In the statement of financial position the bank balance overdrawn is 
included within bank borrowings in current liabilities. 

5.20  Equity, reserves and dividend payments 

Share capital represents the nominal value of shares that have been issued. 

Other components of equity include movements in fair value of financial assets at FVOCI.  

Retained earnings/accumulated losses include all current and prior period results, less dividend distributions. 
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Dividend distributions payable to equity shareholders are included in 'other liabilities' when the dividends have 
been approved in a general meeting prior to the reporting date. 

5.21  Provisions, contingent liabilities and contingent assets 

Provisions are recognised when present obligations as a result of a past event will probably lead to an outflow 
of economic resources from the group and company and amounts can be estimated reliably. Timing or amount 
of the outflow may still be uncertain. A present obligation arises from the presence of a legal or constructive 
commitment that has resulted from past events. Restructuring provisions are recognised only if a detailed formal 
plan for the restructuring has been developed and implemented, or management has at least announced the 
plan's main features to those affected by it. Provisions are not recognised for future operating losses. 

Provisions are measured at the estimated expenditure required to settle the present obligation, based on the 
most reliable evidence available at the reporting date, including the risks and uncertainties associated with the 
present obligation. Where there are a number of similar obligations, the likelihood that an outflow will be 
required in settlement is determined by considering the class of obligations as a whole.  Where the time value 
of money is material, provisions are discounted to their present values. 

Any reimbursement that the group and the company can be virtually certain to collect from a third party with 
respect to the obligation is recognised as a separate asset. However, this asset may not exceed the amount of 
the related provision. 

All provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. 

In those cases where the possible outflow of economic resources as a result of present obligations is considered 
improbable or remote, no liability is recognised. 

5.22  Significant management judgement in applying accounting policies and estimation 

uncertainty 

When preparing the financial statements, management undertakes a number of judgements, estimates and 
assumptions about the recognition and measurement of assets, liabilities, income and expenses.  

The resulting accounting estimates will, by definition, seldom equal actual results.  The estimates, assumptions 
and management judgements that have a significant risk of causing a material adjustment to the carrying amounts 
of assets and liabilities within the next financial year are described below. 

The fair value of investment property is determined by using valuation techniques.  Further details of the 
judgements and assumptions made are disclosed in note 16. 

This note highlights information about the fair value estimation of the investment property. 

In the opinion of the directors, the accounting estimates and judgements made in the course of preparing these 
financial statements are, with the exception of those described hereunder, not difficult, subjective or complex to 
a degree which would warrant their description as critical in terms of the requirements of IAS 1. 

(a) Income taxes 

In order to establish the taxation provisions, management exercises significant judgement in view of the fact 
that the group and the company operate in various jurisdictions and as a result there are diverse transactions 
for which the ultimate tax determination is somewhat uncertain.  In the event that the amount of actual tax 
due differs from the original amounts provided for, such variances will have an impact on the taxation charges 
for future periods. 

(b) Impairment of trade and other receivables 

The group applies the simplified model of recognising lifetime expected credit losses for all trade receivables.  In 
measuring the expected credit losses, the trade receivables are assessed on a collective basis as they possess shared 
credit characteristics.  They have been grouped according to the past due dates and geographical location.  The 
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group has concluded that the expected credit losses for trade receivables is not material. 

(c) Useful lives of depreciable assets 

Management reviews the useful lives of depreciable assets at each reporting date, based on the expected utility 
of the assets to the group and company.  The carrying amounts are analysed in note 15.  Actual results, however, 
may vary due to technical obsolescence, particularly relating to software and IT equipment. 

(d) Inventories 

Management estimates the net realisable values of inventories, taking into account the most reliable evidence 
available at each reporting date. The future realisation of these inventories may be affected by expiry, 
obsolescence, future technology or other market-driven changes that may reduce future selling prices.  

(e) Fair value of investment property 

At each reporting date the investment property is revalued by the directors based either on management’s 
estimates of expected future cash flows or market values.  The company has not recognised a fair value uplift 
to the investment property during the year under review.  When based on management’s estimates of expected 
future cash flows the value of each property is determined by applying a suitable discount rate. 

The group’s investment property is situated in Libya which is still experiencing prolonged political instability. 
The estimated fair values were arrived at using projected cash flows from the operation of the investment 
property. On the basis of the valuation carried out by the directors, no uplift was recognised in these financial 
statements. The significant uncertainty which is still prevailing in Libya and the significant judgements 
surrounding the valuation of the investment property situated in that country render the valuation of any uplift 
of the property extremely difficult and judgemental.   

5.23  Segment reporting 

The standard requires a ‘management approach’ under which segment information is presented on the same 
basis as that used for internal reporting purposes.  The chief operating maker, who is responsible for allocating 
resources and assessing performance of the operating segments, has been identified as the group board of 
directors. 

An operating segment is a group of assets and operations engaged in providing services that are subject to risks 
and returns that are different from that of other segments.  The operating segments can be classified as 
investment property rental, income from food and beverages and others. 

The group is engaged in the ownership and leasing of its investment property. The group’s country of domicile 
is Malta and the operation is in Libya. 

The board of directors assesses performance based on the measure of earnings before interest, tax, depreciation 
and amortisation (EBITDA). 

The group is not required to report a measure of total assets and liabilities for each reportable segment since 
such amounts are not regularly provided to the chief operating decision maker.  However, in accordance with 
IFRS 8, non-current assets (other than financial instruments and deferred tax assets) are divided into 
geographical areas in note 6. 
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6  Segment reporting 

2019 2018 
€ € 

Libya Libya 

Revenue (note 1) 
Investment property rental 25,382,932 17,022,892 
Income from food and beverages operations 813,732 1,024,217 
Other 1,064,175 813,128 

27,260,839 18,860,237 

EBITDA 20,336,008 12,291,013 
Depreciation (177,150) (64,423) 
Amortisation of lease prepayments - (7,613)
Segment operating profit 20,158,858 12,218,977 

Non current assets (note 2) 273,269,399 272,550,662 

During the year, €3,265,307 or 12% (2018: €4,056,756 or 22%) of the group’s revenues depended on one 
(2018: two) single customer/s in the investment property rental segment. 

Note 1: Revenue comprises amounts attributable to the group’s country of domicile, Malta, amounting to 
€4,355 (2018: €889), Libya, amounting to €7,303,953 (2018: €2,483,444), United States of America, amounting 
to €3,311,712 (2018: €2,971,645) and other foreign countries amounting to €16,640,819 (2018: €13,404,259). 

Note 2: All non-current assets are located in Libya. 

7  Revenue 

          Group Company 
2019 2018 2019 2018 

€ € € € 

Income from management fees - - 211,065 201,014 
Income from residential leases 24,173,170 15,904,854 - - 
Income from commercial leases 1,209,762 1,118,038 - - 
Income from food and beverage operations 813,732 1,024,217 - - 
Administration fees 19,348 - - - 
Water, electricity, internet and telephone - - 
recharges 686,257 502,412 - - 
Miscellaneous income 358,570 310,716 - - 

27,260,839 18,860,237 211,065 201,014 
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8  Staff costs 

          Group Company 
2019 2018 2019 2018 

€ € € € 

Wages and salaries 2,480,867 1,927,819 - - 
Social security costs 171,100 155,991 - - 

2,651,967 2,083,810 - - 

The average number of persons employed by the group during the year was: 

2019 2018 
     No.      No. 

Operating 61 60 
Administrative 24 20 

85 80 

During the years 2019 and 2018, the company did not have any employees. 

9  Other income 

Group Company 
2019 2018 2019 2018 

€ € € € 

Tax recovery 309,362 - 309,362 - 
Reversal of provision for bad debts 37,578 - - - 
Creditors write-off 125,000 - - - 

471,940 - 309,362 -
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10      Finance income and finance costs 

Finance income and finance costs may be analysed as follows: 

              Group              Company 
 2019 2018 2019 2018 
 € € € € 
     
Interest receivable on short term deposits 2,512 1,815 654 205 
Interest charged on loan to subsidiary company - - - 62,253 
Difference on exchange 676,803 2,164,121 310,208 1,985,283 
Finance income 679,315 2,165,936 310,862 2,047,741 

     

Interest on bonds 4,409,475 4,480,000 4,409,475 4,480,000 
Interest charged on loan from shareholders 405,380 526,926 405,380 526,926 
Bank interest 262,480 430,294 - - 
Interest on other loans 200,000 199,997 - - 
Difference on exchange 12,962 17,829 - - 
Interest expense – lease liability 11,710 - - - 
Other finance costs 62,235 - 62,235 - 
Amortisation of borrowing costs 25,000 123,238 - - 
Amortisation of bond issue costs 123,110 116,837 123,110 116,837 
Finance costs 5,512,352 5,895,121 5,000,200 5,123,763 

     
 

11      Profit (loss) before tax 

The profit (loss) before tax is stated after charging: 

               Group            Company 
 2019 2018 2019 2018 
 € € € € 
     
Depreciation of property, plant and equipment 177,280 64,992 130 569 
Lease charges - 7,613 - - 
Auditor’s remuneration   - - 

- Annual statutory audit  25,550 24,790 9,250 8,800 
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12      Tax (expense) income 

The relationship between the expected tax (expense) income based on the effective tax rate of the group and 
the company and the tax (expense) income actually recognised in the statements of total comprehensive 
income can be reconciled as follows: 

                 Group              Company 
 2019 2018 2019 2018 
 € € € € 
     
Profit (loss) before tax  14,814,733 29,307,581 (47,402) (3,699,004) 
Tax rate 18.75%            18.75% 35% 35% 
Expected tax (expense) income  (2,777,762) (5,495,171) 16,591 1,294,651 
     
Adjustment for non-deductible expenses (1,768,543) (1,898,639) (1,755,103) (1,802,127) 
Adjustment for income not subject to tax 2,785,773 750,141 175,661 716,609 
Adjustment for tax rate differences 1,758,511 (937,440) - - 
Unabsorbed losses (281,116) - - - 
Actual tax (expense) income, net (283,137) (7,581,109) (1,562,851) 209,133 

     
Comprising:     
Current tax (401,476) (232,272) (1,682,616) - 
Deferred tax on gain on fair value of 
investment property - (7,557,970) - - 
Deferred tax on unabsorbed capital 
allowances and unused tax losses 118,339 209,133 119,765 209,133 
Tax (expense) income (283,137) (7,581,109) (1,562,851) 209,133 

     
Deferred tax income (expense), recognised 
directly in other comprehensive income 62,212 118,303 (6,816,744) (8,945,312) 
 

See note 27 for information on the group’s and company’s deferred tax liability. 

 

13      Earnings (loss) per share 

The calculation of earnings per share is based on the net profit for the year attributable to ordinary 
shareholders and the weighted average number of ordinary shares (2019 and 2018: 48,002,000) outstanding 
during the year. There was no dilution of share capital during the reporting periods presented. 

 

14      Intangible asset     

Trademarks 

Group 2019 2018 
 € € 
   
   
Carrying amount   

At 1 January and 31 December 2,258 2,258 
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15     Property, plant and equipment 

The group and company’s property, plant and equipment comprise of asset in the course of construction, computer equipment, computer software, motor vehicles, office 
furniture and equipment, tools and machinery and equipment. The carrying amount can be analysed as follows: 

  

Computer 
equipment 

 

Motor 
vehicles 

Office furniture 
and equipment Tools  

   
Group  

Asset in the 
course of 

construction 

                  
 

Computer 
software 

 
Machinery 

and  
equipment 

 
 

Right of use 
asset  Total 

 € € € € € € € € € 
Gross carrying amount          
At 1 January 2018 8,583,200 231,274 217,350 141,489 525,639 119,614 601,133 - 10,419,699 
Additions 98,586 2,791 - 37,140 910 138 - - 139,565 
Disposals - - - (9,625) - - - - (9,625) 

At 31 December 2018 8,681,786 234,065 217,350 169,004 526,549 119,752 601,133 - 10,549,639 

Depreciation          
At 1 January 2018 - 224,296 176,968 113,918 504,465 119,601 491,294 - 1,630,542 
Depreciation for the year - 3,752 29,580 8,235 19,157 60 4,208 - 64,992 
Release on disposal - - - (9,625) - - - - (9,625) 

At 31 December 2018 - 228,048 206,548 112,528 523,622 119,661 495,502 - 1,685,909 

Carrying amount at 31 December 
2018 

 
8,681,786 6,017 

 
10,802 56,476 2,927 91 

 
105,631 

 
- 8,863,730 

          

Gross carrying amount          
At 1 January 2019 8,681,786 234,065 217,350 169,004 526,549 119,752 601,133 - 10,549,639 
Additions 101,775 17,492 - 50,349 16,327 - 4,293 - 190,236 
Adjustment on transition to IFRS 16 - - - - - - - 638,897 638,897 
Re-classifications - (4,291) - - 9,500 298 (9,798) - (4,291) 

At 31 December 2019 8,783,561 247,266 217,350 219,353 552,376 120,050 595,628 638,897 11,374,481 

Depreciation          
At 1 January 2019 - 228,048 206,548 112,528 523,622 119,661 495,502  1,685,909 
Depreciation for the year - 4,882 6,364 26,836 7,421 199 4,397 127,181 177,280 

At 31 December 2019 - 232,930 212,912 139,364 531,043 119,860 499,899 127,181 1,863,189 

Carrying amount at 31 December 
2019 

 
8,783,561 14,336 

 
4,438 79,989 21,333 190 

 
95,729 

 
511,716 9,511,292 
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Company  Computer 

equipment 
  € 
   
Gross carrying amount   
At 1 January 2018   6,033 
Additions  - 
At 31 December 2018  6,033 
Depreciation   
At 1 January 2018  5,205 
Depreciation for the year  569 
At 31 December 2018  5,774 
Carrying amount at 31 December 2018  259 

   
Gross carrying amount   
At 1 January 2019   6,033 
Additions  - 
At 31 December 2019  6,033 
Depreciation   
At 1 January 2019  5,774 
Depreciation for the year  130 
At 31 December 2019  5,904 
Carrying amount at 31 December 2019  129 

   
The group’s property, plant and equipment comprises of an asset that is being constructed on land located in 
Shuhada Sidi Abuljalil, Janzour in Libya. This land is earmarked for development for residential units, tourism, 
leisure and restaurant facilities by one of the subsidiaries, Palm Waterfront Ltd. Costs directly associated with 
the development of the land have also been included. 

The right to construct the asset was acquired by means of a Build, Operate and Transfer (BOT) agreement with 
Corinthia Palace Hotel Company Limited which was signed on 5 December 2013. The arrangement gives Palm 
Waterfront Ltd the right to develop the site, construct, implement, manage and operate the project at its 
discretion. The term of the BOT agreement is for a period of 80 years from date of signing of said agreement. 

 

16      Investment property 

Group 

Investment property includes the Palm City Residences in Janzour, Libya, which is held to earn rentals and for 
capital appreciation. Due to the lack of comparable properties in the market, the determination of fair value 
cannot be objectively established on the basis of current active market prices.  Therefore, the fair value is 
determined on the basis of the discounted value of future earnings expected from the operation of the property. 

Changes to the carrying amounts presented in the statement of financial position can be summarised as 
follows: 

 2019 2018 
 € € 
   

Carrying amount as at 1 January 271,976,830 250,267,829 
Capitalisation of project related expenses 564,967 114,801 
Fair value gain - 21,594,200 
Carrying amount as at 31 December 272,541,797 271,976,830 

   
Investment property valued at €272,541,797 (2018: €271,976,830) is pledged as security for related borrowings. 
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Rental income for 2019 amounting to €25,382,932 (2018: €17,022,892) is included within ‘revenue’. No 
contingent rents were recognised. Direct operating expenses of €5,434,017 (2018: €4,872,935) were reported 
within ‘operating expenses’. 

The fair value of the investment property was determined by discounting the forecast future cash flows generated 
by Palm City Residences for the remaining period of 52 years of the Build-Operate-Transfer agreement signed 
between Corinthia Palace Hotel Company Limited and Palm City Ltd in 2007. In the previous reporting period, 
a valuation exercise was carried out by the directors to determine the fair value of the investment property, and 
a composite pre-tax discount rate of 12.58% in real terms was applied to the projected cash flows.  

During the current reporting period, another exercise was carried out by the directors to determine the fair 
value of the investment property. The valuation arrived at was a result of various premia being applied including 
country risk, property risk and projection risk premium. 

During recent years, Libya’s oil production and Gross Domestic Product improved. Nevertheless, the political 
situation in Libya, compared with last year’s situation has not shown any signs of progression but, neither any 
exacerbating situations. Provided that uncertainties are still persistent, the situation in Libya is considered to be 
relatively unstable at the moment. As such, given the aforementioned situation, management have decided to 
retain last year’s country risk premium. In the current exercise the country risk premium used was 10.1 % 
(equivalent to 7.7% post-tax).  The valuation also assumes a gradual linear reduction in country risk as from 
2023 onwards, to settle at pre-tax rate of 4.7% by 2029. 

Previous valuations of the property had factored in a property risk premium of 1.25% and a BOT premium of 
1% in the computation of the discount rate.  This has been kept at the same level for the current valuation. 

Given that there were some overall improvements in performance, management have decided to decrease the 

projection risk premium by 25 basis points compared to the previous year, resulting in a projection risk premium 

of 2.60% (2018: 2.85%).  

The composite pre-tax discount rate for the year under review, for all the above inputs, including a risk-free rate 
of 0.26% is 12.65%. 

The valuation arrived at when using all the above inputs, combined with the projected income streams amounts 
to €280,677,000.   

If the discount rate is increased or decreased by 100 basis points, the fair value of the investment property would 
decrease and increase by €22 million and €26 million (2018: €21 million and €25 million), respectively. 

There are no material contractual obligations pertaining to investment property at the end of the reporting 
periods presented, except for repairs and maintenance expenses incurred in the normal running of the operation. 

Leasing arrangements for residential units at the end of the reporting periods presented are as follows: 

 2019 2018 
 % % 
   
Within 1 year 20 16 
1-5 years 80 84 
 100 100 

   
 
 
 
 
 
 
 






















































