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UNITED GROUP LIMITED
Annual Report and Consolidated Financial Statements - 31 December 2022

Directors’ report

The directors present their report and the audited financial statements of the group and of the parent
company for the year ended 31 December 2022,

Principal activities

The parent company’s principal aclivity, is to provide management services to its subsidiary undertakings.
United Group Limited is the parent company and during this reporting period, together with its subsidiaries,
was involved in car rental and leasing, retail, letting and development of property. Included within the Group
is another company which acts as a finance company for the Group. United Group Limited is also a key
stakeholder in the Pendergardens consortium entrusted with the development of quality residential units
and commercial space in St. Julians and also has a joint controlling interest in Metors Inc. Limited, a leading
car importer on the island. Details of the companies forming the group are disclosed in Notes 7 and § to
these financial statements.

Financial Performance

Revenue for the Group generated from the Group’s automotive operations amounted 10 €3.27 million {2021:
€2.33 million), whilst rental income generated €1.13 million (2021: €0.84 million). The Group's other income
mainly comprises management fees receivable from associates & joint venture operations and from retail
operations owned by a subsidiary company. Financial costs comprise interest payable on the outstanding
bond issue and amortisation of the issue cosis thereof amounting to €1.2 million (2021: €1.0 million) and
interests payable on financing facilities provided by local financial institutions,

The Group’s net profit in 2022 was €0.47 million (2021: €3.24 million). The difference is mainly attributed to
the fair value increase in investment properly that was execuled during the previous year (2021:
€3,363,675). The Group's various investments have also delivered significant value allowing the Group to
receive significant share of results amounting to €0.5 million in 2022 (2021: €0.3 million).

The directors are confident that the core operaling activities of the Group will continue to improve and that
the Group’s investments will also continue to contribute to the Group’s financial performance in the
foreseeable future.

Financial Position

The Group's tofal assets as at end 2022 increased to €39.6 million, resulting in an increase in the Group’s
asset base of €1.6 million. This increase is primarily brought about by improvements to its invesiment
property of €0.4 million, increase to its investment in associates, as well as increases in cash balance of €1
million. These increases are offset by a decrease in its frade and other receivables of €0.4 million.

The total liabilities of the Group at year-end amounted to €29.2 million (2021: €28.1 million). Liahilities mainly
comprise the €8.5 million 5.3% 2023 Bond Issue and other local bank borrowings amounting to €12.2
million, representing an increase of €1.6 million, primarily drawn to finance working capital.

As at 31 December 2022, the Group and Company had a net current liability position of €12,165,052 and
€8,039,273 respectively (2021: €10,339,650 and €4,038,850 respectively). As disclosed in Nole 17 -
Borrowings, as at 31 December 2022, The Group had bank facilities not yet drawn-down amounting to
€8,100,000, which the Group will be availing of to refinance horrowing commilments falling due within the
next 12 months.
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Directors’ report - continued
Financial Position - continued

Furthermore, Management and the Board of Directors of the Group and Company have prepared detailed
base case projections for profitability and cashflows extending beyond the 12 months from the date of
reporting of these financial statements. The Group and Company's profitability and cashflow projections
indicate that enough resources are available to cover their commitments, including the bond coupon for the
next 12 months and to continue operating as a going-concern.

Financial risk management

Information pertaining to the Group and Company’s financial risk management is included in Note 2 to these
financial statements.

Global Economic Scenatio

The majority of United Group's operations have been slightly affected by the increase in inflation and also
the rising interest rates. High inflation rates can lead to an increase in costs, resulting in a reduction
to operating profit. In addition, high inflation rates can lead to higher interest rates, which can increase the
cost of borrowing. United Group has renegotiated interest rates and is closely monitoring its costs to keep
them as low as possible. The aim is to ensure that the Company remains profitable and financially stable,
despite the challenging economic conditions.

Future development and events after the reporting date
The Board of Directors intend to continue operating in line with the current business plan, which also incudes

continuously assessing the performance of its subsidiaries and investments to ensure the long-term viability
of the Group.
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Directors’ report - continued
Results and dividends

The statements of comprehensive income are set out on page 12. No interim dividends were paid during
the year. The directors do not propose the payment of a final dividend and propose that the balance of
retained earnings be carried forward to the next financial year.

Directors
The directors of the parent company who held office during the year were:

Ms Carmen Gatt Baldacchino — Chairperson (resigned on 1 May 2023. Mr Joseph FX Zahra was appomted
in her stead on 24 May 2023)

Mr Edmund Gatt Baldacchino

Mr Simon Gatt Baldacchino

Ms Josian Tonna

Ms Dolores Gatt Baldacchino

Ms Helga Ellul (resigned on 25 January 2023)

Mr Joseph FX Zahra

Mr. Kevin Rapinet (appointed on 1 February 2023)

The company’s Articles of Association do not reguire any directors to retire.
Statement of directors’ responsibilities for the financial statements

The directors are required by the Maltese Companies Act, (Cap. 386) to prepare financial statements which
give a true and fair view of the state of affairs of the group and the parent company as at the end of each
reporting period and of the profil or loss for that period.

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

« ensuring that the financial statements have been drawn up in accordance with International Financial
Reporling Standards as adopted by the EU;
selecting and applying appropriate 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 is inappropriate
to presume that the group and the parent company will continue in business as a going concern.

The direclors are also responsible for designing, implementing and maintaining internal control as the
directors determine necessary to enable the preparation of the financial statements that are free from
material misstatement, whether due to fraud or error, and that comply with the Maltese Companies Act,
(Cap. 386). They are also responsible for safeguarding the assets of the group and the parent company
and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.
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Directors’ report - continued

Auditors

The auditors, PricewaterhouseCoopers have indicated their willingness to continue in office and a resolution
for their re-appointment will be proposed at the Annual General Meeting.

On behalf of the board

el

Mr Edmund Gatt Baldacchino
Director

Registered office:

United Group of Companies
Pinto Business Centre
Level 4, Mill Street

Qormi, QRM 3104

Malta

9 June 2023

=

s

Mr Simon Gatt Baldacch
Director
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Independent auditor’s report
To the Shareholders of United Group Limited

Report on the audit of the financial statements

Our opinion
In our opinion:

e  United Group Limited’s Group financial statements and Parent Company financial statements (the
“financial statements”) give a true and fair view of the Group and the Parent Company’s financial
position as at 31 December 2022, and of the Group’s and the Parent Company’s financial
performance and cash flows for the year then ended in accordance with International Financial
Reporting Standards (‘'IFRSs’) as adopted by the EU; and

e The financial statements have been prepared in accordance with the requirements of the Maltese
Companies Act (Cap. 386).

What we have audited
United Group Limited’s financial statements, set out on pages 10 to 59, comprise:

e the Consolidated and Parent Company statements of financial position as at 31 December 2022;

e the Consolidated and Parent Company statements of comprehensive income for the year then
ended;

¢ the Consolidated and Parent Company statements of changes in equity for the year then ended;
¢ the Consolidated and Parent Company statements of cash flows for the year then ended; and
o the notes to the financial statements, which include a summary of significant accounting policies.

Basts for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial Statements section of our report.

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

Independence

We are independent of the Group and the Parent Company in accordance with the International Ethics
Standards Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code) together
with the ethical requirements of the Accountancy Profession (Code of Ethics for Warrant Holders)
Directive issued in terms of the Accountancy Profession Act (Cap. 281) that are relevant to our audit of
the financial statements in Malta. We have fulfilled our other ethical responsibilities in accordance with
these Codes.
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Independent auditor’s report - continued
To the Shareholders of United Group Limited

Other information

The directors are responsible for the other information. The other information comprises the Directors’
report (but does not include the financial statements and our auditor’s report thereon).

Our opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon except as explicitly stated within the Report on other legal
and regulatory requirements.

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

If, based on the work we have performed we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the directors for the financial statements

The directors are responsible for the preparation of financial statements that give a true and fair view
in accordance with IFRSs as adopted by the EU and the requirements of the Maltese Companies Act
(Cap. 386), and for such internal control as the directors determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, the directors are responsible for assessing the Group’s and the
Parent Company’s ability to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless the directors either intend to
liquidate the Group or the Parent Company or to cease operations, or have no realistic alternative but
to do so.
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Independent auditor’s report - continued
To the Shareholders of United Group Limited

Auditor’s responsibilities for the audit of the financial statements

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

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain
professional scepticism throughout the audit. We also:

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

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

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors.

e Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s or the Parent Company’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required to
draw attention in our auditor’s report to the related disclosures in the financial statements or, if
such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, because not all future events or
conditions can be predicted, this statement is not a guarantee as to the Group or the Parent
Company’s ability to continue as a going concern.

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

o  Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with the directors regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies in internal control that
we identify during our audit.
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Independent auditor’s I'QpO?’f - continued
To the Shareholders of United Group Limited

Report on other legal and regulatory requirements
Other matters on which we are required to report by exception

The Annual Report and Financial Statements 2022 contains other areas required by legislation or
regulation on which we are required to report. The Directors are responsible for these other areas.

The table below sets out these areas presented within the Annual Report, our related responsibilities and
reporting, in addition to our responsibilities and reporting reflected in the Other information section of our
report. Except as outlined in the table, we have not provided an audit opinion or any form of assurance.

Area of the Annual Our responsibilities Our reporting
Report and Financial

Statements 2022 and
the related Directors’

responsibilities
Directors’ report We are required to consider In our opinion:
p q . 3 0 .
(on pages 1 to 4) whether the information given in ' ' ] ) "
iy PN the Directors’ report for the o th.e infor rflatlon given in the
Act (Cap. 386) re puires financial year for which the Directors’ report for .the
il direlz-tors " ;?.le . fiiaiioial stateimente s ﬁnanqal year for which the
Directors’ e r]s I})lich prepared is consistent with the financial statements are
- Directors’ report, w Hnanivial shaterments, prepared is consistent with

includes the contents
required by Article 177 of
the Act and the Sixth We are also required to express
Schedule to the Act. an opinion as to whether the
Directors’ report has been
prepared in accordance with the
applicable legal requirements.

the financial statements; and

¢ the Directors’ report has
been prepared in accordance
with the Maltese Companies
Act (Cap. 386).

We have nothing to report to you

In addition, we are required to in respect of the other

state whether, in the light of the responsibilities, as explicitly
knowledge and understanding of stated within the Other

the Company and its information section.

environment obtained in the
course of our audit, we have
identified any material
misstatements in the Directors’
report, and if so to give an
indication of the nature of any
such misstatements.
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Independent auditor’s report - continued
To the Shareholders of United Group Limited

Area of the Annual Our responsibilities Our reporting
Report and Financial

Statements 2022 and
the related Directors’
responsibilities

Other matters on which we are ~ We have nothing to
required to report by exception  report to you in respect
We also have responsibilities under ~ ©f these responsibilities.
the Maltese Companies Act (Cap.
386) to report to you if, in our
opinion:
e adequate accounting records have

not been kept, or returns

adequate for our audit have not

been received from branches not

visited by us.

o the financial statements are not
in agreement with the accounting
records and returns.

¢ we have not received all the
information and explanations
which, to the best of our
knowledge and belief, we
require for our audit.

Other matter — use of this report

Our report, including the opinions, has been prepared for and only for the Parent Company’s
shareholders as a body in accordance with Article 179 of the Maltese Companies Act (Cap. 386) and for
no other purpose. We do not, in giving these opinions, accept or assume responsibility for any other
purpose or to any other person to whom this report is shown or into whose hands it may come save
where expressly agreed by our prior written consent.

PricewaterhouseCoopers

78, Mill Street

Zone 5, Central Business District
Qormi

Malta

Stephe mo

P o

g June 2023
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Statements of financial position

ASSETS

Non-current assets
Property, plant and equipment
Right-of-use assets
Investment properties
Investments in subsidiaries
Investments in associates and
jointly-controlled entities
Trade and other receivables
Deferred tax assets

Total non-current assets
Current assets
Inventories

Trade and other receivables
Cash and cash equivalents

Total current assets

Total assets

Notes

~No s

o]

10
15

10
11

As at 31 December

Group Company
2022 2021 2022 2021
€ € € €
4,755,609 4,649,282 313,355 365,050
598,149 588,758 - -
21,939,883 21,524,831 220,200 1,520,200
- - 4,016,227 4,015,027
8,008,853 7,547,658 2,888,024 2,888,023
285,652 54,402 228,657 1,959,926
932,468 932,468 162,589 162,589
36,520,614 35,297,299 7,829,052 10,910,815
122,939 130,085 20,000 -
1,189,104 1,794,848 442,113 410,402
1,744,138 770,337 3,937 87
3,056,181 2,695,270 466,050 410,489
39,576,795 37,992,569 8,295,102 11,321,304

10
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Statements of financial position - continued

As at 31 December

Group Company
Notes 2022 2021 2022 2021
€ € € €

EQUITY AND LIABILITIES
Capital and reserves
Share capital 12 24,653 24,653 24,653 24,653
Merger reserve 14 - - 32,960 32,960
Retained earnings/(accumulated
losses) 10,359,851 9,891,541  (1,044,862) (778,098)
Total equity 10,384,504 9,916,194 (987,249) (720,485)
Non-current liabilities
Deferred tax liabilities 15 1,821,337 1,821,337 22,020 126,020
Lease liabilities 16 391,640 467,183 - -
Borrowings 17 9,364,502 10,234,711 755,008 7,466,430
Trade and other payables 18 2,393,579 2,518,223 - -
Total non-current liabilities 13,971,058 15,041,454 777,028 7,592,450
Current liahilities
Lease liabilities 16 253,142 150,301 - -
Borrowings 17 11,326,256 8,821,235 7,209,245 3,194,420
Trade and other payables 18 3,641,835 4,063,384 1,282,616 1,241,457
Current tax liabilities - - 13,462 13,462
Total current liabilities 15,221,233 13,034,920 8,505,323 4,449,339
Total liabilities 29,192,291 28,076,374 9,282,351 12,041,789
Total equity and liabilities 39,576,795 37,992,568 8,295,102 11,321,304

The notes on pages 16 to 59 are an integral part of these consolidated financial statements.

The financial statements on pages 10 to 59 were authorised for issue by the board of directors on
9 June 2023 and were signed on its behalf by:

V27240

g
Mr Edmund Gatt Baldacchino “Mr Simon-Gatt Baldacchino
Director Director

11
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Statements of comprehensive income

Notes

Revenue 19
Cost of sales 20
Gross profit/(loss)
Selling and other direct expenses 20
Administrative expenses 20
Other income/(loss) 22
Operating profit/(loss)
Share of results of associates and

jointly-controlled entities 8
Finance income 23
Finance costs 24
Profit/(loss) for the year before tax
Tax (charge)/credit 25

Total comprehensive profit/(loss)
for the year

Year ended 31 December

Group Company
2022 2021 2022 2021
€ € € €

5114,822 5,120,770 861,893 432,889
(3,044,357) (3,545,614)  (568,837)  (553,209)

2,070,465 1,575,156 293,056  (120,320)
(317,564)  (713,025) : -
(815,591)  (814,245)  (311,695)  (280,246)

292,141 4,041,556 4,990 (48,991)

1,229,451 4,089,442 (13,649) (449,557)

461,295 349,897 . :
6,752 28,090 5 .
(1,229,188)  (1,059,686)  (357,115)  (439,282)

468,310 3,407,743 (370,764) (888,839)
- (167,699) 104,000 -

468,310 3,240,044  (266,764)  (888,839)

The notes on pages 16 to 59 are an integral part of these consolidated financial statements.
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Statements of changes in equity

Group Share Other Retained
capital reserves earnings Total
€ € € €
Balance at 1 January 2021 24,653 - 6,651,497 8,676,150
Comprehensive income
Profit for the financial year - - 3,240,044 3,240,044
Balance at 31 December 2021 24,653 - 9,891,541 9,916,194
Balance at 1 January 2022 24,653 - 9,891,541 9,916,194
Comprehensive income
Profit for the financial year - - 468,310 468,310
Balance at 31 December 2022 24,653 - 10,359,851 10,384,504

Included in retained earnings are unrealised prefits relating to fair value gains of investment property
amounting to € 11,989,112 (2021: €11,989,112) which are not available for distribution (Note 13).

The notes on pages 16 to 59 are an integral part of these consolidated financial statements.
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Statements of changes in equity - continued

Company
Share  Other Retained
capital reserve earnings/ Total
(accumulated
losses)
€ € € €
Balance at 1 January 2021 24,653 32,960 110,741 168,354
Comprehensive income
Loss for the financial year — total
comprehensive income - - (888,839) (888,839)
Balance at 31 December 2021 24,653 32,960 (778,098) (720,485)
Balance at 1 January 2022 24,653 32,960 (778,098) (720,485)
Comprehensive income
Loss for the financial year — total
comprehensive income - - (266,764) (266,764)
Balance at 31 December 2022 24,653 32,960 (1,044,862) (987,249)

Included in retained earnings are unrealised profits relating to fair value gains of investment property
amounting to €157,150 (2021: €469,960) which are not available for distribution (Note 13).

The notes on pages 16 to 59 are an integral part of these consolidated financial statements.

14
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Statements of cash flows

Cash flows from operating activities
Cash generated from/(used in) operations
Interest received and investment income
Interest paid

Net income tax refund

Net cash generated from/(used in) operating
activities

Cash flows from investing activities

Purchase of properly, plant and eguipment

Proceeads from disposal of property, plant and
equipment

Improvements {o investment property

investment in subsidiary

Proceeds from disposal of invesiment

property

Net cash (used in)/generated from investing
aclivities

Cash flows from financing activities
Movement in borrowings
Principal elements of lease paymenis

Net cash generated from/(used in) financing
activities
Net movement in cash and cash

equivalents

Cash and cash equivalents at
beginning of year

Cash and cash equivalents at end of year

Notes

27
23
24

4

17
16

11

Year ended 31 Decemher

Group Company
2022 2021 2022 2021
€ € € €
1,834,625 976,140 1,772,739 (298,949)
6,752 28,090 - -
(1,229,188) (1,059,686) (357,115)  (439,282)
- - - 13,462
612,189  (55456) 1,415,624  (724,769)
(1,252,384) (1,347,907)  (22,978) (223,068)
531,312 1,177,055 9,001 19,000
(415,052)  (670,498) - _
- i (1,200) .
- - 1,300,000 -
(1,136,124)  (841,350) 1,284,823  (204,068)
1,884,265 1,682,897 (2,446,998) 915,241
(137,076)  (108,844) . -
1,747,189 1,574,053 (2,446,998) 915,241
1,223,254 677247 253,449  (13,506)
(1,607,045) (2,284,204) (2,376,733) (2,363,137)
(383,791) (1,607,047) (2,123,284) (2,376,733)

The notes on pages 16 to 59 are an integral part of these consolidated financial statements.
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Notes to the consolidated financial statements

1.

Summary of significant accounting policies

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

1.1 Basis of preparation

The consolidated financial statements include the financial statements of United Group Limited and
its subsidiaries. These consolidated 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 (Cap. 386). The consolidated financial statements have been prepared
under the historical cost convention as modified by the revaluation of property, plant and equipment,
and the fair valuation of investment property and available-for-sale financial assets.

The preparation of financial statements in conformity with IFRSs as adopted by the EU requires the
use of certain critical accounting estimates. It also requires directors to exercise their judgement in
the process of applying the group’s and company's accounting policies (see Note 3 — Critical
accounting estimates and judgements).

Going concern

As at 31 December 2022, the Group and Company had a net current liability position of €12,165,052
and €8,039,273 respectively (2021: €10,339,650 and €4,038,850 respectively). As disclosed in Note
17 - Borrowings, as at 31 December 2022, the Group had bank facilites not yet drawn-down
amounting to €8,100,000, which the Group will be availing of to refinance borrowing commitments
falling due within the next 12 months.

Furthermore, Management and the Board of Directors of the Group and Company have prepared
detailed base case projections for profitability and cashflows extending beyond the 12 months from
the date of reporting of these financial statements. The Group and Company’s profitability and
cashflow projections indicate that enough resources are available to cover their commitments,
including the bond coupon for the next 12 months and to continue operating as a going-concern.

Standards, interpretations and amendments to published standards effective in 2022

In 2022, there were no amendments to existing standards that were mandatory for the Group and
Company to be adopted for the accounting period beginning on 1 January 2022.

Standards, interpretations and amendments fo published standards that are not yet adopted

Certain amendments and interpretations to existing standards have been published by the date of
authorisation for issue of these financial statements but are mandatory for the Group and Company’s
accounting periods beginning after 1 January 2022. The Group and Company have not early adopted
these revisions to the requirements of IFRSs as adopted by the EU and the directors are of the
opinion that there are no requirements that will have a possible significant impact on the Group and
Company's financial statements in the period of initial application.

16
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Summary of significant accounting policies - continued

1.2  Consolidation

(a)  Subsidiaries

Subsidiaries are ali entities over which the group has the power to govern the financial and operating
policies generally accompanying a sharehoiding of more than one half of the voling rights. The
existence and effect of potential voting rights that are currently exercisable or convertible are
considered when assessing whether the group controls another entity. Subsidiaries are fully
consolidated from the date on which control is transferred to the group. They are de-consolidated
from the date that control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the group.
The cost of an acquisition is measured as the fair value of the assets given, equity instruments issued
and liabilities incurred or assumed at the date of exchange, plus costs direclly attributable to the
acquisition. Identifiable assets acquired and liabilities and contingent liabilities assumed in a business
combination are measured initially at their fair values at the acquisition date, irrespective of the extent
of any minority interest. The excess of the cost of acquisition over the fair value of the group’s share
of the identifiable net assets acquired is recorded as geodwill. If the cost of acquisition is less than
the fair value of the net assets of the subsidiary acquired, the difference is recognised directly in the
statement of comprehensive income (see Note 1.7).

Inter-company fransactions, balances and unrealised gains on transactions between group
companies are eliminated. Unrealised losses are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the policies adopted by the group.

A listing of the subsidiaries is set out in Note 7 to the financial statements.
(b}  Associates and jointly-controlfed entities

Associates and jointly-controlled entities are all entilies over which the group has significant influence
but not control, generally accompanying a shareholding of between 20% and 50% of the voting rights.
Investments in associates and jointly-controlled entities are accounted for by the equity method of
accounting and are initially recognised at cost. The group’s investment in associates and jointly-
controlled entities includes goodwill identified on acquisition net of any accumulated impairment loss.
See Note 1.7 for the impairment of non-financial assets including goodwill.

The group’s share of its associates and joinlly-controlled entities’ post-acquisition profits or losses is
recognised in the statement of comprehensive income, and its share of post-acquisition movements
in reserves is recognised in reserves. The cumulative post-acquisition movemenis are adjusted
against the carrying amount of the investment. When the group’s share of losses in an associate or
a jointly-controlied entity equals or exceeds its interest in the associate or jointly-conirolled entity,
including any other unsecured receivables, the group does not recognise further losses, unless it has
incurred obligations or made payments on behalf of the associale or jointly-controlted entity.

Unrealised gains on fransactions between the group and iis associates and jointly-conirolied entities
are eliminated to the extent of the group’s interest in the associates and jointly-controlled entilies.
Unrealised losses are also eliminated unless the transaclion provides evidence of an impairment of
the asset transferred. Accounting policies of associates and jointly-controlled entities have been
changed where necessary to ensure consistency with the policies adopted by the group.

A listing of the group's associates and jointly-controlled entities is set out in Note 8 to the financiai
statements.
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Summary of significant accounting policies - continued
1.3 Foreign currency translation
(a)  Functional and presentation currency

Items included in the financial statements of each of the group’s entities are measured using the
currency of the primary economic environment in which the entity operates ('the functional currency’).
The consolidated financial statements are presented in euro which is the group'’s functional currency
and the group’s presentation policy.

(b)  Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. 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 liabilities denominated in foreign currencies are recognised in profit or loss.

All foreign exchange gains and losses are presented in profit or loss within ‘administrative expenses’.
1.4  Property, plant and equipment

All property, plant and equipment are initially recorded at historical cost. Land and buildings are
subsequently shown at market value, based on periodic valuations by external independent valuers,
less subsequent depreciation for buildings. Valuations are carried out on a regular basis, but at least
every five years unless the directors consider it appropriate to have an earlier revaluation such that
the carrying amount of property does not differ materially from that which would be determined using
fair values at the end of the reporting period. Any accumulated depreciation at the date of revaluation
is eliminated against the gross carrying amount of the asset, and the net amount is restated to the
revalued amount of the asset. All other property, plant and equipment is stated at historical cost less
depreciation and impairment losses. Historical cost includes expenditure that is directly attributable
to the acquisition of the items. All other plant and equipment are stated at historical cost less
depreciation.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow
to the group and the cost of the item can be measured reliably. All other repairs and maintenance
are charged to profit or loss during the financial year in which they are incurred.

Increases in the carrying amount arising on revaluation are credited to other comprehensive income
and shown as a revaluation reserve in shareholders’ equity. Decreases that offset previous increases
of the same asset are charged in other comprehensive income and debited against the revaluation
reserve directly in equity; all other decreases are charged to profit or loss. Each year the differences
between depreciation based on the revalued carrying amount of the asset charged to profit or loss
and depreciation based on the asset’s original cost, is transferred from the revaluation reserve to
retained earnings.

Land is not depreciated as it is deemed to have an indefinite life. Depreciation on other assets is
calculated using the straight-line method to allocate the cost of the assets to their residual values
over their estimated useful lives, as follows:

%

Improvement to premises 1

Plant and machinery 10 - 25
Furniture, fittings and office equipment 7' - 33
Motor vehicles 20
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Summary of significant accounting policies - continued
1.4  Property, plant and equipment - continued

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of
each reporting period. An asset’'s carrying amount is written down immediately to its recoverable
amount if its carrying amount is greater than its estimated recoverable amount (see Note 1.7).

Gains and losses on disposals are determined by comparing proceeds with the carrying amount, and
are recognised in profit or loss. When revalued assets are sold, the amounts included in the
revaluaiion reserve relating to the assels are transferred 1o retained earnings.

1.5 Investment property

Property that is held for long-term rental yields or for capital appreciation or both, and that is not
occupied by the group, is classified as investment property. investment property comprises freeheld
and leasehold land and buildings, and land and buildings held under long-term operating leases.

investment property is measured initially at its historical cost, including related transaction costs and
borrowing cosis. Historical cost includes expenditure that is directly atiributable to the acquisition of
the items. Borrowing costs incurred for the purpose of acquiring or constructing a qualifying
invesiment 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
assel is substantially complete and is suspended if the development of the asset is suspended. After
initial recognition, investment property is carried at fair value. Fair value is based on active market
prices, adjusted, if necessary, for any difference in the nature, location or condition of the specific
assel. If this information is not available, the group uses alternative valuation methods such as recent
prices on less active markets or discounted cash flow projections. These valuations are reviewed
periodically by the group directors,

The fair value of investment property reflects, among other factors, rental income from current leases
and assumptions about rental income from fulure leases in the light of current market conditions. The
fair value also reflects, on a similar basis, any cash outflows that could be expected in respect of the
property.

Subsequent expenditure is charged to the asset's carrying amount only when itis probable that future
economic benefits associated with the item will flow to the group and the cost of the item can be
measured reliably. All other repairs and maintenance costs are charged to profit or loss during the
financial period in which they are incurred. Changes in fair values are recorded in profit or loss.

Investment property that is being redeveloped for continuing use as investment property or for which
the market has become less active continues lo be measured at fair value. Fair value measurement
on property under construction is onty applied if the fair value is considered to be reliably measurable.

if an inveslment property becomes owner-occupied, it is reclassified as property, plant and
equipment, and its fair value at the date of reclassification becomes its cost for accounting purposes.

If an item of properly, plant and equipment becomes an invesiment property because its use has
changed, any difference resuiting belween the carrying amount and the fair value of this item at the
date of transfer is recognised in equity as a revaluation of property, plant and equipment under IAS
16. However, if a fair value gain reverses a previous impairment loss, the gain is recognised in the
statement of comprehensive income.

Where an investment properly undergoes a change in use, evidenced by commencement of
development with a view to sale, the property is transferred o inventories, A property’s deemed cost
for subsequent accounting as inventories is its fair value at the date of change in use.

19






























































































































