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Directors’ report

The directors present their report and the audited financial statements for the year ended 31 December
2017.

Principal activity

The Company’s principal activity is to hold immovable properties, raise financing from capital markets and
to finance the Gasan Group’s operations and its capital projects.

Review of the business
Performance

Revenue during the financial year amounted to €3,586,483 (2016: €3,453,593). This was generated from
interest charged to group companies on outstanding balances and rental income. Interest expense
amounted to €1,223,677 (2016: €1,251,938). Administrative expenses amounted to €346,714 (2016:
€327,897).

Following an increase in fair value of investment property of €851,268 (2016: nil}, the profit for the year
before taxation amounted to €2,867,360 (2016: €1,873,758). After deducting taxation, profit for the year
amounted to €2,235,800 (2016: €1,331,805).

Financial position

As at 31st December 2017, the Company's total asset base amounted to €58,593,196 (2016:
€56,346,165), an increase of €2,247,031 from the previous year. This increase was mainly related to
trade and other receivables which increased from €22,874,241 to €24,177,891 due to amounts advanced
to the parent company during the year as well as the revaluation of investment property.

Total equity increased by €2,235,800 to €30,151,113, reflecting the profit for the year.
Risk assessment

The Company is exposed to risks inherent to the business environment in which it operates. These risks
can be summarised into 3 categories:

(i) Strategic risk

This risk is determined by board decisions relating to the activities and direction of the Company. These
are the holding of immovable properties and the provision of financing requirements for the Gasan
Group’s operations. The directors believe that the strategic risk of the Company is being effectively
controlled through the selection of properties for investment and the financial strength of the Gasan Group
of Companies.
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Directors’ report - continued

Review of the business - continued

(i) Operational risk

The Company’s operational risk is inherent to the environment in which it operates. The main operational
risks that the Company is currently exposed to are:

- The current commercial rental market prevalent in Malta, which in the opinion of the directors allows
the Company to obtain rental rates that yield 5% on the carrying values of the properties;

- The location of its immoveable property, with both properties currently experiencing a regeneration in
the immediate vicinity due to projects being undertaken that are likely to have a positive knock-on
effect on the respective property values in the medium te long term;

- The extent of the lease terms currently in place, which the directors deem to be adequate and which
are summarised in note 19 to the financial statements.

Hence the directors consider that the current operational risk of the Company to be relatively low.
(iy Financial risk

The Company's activities potentially expose it to a variety of financial risks, namely market risk (including
cash flow interest rate risk), credit risk and liquidity risk. A detailed analysis of the Company's financial risk
is disclosed in note 2 to the financial statements.

Results and dividends

The statement of comprehensive income is set out on page 15. The directors do not recommend the
payment of a dividend (2016: €nil).

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

Joseph A, Gasan

Etienne Berg Cardona (appointed 23 February 2017)
Anthony R. Curmi

Mark Gasan

Publio sive Danny Rosso (appointed 1 January 2018)
Michael Soler

lan Suitana

Roderick E. D. Chalmers (resigned 1 January 2018)

The Company's Articles of Association do not require any director 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 that
give a true and fair view of the state of affairs of the Company as at the end of each reporting period and
of the profit or loss for that period.
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Statement of comprehensive income

Year ended 31 December

Notes 2017 2016

€ €

Revenue 12 3,586,483 3,453,583
Interest payable 13 (1,223,677) (1,251,938)
Gross profit 2,362,806 2,201,655
Change in fair value of investment property 851,268 -
Administrative expenses 14 (346,714) (327,897}
Profit before tax 2,867,360 1,873,758
Tax expense 15 (631,560)  (541,953)
Profit for the year - total comprehensive income 2,235,800 1,331,805
Earnings per share 17 1.60 0.95

The notes on pages 18 to 37 are an integral part of these financial statements.
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Statement of cash flows

Year ended 31 December

Notes 2017 2016
€ €

Cash flows from operating activities
Cash generated from operations 18 2,005,058 6,688,665
Interest paid (1,219,231) (1,263,055)
Tax paid (699,114) (734,854)
Net cash generated from operating activities 186,713 4,690,756

Cash flows from investing activities
Additions of investment property (92,113) {71,924)
Net cash used in investing activities (92,113) {71,924)

Cash flows from financing activities
Redemption of bond 10 (94,600) (7,000}
Repayment of bank loan - {4,611,832)
Net cash used in financing activities (94,600) (4,618,832)
Net movement in cash and cash equivalents - -
Cash and cash equivalents at beginning of year - -
Cash and cash equivalents at end of year 6 - -

The notes on pages 18 to 37 are an integral part of these financial statements.
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Notes to the financial statements

1.

Summary of significant accounting policies

The principal accounting policies applied in the preparation of these 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

These financial statements have been prepared in accordance with the requirements of
International Financial Reporting Standards (IFRSs) as adopted by the EU and with the
requirements of the Maltese Companies Act (Cap. 386). They have been prepared under the
historical cost convention, except as modified by the fair valuation of investment property.

The preparation of financial statements in conformity with IFRSs as adopted by the EU requires the
use of certain accounting estimates. It also requires directors to exercise their judgment in the
process of applying the Company’s accounting policies {see note 3 — Critical accounting estimates
and judgments).

Standards, interpretations and amendments to published standards effective in 2017

In 2017, the Company adopted new standards, amendments and interpretations to existing
standards that are mandatory for the Company's accounting period beginning on 1 January 2017,
The adoption of these revisions to the requirements of IFRSs as adopted by the EU did not result in
substantial changes to the Company’s accounting policies.

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

Certain new standards, amendments and interpretations to existing standards have been published
by the date of authorisation for issue of these financial statements but are not mandatory for the
Company’s current financial period ending 31 December 2017. The Company has not early
adopted these revisions to the requirements of IFRSs as adopted by the EU and the assessment of
the Company’s Directors of the impact of the new standards and interpretations that have an impact
on the Company is set out below.

IFRS 9 - ‘Financial instruments’

IFRS 9, which is effective for accounting periods commencing on 1 January 2018, addresses the
classification and measurement of financial assets, and replaces the multiple classification and
measurement models in IAS 32 with a single model that has only three classification categories:
amortised cost, fair value through Other Comprehensive Income (‘OCI'} and fair value through profit
or loss. Classification under IFRS 9 is driven by the reporting entity's business model for managing
the financial assets and the contractual characteristics of the financial assets. Furthermore, there is
now a new expected credit losses model that replaces the incurred loss impairment model used in
IAS 39. IFRS 8, also addresses the classification and measurement of financial liabilities, and
retains the majority of the requirements in IAS 39 in relation to financial liabilities.
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Summary of significant accounting policies - continued
1.1 Basis of preparation - continued
IFRS 9 - ‘Financial instruments’ - continued

The Company has reviewed its financial assets and liabilities and is expecting the following impact
from the adoption of the new standard on 1 January 2018:

The new impairment model requires the recognition of impairment provisions based on impairment
credit losses rather than only incurred credit iosses. For the Company, it applies to financial assets
classified at amortised cost and lease receivables. Based on the assessments undertaken to date,
the Company expects an immaterial increase in the impairment provisions for trade receivables.

The assessment mainly considered that the Company does not have a history of bad debts, in view
of the fact that it has a strong credit control environment and its receivables at the end of the
reporting petiods are low and mainly represent invoiced rents in advance. With respect to the loans
to the immediate parent and to the intermediate parent, the Directors are not expecting a significant
increase in the credit risk since initial recognition. in their assessment, the Directors also noted that
there were no expected declines in rental income streams or increases in operating costs. On this
basis, the Company does not expect provision for impairment with respect to these loans.

There will be no impact on the Company’s accounting for financial liabilities.

The new standard also introduces expanded disclosure requirements and changes in presentation
with respect to the Company’s financial instruments, particularly in the year of the adoption of IFRS
9.

IFRS 16 - ‘Leases’

IFRS 16 was published in January 2016 and will be effective from 1 January 2019, replacing AS 17
‘Leases’. The Company does not expect to early-adopt the standard and so transition to IFRS 16
will take place on 1 January 2019. The Company intends to apply the simplified transition approach
and will not restate comparative amounts for the year prior to first adoption.

The standard requires lessees to recognise assets and liabilities for all leases unless the lease term
is 12 months or less, or the underlying asset is of low value. It will result in almost all leases being
recognised on the balance sheet, as the distinction between operating and finance leases is
removed. Under the new standard, an asset (the right to use the leased item) and a financial liability
to pay rentals are recognised. The accounting for fessors will not significantly change.

1.2  Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the
chief operating decision-maker. The chief operating decision-maker, who is responsible for
allocating resources and assessing performance of the operating segments has been identified as
the board of directors that makes strategic decisions. The board of directors considers the
Company to be made up of one segment, that is raising financiat resources from capital markets to
finance the operations and capital projects of the Company and the Gasan Group. All the
Company's revenue and expenses are generated in Malta and revenue is mainly earned from other
companies forming part of the Gasan Group.
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Summary of significant accounting policies - continued
1.3  Foreign currency translation
Functional and presentation currency

ems included in these financial statements are measured using the currency of the primary
economic environment in which the entity operates ('the functional currency’). The euro is the
Company’s functional and presentation currency.,

1.4  Investment property

Investment property, comprising commercial premises including offices, shops and showrooms, is
held for long term rental yields or for capital appreciation or both and which is not occupied by the
Company is classified as investment property. Investment property comprises land and building
and is measured initially at its cost, including related transaction costs. After initial recognition,
investment property is carried at fair value. Fair vaiue is based on active market prices, adjusted, if
necessary, for any difference in the nature, location or condition of the specific asset. If this
information is not available, the Company uses alternative valuation methods such as recent prices
on less active markets or discounted cash flow projections. These valuations are reviewed annually
by the directors. Investment property being redeveloped for continuing use as investment property
or for which the market has become less active continues to be measured at fair vaiue. The fair
value of investment property reflects, among other things, rental income from current leases and
assumptions about rental income from future leases in the light of current market conditions.

Subsequent expenditure is charged to the asset’s carrying amount only when it is probable that
future economic benefits associated with the item will flow to the Company and the cost of the item
can be measured reliably. All other repairs and maintenance costs are charged to the statement of
comprehensive income during the financial peried in which they are incurred.

Changes in fair values are recorded in the profit or loss for the year and then transferred to “Other
reserve” through the statement of changes in equity.

1.5 Impairment of non-financial assets

Assets that have an indefinite useful life, are not subject to amortisation and are tested annually for
impairment. Assets that are subject to amortisation are reviewed 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 carrying amount exceeds its
recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to sell
and value in use. For the purposes of assessing impairment, assets are grouped at the lowest
levels for which there are separately identifiable cash flows (cash-generating units). Non-financial
assets, other than goodwill, that suffered an impairment are reviewed for possible reversal of the
impairment at the end of each reporting period.

1.6 Financial assets

1.6.1 Classification

The Company classifies #s financial assets (other than investments in associates and in
subsidiaries} in the following categories: available-for-sale, fair value through profit or loss and loans

and receivables. The classification depends on the purpose for which the financial assets were
acquired. Management determines the classification of its financial assets at initial recognition.
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Summary of significant accounting policies - continued
1.6  Financial assets - continued

1.6.1 Classification - continued

{a) Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated in this category or
not classified in any of the other categories. Investments intended to be held for an indefinite period
of time, which may be sold in respense to needs for liquidity or changes in interest rates, exchange
rates or equity prices are classified as available-for-sale assets. They are inciuded in non-current
assets unless the asset matures or management intends to dispese of it within twelve menths from
the end of the reporting period.

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

Management determines the appropriate classification of its investments at initial recognition and
re-evaluates such designation at every reporting date.

Financial assets at fair value through profit or loss are financial assets held for trading. A financial
asset is designated in this category if acquired principally for the purpose of selfing in the short term
or if s0 designated by management.

Assets in this category are classified as current assets if they are either held for trading or are
expected to be realised within 12 months of the reporting date.

All purchases and sales of investments are recognised on the trade date, which is the date that the
Company commits to purchase and sell the asset. Investments are initially recognised at fair value
plus transaction costs for all financial assets not carried at fair value through profit or loss.
Investments are derecognised when the rights to receive cash flows from the investments have
expired or have been transferred and the Company has transferred substantially all risks and
rewards of ownership. Financial assels at fair value through profit or loss are subsequently carried
at fair value. Realised and unrealised gains and losses arising from changes in fair value of the
financial assets at fair value through profit or loss' category are included in the profit or loss in the
pericd in which they arise. The fair values of quoted investments are based on current bid prices.

The Company assesses at each reporting date whether there is objective evidence that a financial
assets or a group of financial assets is impaired (note 1.6.3).

On disposal, the difference between the net disposal proceeds and the carrying amount is included
in the net profit or loss for the period.

Gains or losses arising from changes in the fair value of the ‘financial assets at fair value through
profit or loss’ category are presented in the profit or loss within ‘investment income' in the period in
which they arise. Dividend income from financial assets at fair value through profit or loss is
recognised in the profit or ioss as part of investment income when the Company’s right to receive
payments is established.

{c) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not guoted in an active market. They arise when the Company provides money, goods or
services directly to a debtor with no intention of trading the asset. The Company's loans and
receivables include trade and other recelvables and cash and cash equivalents in the statement of
financial position (notes 1.8 and 1.9).
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Summary of significant accounting policies - continued
1.6 Financial assets - continued
1.6.2 Recognition and measurement

The Company recognises a financial asset in its statement of financial position when it becomes a
party to the contractual provision of the instrument. Regular way purchases and sales of financial
assets are recognised on settiement date, which is the date on which an asset is delivered to or by
the Company. Any change in fair value for the asset to be received is recognised between the
trade date and settiement date in respect of assets which are carried at fair value in accordance
with the measurement rules applicable to the respective financial assets.

Financial assets are initially recognised at fair value plus transaction costs. Available-for-sale
financial assets are subsequently carried at fair value. Loans and receivables are subsequently
carried at amortised cost using the effective interest method, less any provision for impairment.
Amortised cost is the initial measurement amount adjusted for the amortisation of any difference
between the initial and maturity amounts using the effective interest method.

Financial assets are derecognised when the rights to receive cash flows from the financial assets
have been expired or have been transferred and the Company has transferred substantially alt risks
and rewards

Changes in the fair value of monetary securities denominated in a foreign currency and classified
as availabie-for-sale are analysed between franslation differences resulting from changes in
amortised cost of the security and other changes in the carrying amount of the security. The
transiation differences on monetary securities are recognised in profit or loss; translation
differences on non-monetary securities are recognised in other comprehensive income. The other
changes in the fair value of monetary and non-monetary securities classified as available-for-sale
are recognised in other comprehensive income directly in equity.

When securities classified as available-for-sale are sold or impaired, the accumulated fair value
adjustments recognised in equity are included in profit or loss within ‘investment and other related
income’.

{(a) Assels carried at amortised cost

For financial assets carried at amortised cost, the amount of the loss is measured as the difference
between the asset's carrying amount and the present value of estimated future cash flows
{excluding future credit losses that have not been incurred) discounted at the financial asset’s
original effective interest rate. The asset's carrying amount is reduced and the amount of the loss
is recognised in profit or loss. If, in a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an event occurring after the impairment
was recognised (such as an improvement in the debtor's credit rating), the reversal of the
previously recognised impairment loss is recognised in profit or loss.

(b) Assetls classified as avaifable-for-sale

For debt securities, the Company uses the criteria referred to in (a) above. In the case of equity
securities classified as available-for-sale, a significant or prolonged decline in the fair value of the
security below its cost is considered an indicator that the securities are impaired. If objective
evidence of impairment exists for availabie-for-sale financial assets, the cumutative loss - measured
as the difference between the acquisition cost and the current fair value, less any impairment loss
on that financial asset previously recognised in profit or foss - is reclassified from equity to profit or
loss as a reclassification adjustment. Impairment losses recognised in profit or loss on equity
instruments are not reversed through profit or loss.
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Summary of significant accounting policies - continued
1.6 Financial assets - continued
1.6.3 Impairment

The Company assesses at the end of each reporting period whether there is objective evidence
that a financial asset or a group of financial assets is impaired. A financial asset or a group of
financial assets is impaired and impairment losses are incurred only if there is objective evidence of
impairment as a result of one or more events that occurred after the initial recognition of the asset
(a ‘loss event) and that loss event (or events) has an impact on the estimated future cash flows of
the financial asset or group of financial assets that can be reliably estimated. The Company first
assesses whether objective evidence of impairment exists. The criteria that the Company uses to
determine that there is objective evidence of an impairment loss include:

» significant financial difficulty of the issuer or obligor;
» abreach of contract, such as a default or delinguency in interest or principal payments;
= it becomes probable that the borrower will enter bankruptcy or other financial reorganisation.

1.7 Bills of exchange
Bills of exchange are acquired at an amount based on the discounted face value.
1.8 Trade and other receivables

Trade receivables comprise amounts due from customers for services rendered in the ordinary
course of business. If collection is expected in one year or less (or in the normal operating cycle of
the business if longer}, they are classified as current assets. If not, they are presented as non-
current assets,

Trade and other receivables are recognised initially at fair value and subsequently measured at
amortised cost using the effective interest method, less provision for impairment. A provision for
impairment of frade and other receivables is established when there is objective evidence that the
Company will not be able to collect all amounts due according to the original terms of the
receivables. Significant financial difficulties of the debtor, probability that the debtor will enter
bankruptcy or financial reorganisation, and defauit or delinquency in payments are considered
indicators that the receivable is impaired. The amount of the provision is the difference between
the asset’s carrying amount and the present value of estimated future cash flows, discounted at the
original effective interest rate. The carrying amount of the asset is reduced through the use of an
allowance account, and the amount of the loss is recognised in the profit and loss for the year
within ‘administrative expenses’. When a receivable is uncollectible, it is written off against the
allowance account for trade and other receivables. Subsequent recoveries of amounts previously
written off are credited against ‘administrative expenses’ in the statement of comprehensive
income.

1.9 Cash and cash equivalents
Cash and cash equivalents are carried in the statement of financial position at face value. In the

statement of cash flows, cash and cash equivalents includes cash in hand and deposits held at call
with banks,
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Summary of significant accounting policies - continued
1.10 Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
shares are shown in equity as a deduction, net of tax, from the proceeds,

1.11 Trade and other payables

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

Trade and other payables are recognised initiaily at fair value and subsequently measured at
amortised cost using the effective interest method.

1.12 Borrowings

Borrowings are recognised initially at fair value of proceeds received, net of transaction costs
incurred. These costs include underwriting, legal and professional fees, stockbrokers’ commission
and advertising costs. Borrowings are subsequently carried at amortised cost; any difference
between proceeds (net of transaction costs) and the redemption value is recognised in the
statement of comprehensive income over the period of the borrowings using the effective interest
method.

Borrowings are classified as current liabilitiss unless the Company has an unconditional right to
defer settlement of the liability for at least twelve months after the end of the reporting period.

1.13 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the statement of financial
position when there is a legally enforceable right to set off the recognised amounts and there is an
intention to settle on a net basis, or realise the asset and settle the liability simultaneously.

1.14 Provisions

Provisions are recognised when the Company has a present legal or constructive obligation as a
result of past events, it is probable that an outflow of resources embodying economic benefits will
be required to settle the obligation, and a reliable estimate of the amount of the obligation can be
made.

1.15 Current and deferred tax
The tax expense for the period comptrises current and deferred tax. Tax is recognised in the profit

or loss for the year, except to the extent that it relates to items recognised directly in equity. In this
case, the tax is also recognised directly in equity.
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Summary of significant accounting policies - continued

1.15 Current and deferred tax - continued

Deferred tax is recognised, using the liability methed, on temporary differences arising between the
tax bases of assets and liabilities and their carrying amounts in the financial statements. However,
the deferred tax is not accounted for if it arises from initiat recognition of an asset or liability in a
transaction other than a business combination that at the time of the transaction affects neither
accounting nor taxable profit or loss. Deferred tax is determined using tax rates {(and laws) that
have been enacted or substantively enacted by the end of the reporting period and are expected to
apply when the related deferred tax asset is realised ar the deferred tax liability is settled.

Deferred tax assets are recognised only to the extent that it is probable that future taxable profit will
be available against which the temporary differences can be utilised.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset
current tax assets against current tax liabilities and when the deferred income taxes assets and
Kiabilities relate to income taxes levied by the same taxation authority on either the taxable entity or
different taxable entities where there is an intention to settle the balances on a net basis.

1.16 Borrowing costs

interest costs on borrowing to finance the construction of investment property are capitalised during
the period of time that is required to complete and prepare the asset for its intended use. All other
borrowing costs are expensed.

1.17 Revenue recognition

Revenue is recognised as it accrues, unless collectability is in doubt, and is shown net of sales
taxes.

1.18 Dividend distribution

Dividend distribution to the Company’s sharehclders is recognised as a liability in the Company's
financial statements in the period in which they are declared.

Financial risk management

2.1 Financial risk factors

The Company's activities potentially expose it o a variety of financial risks: market risk (including
cash flow interest rate risk), credit risk and liquidity risk. The Company’s overall risk management
focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects

on the Company’s financial performance. The Company did not make use of derivative financial
instruments to hedge risk exposures during the current and preceding financial years.

The board of directors provides principles for overall risk management, as well as policies covering
risks referred to above and specific areas such as investment of excess liquidity.

{a) Market risk

The Company is exposed to risks asscciated with the effects of fiuctuations in the prevailing levels
of the market interest rates on its financing position and cash flows.
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Financial risk management - continued
2.1 Financiat risk factors - continued
fa) Market risk - continued

As at the reporting date, the Company has fixed rate interest-bearing assets comprising bilis of
exchange and amounts owed by the intermediate parent company and fellow subsidiaries. It aiso
has borrowings issued af fixed rates consisting of bonds issued to the public which are carried at
amortised cost (refer to note 10). Accordingly, its revenue and operating cash flows are
substantially independent of changes in market interest rates. These instruments expose the
Company to fair value interest rate risk. However, as these instruments are measured at amortised
cost any changes in fair value as a resuit of changes in market interest rates will have no impact on
profit or loss and other comprehensive income.

(b) Credit risk

Credit risk arises from credit exposures to customers and amounts receivable from group
companies {ncte 5).

The maximum exposure to credit risk at the reporting date in respect of the financial assets
mentioned above is disclosed in note 5. The Company does not hold any collateral as security in
this respect.

Credit risk with respect to trade receivables is limited since the bills of exchange are subject to a full
right of recourse. Other significant debts are owed by the intermediate parent company or fellow
subsidiary. These debts are regularly monitored at group level and all amounts are deemed
recoverable.

With respect to amounts receivable arising from rental income, the Company assesses on an ongoing
basis the credit quality of the third party tenants, taking into account financial position, past experience
and other factors. The Company manages credit limits and exposures actively in a practicable
manner such that there are no material past due amounts receivable from third party tenants as at the
reporting date. The Company has no significant concentration of credit risk arising from third parties.

As of 31 December 2017, no trade receivables were impaired.
{¢c) Liquidity risk

The Company is exposed to liquidity risk in relation to meeting future cbligations associated with its
financial liabilities, which comprise principally interest-bearing borrowings and trade and other
payables (refer to notes 10 and 11). Prudent liquidity risk management includes maintaining
sufficient cash to ensure the availability of an adequate amount of funding to meet the Company’s
obligations and ensuring that alternative funding is available when the bank loan and bonds are due
for repayment.
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Financial risk management - continued

2.1 Financial risk factors - continued

fc}  Liguidity risk - continued

The following table analyses the Company's financial liabilities into relevant maturity groupings

based on the remaining period at the reporting date to the contractual maturity date. The amounts
disclosed in the table are the contractual undiscounted cash flows. Balances due within 12 months

equal their carrying balances, as the impact of discounting is not significant.

Between
Carrying Contractual On Due within 2andb
amount cashtflows demand one year years
. € € £ € €

31 December 2017
Trade and other payables 527,556 527,556 527,556 - -
Bond 24,743,932 27,338,443 - 1,220,022 26,118,422
Total 25,271,488 27,865,999 527,556 1,220,022 26,118,422
Between
Carrying Contractual On Due within 2and5
amount cashflows demand cne year years
€ € € € €

31 December 2016
Trade and other payables 534,762 534,762 534,762 - -
Bond 24,757,940 28,666,971 - 1,224,657 27,442,314
Total 25,292,702 29,201,733 534,762 1,224,657 27,442,314

2.2  Fair values of financial instruments

At 31 December 2017 and 2016 the carrying amounts of trade receivables, trade payables and
accrued expenses approximated their fair values due to the short term maturities of these assets and
liabilities. The carrying value of non-current receivables also approximates the fair value in view of
limited movements in market interest rates between the date of the issue of these instruments and
the reporting date. The fair value of non-current borrowings is disclosed in note 10.

2.3 Capital risk management

The Company considers its capital to comprise equity as stated in the Statement of Financial Position.
The Company’s objectives when managing capital are:

= to safeguard the Company’s ability to continue as a going concern in order to provide returns for
shareholders and benefits for other stakeholders;

* to maintain an optimal capital structure to reduce the cost of capital; and

» to comply with requirements of the Prospectus issued in relation to the bonds.
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Financial risk management - continued

2.3 Capital risk management - continued

The Company is committed to hold assets, to the amount of at least 105% of the aggregate
principal amount of the bonds still outstanding and bank borrowings. The Company was compliant
with this requirement throughout the year.

Critical accounting estimates and judgments

Estimates and judgments are continually evaluated and based on historical experience and other
factors including expectations of future events that are believed to be reasonable under the
circumstances. In the opinion of the directors, the accounting estimates and judgments made in the

course of preparing these financial statements are not difficult, subjective or complex to a degree
which would warrant their description as critical in terms of the requirements of IAS 1.

Investment property

Land and buildings

2017 2016
€ €
Year ended 31 December
At beginning of year 33,471,924 33,400,000
Additions 92,113 71,924
Fair value gains (note 8) 851,268 -
At end of year 34,415,305 33,471,924
At 31 December
Cost 15,894,847 15,802,734
Fair value gains 18,520,458 17,669,190
Net book amount 34,415,305 33,471,924

The Company's investment property consists of the Gasan Centre and the Piazzetta propetties.
Fair value of investment property

A vaiuation of the Company's land and buildings was performed to determine the fair value of the
land and buildings as at 31 December 2017 and 2016. The revaluation surplus net of applicable
deferred income taxes was credited to profit for the year and was subsequently transferred to ‘other
reserves’ in sharsholders’ equity {note 8). The following table analyses the non-financial assets
carried at fair value, by valuation method. The different levels have been defined as follows:

* Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1).

» Inputs other than quoted prices included within level 1 that are observable for the asset or
liability, either directly (that is, as prices) or indirectly (that is, derived from prices) {level 2).

» Inputs for the asset or liability that are not based on observable market data (that is,
unobservable inputs} (level 3).
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Investment property - continued
Fair value of investment property - continued

All the Company’s immovable property, comprising mainly office buildings, have been determined
to fall within level 3 of the fair valuation hierarchy.

The Company's policy is to recognise transfers into and out of fair value hierarchy levels as of the
beginning of the reporting period. There were no transfers between levels 1 and 2 during the year.

For all properties, their current use equates to the highest and best use.

Fair value measurements using significant unobservable inpuls (Level 3)

Commercial rents

2017 20186
€ €

Year ended 31 December
At beginning of year 33,471,924 33,400,000
Additions 92,113 71,924
Fair value movement of land and buildings 851,268 -
At end of year 34,415,305 33,471,924

Valuation processes

The valuations of the properties are performed annually by the directors on the basis of valuation
reports prepared by independent and qualified valuers. These reports are based on both:

s information provided by the Company such as current rents, terms and conditions of lease
agreements, service charges, capital expenditure, etc. This information is derived from the
Company's financiai and property management systems and is subject to the Company's
overall control environment; and

* assumptions and valuation models used by the valuers — the assumptions are typically market
related, such as yields and discount rates. These are based on their professional judgement
and market observation.

The information provided to the valuers — and the assumptions and the valuation models used by
the valuers — are reviewed by the executive directors. This includes a review of fair vatue
movements over the period.

When the executive directors consider that the valuation report is appropriate, the valuation report
is recommended to the board. The board considers the valuation report as part of its overall
responsibilities.

As at 31 December 2017, the fair values of the land and buildings have been determined by the
directors on the basis of valuation reports prepared by independent and qualified valuers.
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Investment property - continued

Fair value of investment property - continued

Valuation technigues

For level 3 office buildings and airspace with a total carrying amount of €34,415,305 (2016:
€33,471,924), the valuation was determined using rental income streams based on significant
unobservable inputs. These inputs include:

Future rental cash inflows  based on the actual location, type and quality of the properties and
supported by the terms of any existing lease, other coniracts or
external evidence such as current market rents for similar properties;

Capitalisation rates based on actual location, size and quality of the properties and taking
into account market data at the valuation date.

Information about fair value measurements using significant unobservable inputs (level 3)

Range of significant unobservable

inputs
Fair value

At 31 December  Valuation Rental Capitalisation
2017  technique value Growth rate rates
Description € % %
Oftice buildings €34,415,305 Future rental €61 to €126 1% to 4% 3% to 6%

cashflows  persguare

metre

For each valuation for which rental value, growth rate and the capitalisation rate have been
determined to be the significant unobservable inputs, the higher the rental value and growth rate,
the higher the fair value. Conversely, the lower the capitalisation rates, the higher the fair value.

If the investment property was stated on the historical cost basis the amounts would be as follows:

2017 2016

€ €

Cost 15,894,847 15,802,734
Accumutated depreciation {3,0256,001) (2,887,889)
Net bock amount 12,868,846 12,914,845

30




GASAN FINANCE COMPANY p.l.c.

Annual Report and Financial Statements - 31 December 2017

5. Trade and other receivables

Amounts owed from immediate parent company
Amounts owed from intermediate parent company
Amounts owed from fellow subsidiary

Loan to immediate parent company

Loan to intermediate parent company

Trade receivables

Indirect taxation

2017 2016

€ €

451,271 756,953
10,242 89,683

698 2,478
22,587,454 20,588,128
1,023,634 1,349,865
81,469 56,903
23,123 30,231
24,177,891 22,874,241

The loan to intermediate parent company and immediate parent company is unsecured, bears

interest at 7% (20186: 7%) per annum and is repayable on demand.

Amounts owed from immediate parent company, intermediate parent company and fellow

subsidiary are unsecured, interest free and repayable on demand.

6. Cash and cash equivalents

Although the Company enters into cash transactions in the normal course of its operations as
disclosed in the statement of cash flows, no cash or cash equivalents were held as at 31 December

2017 and 2016.

7. Share capital

Authorised, issued and fully paid
1,400,000 ordinary shares of €2.50 each

8. Other reserve

Investment property fair value reserve

Year ended 31 December

At beginning of year

Fair value of investment property (note 4)
Deferred tax charge to profit or loss

At end of year

2017 2016

€ €
3,500,000 3,500,000
2017 2016
€ €
14,617,595 14,610,403
851,268 -
94,338 7,192
15,563,201 14,617,595
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10.

Other reserve - continued
The balance as at 31 December represents the difference between the fair value of the investment

property, net of deferred tax and the historical cost. Such amount has been transferrad from
retained earnings to other reserve and in the opinion of the directors is non-distributable.

Deferred tax liabilities

2017 2016
€ €

Year ended 31 December
At beginning of year 3,089,035 3,110,050
Charge to profit for the year (note 15) 66,131 {21,015)
At end of year 3,155,166 3,089,035

Deferred taxes are calculated on temporary differences under the liability method using a principal
tax rate of 35% (2016: 35%), except for temporary differences on immovable property that are
calculated under the liability method using a principal tax rate of 10% of the carrying amounts
(2016: 10%). The deferred tax liabilities are mainly considered to be of a non-current nature.

Deferred tax liability on investment property is net of €340,429 (2016: €340,429) in respect of
property purchased from the parent company during 2003. In terms of an agreement with the
parent, if the property is disposed by the Company, the capital gains tax liability attributable to the
amount at which the property was sold to the Company is to be borne by the parent company.

The balance at 31 December represents:

2017 2016

€ €

Temporary differences on investment property 3,101,102 3,006,763
Temporary differences on bond issue costs 54,064 82,272

3,155,166 3,089,035

Borrowings
2017 2016
€ £
Non-current
Bonds (note a) 24,743,932 24,757,940
Total non-current borrowings 24,743,932 24,757,940
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10.

11.

12.

Borrowings - continued

{a) The bonds are disclosed at the value of the proceeds less the net book amount of the issue
costs, as folfows:

2017 2016
€ €

Proceeds
24,898,400 (2016: 24,993,000} 4.9% bonds 2019/2021 24,898,400 24,993,000
Issue costs 483,552 483,552
Accumulated amortisation (329,084)  {248,492)
154,468 235,060
Amortised cost and closing carrying amount of the bonds 24,743,932 24,757,940

During the vyear, the Company re-purchased and subsequently cancelled €94,600 of the
outstanding bonds (2016: €7,000).

The quoted market price as at 31 December 2017 for the 4.9% bonds 2019/2021 was €102.51
(2016: €104.75).

Trade and other payables

2017 2016
€ €

Current
Capital and other payables 242,814 215,046
Interest payable 90,652 86,206
Accruals and deferred income 194,090 200,577
Amounts due to fellow subsidiaries - 32,934

527,556 534,763

Amounts due to fellow subsidiaries are unsecured, interest free and repayable on demand.

Revenue
2017 20186
€ €
Rental income from investment property 1,771,603 1,676,499
Interest income 1,799,880 1,774,488
Other income 15,000 2,606

3,686,483 3,453,593

Details of revenue derived from related parties is disclosed in note 20.
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13.

14.

15.

Interest payable

Interest expense on honds
Interest expense on hank loan

Expenses by nature

Amortisation of bonds issue costs
Administration and other charges
Investment property expenses
Professional fees

Total administrative expenses

Auditor’s fees

2017 2016
€ €

1,223,677 1,224,908
- 27,030

1,223,677 1,251,938

2017 2016

€ €
80,592 80,592
226,359 216,184
26,119 17,905
13,644 13,216

346,714 327,897

Fees charged by the auditor for services rendered during the financial periods ended 31 December

2017 and 2016 relate to the following:

Annual statutory audit
Tax advisory and compliance services

Tax expense

Current tax expense
Deferred tax expense/(credit) (note 9)

2017 2016
€ €
6,000 5,700
885 1,190
6,885 6,890
2017 2016
€ €

565,429 562,968
66,131 (21,015)

631,560 541,953
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15.

16.

17.

Tax expense - continued

Profit before tax

Tax at 35%

Tax effect of:
Expenses not deductible for tax purposes
Maintenance allowance claimed on rented propeny
Changes in fair value of investment property
Temporary differences re effect of change in taxation of

investmeant property
Income subject to tax at reduced rates

{Over)/under provision in ptior years

Tax expense

Director’'s emoluments

Fees

Earnings per share

The tax on the Company’s profit before tax differs from the theoretical amount that would arise
using the basic tax rate as follows:

2017 2016

€ €
2,867,360 1,873,758
1,003,576 655815
9,142 11,797
(106,663)  (103,740)
(297,944) -
94,338 7,192
(53,320)  (42,060)
(17,569) 12,949
631,560 541,953
2017 2016

€ €

4,900 2,400

Earnings per share is based on the profit for the year attributable to equity holders of the Company
divided by the weighted average number of ordinary shares in issue during the year.

Profit attributable to equity holders of the Company (€)
Woeighted average number of ordinary shares in issue

Earnings per share (€)

2017
2,235,800
1,400,000

1.60

2016

1,331,805

1,400,000

0.85
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18.  Cash generated from operations

2017 2016
€ €
Profit before tax 2,867,360 1,873,758
Adjustments for:
Amortisation of bond issue costs 80,592 80,592
Interest expense 1,223,677 1,251,938
Change in fair value of investment property (note 4) (851,268) -
Changes in working capitai:
Advances {from)/to group companies (1,319,126) 3,411,302
Trade and other receivables (17,458) (19,878)
Trade and other payables 21,281 90,953
Cash generated from operations 2,005,058 €,688,665
19.  Capital commitments
Operating lease commitments — where the Company is the lessor
The future minimum rent receivable is as follows:
2017 2016
€ 3
No later than 1 year 1,817,575 1,649,826
Later than 1 year and no later than 5 years 4,981,456 6,767,124

6,799,031 8,416,950

The above operating lease commitments include rent charged to Gasan Properties Limited. In
accordance with an agreement which took effect in 2013 and which runs for a period of eight years,
the Company is charging Gasan Properties Limited an annual rent with regular increments until
2021. The lessee is obliged to acquire the property during the period of the lease, if requested by
the lessor, at the market value based on architect’s valuation.







