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Easysell Limited (formerly Easysell Kia (Malta) Limited)

Director’s report

The directors submit their annual report and the financial statements for the year ended 31
December 2019.

Principal activity
The principal activity of Easysell Limited is to hold and develop immovable property.

Performance review

The statement of comprehensive income is set out on page 8. During the year, the Company
generated a profit before tax of EUR4,595,424 (2018: EUR7,810,414). The results for the year are
influenced by the fair value gain registered on investment property held which amounted to

EUR4,138,786 (2018: EUR7,541,472).

Dividends
During the year ended 31 December 2019, the Company declared a dividend of EUR150,000

(2018: None).

Financial risk management
The Company's activities expose it to a variety of financial risks, including credit risk and liquidity

risk. Please refer to note 24 in these financial statements.

Events after the end of reporting period
Such events are disclosed in Note 25 to the financial statements.

Future Developments
The directors expect that the present level of activity will improve in 2020 following the

completion of the development on its investment property. Rental agreements are in place with
new tenants which will ensure significant occupancy of the premises.

Going concern assumption

The directors have assessed the appropriateness of the going concern basis by reviewing cash
forecasts prepared by management. These projections take into account the effect of Covid-19 on
the cash flow, which is further discussed in Note 25 of these financial statements and indicate that
the Company will have sufficient resources to meet its obligations as they fall due. The shareholders
of the Group, of which the company forms part of, have confirmed their commitment to support the

Company financially or otherwise should this be required.

At the time of approving these financial statements, the Directors have determined that there is a
reasonable expectation that the Company has adequate resources to continue operating for the
foreseeable future and continue adopting the going concern basis in preparing the financial

statements.




Easysell Limited (formerly Easysell Kia (Malta) Limited)

Director’s report - continued

Directors
The names of the directors of the Company who held office during the year to date are set out on

page 2. In accordance with the Company’s Memorandum and Articles of Association, the present
directors remain in office.

Auditors
Ernst & Young Malta have expressed their willingness to continue in office and a resolution for

their re-appointment will be proposed at the Annual General Meeting.

Statement of directors’ responsibilities

The directors are required by Companies Act (Cap. 386) of the laws of Malta (the “Companies Act”)
to prepare financial statements in accordance with generally accepted accounting principles and
practice which give a true and fair view of the state of affairs of the Company at the end of each

financial year and of the profit or loss of the Company for the year then ended.

In preparing the financial statements, the directors should:

e select suitable accounting policies and apply them consistently;

e make judgements and estimates that are reasonable; and

e prepare the financial statements on a going concern basis, unless it is inappropriate to
presume that the Company will continue in business as a going concern.

e account for income and charges relating to the accounting period on the accrual basis;

e value separately the components of asset and liability items;

e report comparative figures corresponding to those of the preceding accounting period;

The directors are responsible for ensuring that proper accounting records are kept which disclose
with reasonable accuracy at any time the financial position of the Company and which enable the
directors to ensure that the financial statements comply with the Companies Act and the
International Financial Reporting Standards as adopted by the EU. This responsibility includes
designing, implementing and maintaining 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. The directors are also responsible for safeguarding
the assets of the Company, and hence for taking reasonable steps for the prevention and detection
of fraud and other irregularities. 1

[
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The Directors’ Report was approved by:

e

Anthony Fenech Silvan FE\ﬁ'ech
Director Director \

\

\

\

30 June 2020
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INDEPENDENT AUDITOR’S REPORT
to the Shareholders of Easysell Limited

Report on the audit of the financial statements
Opinion

We have audited the financial statements Easysell Limited set on pages 8 to 37 which comprise the statement
of financial position as at 31 December 2019, and the statement of comprehensive income, the statement of
changes in equity and the statement of cash flows for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of
the Company as at 31 December 2019, and of its financial performance and its cash flows for the year then
ended in accordance with International Financial Reporting Standards as adopted by the EU (“IFRS”) and
the Companies Act, Cap. 386 of the Laws of Malta (the “Companies Act”).

Basis 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 are independent of the Company in accordance with the /nternational
Code of Ethics for Professional Accountants (including International Independence Standards) as issued by
the International Ethics Standards Board of Accountants (IESBA Code) together with the ethical
requirements that are relevant to our audit of the financial statements in accordance with the Accountancy
Profession (Code of Ethics for Warrant Holders) Directive issued in terms of the Accountancy Profession
Act, Cap. 281 of the Laws of Malta, and we have fulfilled our other ethical responsibilities in accordance with
these requirements and the [IESBA Code. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Emphasis of Matter

We draw attention to Note 25 of the financial statements, which describes the expected effect Covid-19 on
the Company. Our opinion is not modified in respect of this matter.

Other information

The directors are responsible for the other information. The other information comprises the information
included in the Annual Report, other than 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 other than our reporting on other legal and regulatory requirements.

In connection with our audit of the financial statements, our responsibility is to read the other information
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.

A member firm of Ernst & Young Global Limited
Registered in Malta No: C30252
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INDEPENDENT AUDITOR’S REPORT
to the Shareholders of Easysell Limited - continued

Report on the audit of the financial statements - continued
Responsibilities of the directors for the financial statements

The directors are responsible for the preparation and fair presentation of the financial statements in
accordance with IFRS and the requirements of the Companies Act, 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 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 Company or to cease operations,
or have no realistic alternative but to do so.

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 [SAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

e 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 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 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, future events or conditions may cause the Company to cease to continue as a going concern.

A member firm of Ernst & Young Global Limited
Registered in Malta No: C30252
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INDEPENDENT AUDITOR’S REPORT
to the Shareholders of Easysell Limited - continued

Report on the audit of the financial statements — continued
Auditor’s responsibilities for the audit of the financial statements - continued

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.

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.

Report on other legal and regulatory requirements

Matters on which we are required to report by the Companies Act

We are required to express an opinion as to whether the directors’ report has been prepared in accordance
with the applicable legal requirements. In our opinion the directors’ report has been prepared in accordance
with the Companies Act.

[n addition, in the light of the knowledge and understanding of the Company and its environment obtained
in the course of the audit, we are required to report if we have identified material misstatements in the
Directors’ report. We have not nothing to report in this regard.

We also have responsibilities under the Companies Act to report to you if in our opinion:
e  proper accounting records have not been kept;

e the financial statements are not in agreement with the accounting records;

e we have not received all the information and explanations we require for our audit.

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

e partmer in charge of the audit resulting in this independent auditor’s report is
Shawn Falzon for and on behalf of

Ernst & Young Malta Limited
Certified Public Accountants

30 June 2020

A member firm of Ernst & Young Global Limited
Registered in Malta No: C30252



Easysell Limited (formerly Easysell Kia (Malta) Limited)

Statement of profit or loss and other comprehensive income

Year ended 31 December 2019

Rental income

Other operating income

Administrative and other operating expenses
Change in fair value of investment property

Operating profit
Finance costs

Profit before tax
Income tax expense

Profit for the year

Total comprehensive income for the year

Notes

2019
EUR

643,267
67,244

(175,313)
4,138,786

4,673,984

(78,560)

4,595,424

(791,039)

3,804,385

3,804,385

2018
EUR

420,465
53,538
(61,299)
7,541,472

7,954,176

(143,762)

7,810,414

(1,297,140)

6,513,274

6,513,274




Easysell Limited (formerly Easysell Kia (Malta) Limited)

Statement of financial position

31 December 2019

ASSETS
Non-current assets
Investment property

Current assets

Trade and other receivables
Due from related parties
Cash and cash equivalents

Total assets

LIABILITIES

Current liabilities

Trade and other payables
Due to related parties
Loans and borrowings
Tax payable

Non-current liabilities
Loans and borrowings
Lease liabilities

Loans from related parties
Deferred tax liabilities

Total liabilities
Net assets
EQUITY

Share capital

Other equity
Retained earnings

Total equity

Notes

10

11
12
19

13
14
15

15
21
15
16

17
17
17

2019 2018
EUR EUR
28,307,876 22,000,000
28,307,876 22,000,000
254,276 461,185
182,033 238,422
124,974 25,000
561,283 724,607
28,869,159 22,724,607
821,975 427,281
259,632 266,493

- 266,560

90,325 13,616
1,171,932 973,950
- 3,489,605

191,783 191,834
3,143,407 -
2,830,788 2,200,000
6,165,978 5,881,439
7,337,910 6,855,389
21,531,249 15,869,218
1,164,687 1,164,687
6,300,076 4,292,430
14,066,486 10,412,101
21,531,249 15,869,218

1 January
2018
EUR

12,748,888

12,748,888

546,126
206,156

752,282
13,501,170

554,147
163,895
102,029

7,876

827,947

2,942,434

191,885
3,475,390
1,000,000

7,609,709
8,437,656
5,063,514

1,164,687

3,898,827

5,063,514

These financial statements on pages 8 to 37 were approved by the directors, authorised for

issue on 30 June 2020 and signed by:

Anthony Fenec
Director

Director

\

\\

Silvan Feneég\\ \
L\
'\

W\

\

“~



Easysell Limited (formerly Easysell Kia (Maita) Limited)

Statement of changes in equity

31 December 2019

Balance at 1 January 2018

Capital contributed

Total comprehensive income
for the year

Balance at 1 January 2019

Capital Contributed (note 17)
Total comprehensive income
for the year

Dividends (note 18)

Balance at 31 December
2019

Share
capital

EUR

1,164,687

1,164,687

Retained
earnings

EUR
3,898,827

6,513,274

10,412,101

3,804,385
(150,000)

Other
equity
EUR

4,292,430

4,292,430

2,007,646

Total
EUR

5,063,514
4,292,430
6,513,274
15,869,218

2,007,646
3,804,385

(150,000)

21,531,249

10



Easysell Limited (formerly Easysell Kia (Malta) Limited)

Statement of cash flows
31 December 2019

2019 2018
Note EUR EUR
Cash flows from operating activities
Profit before tax 4,595,424 7,810,414
Adjustments for:
Interest expense 78,560 143,762
Fair value gain on investment property 10 (4,138,786) (7,541,472)
Operating profit before working capital movement 535,198 412,704
Movement in trade and other receivables 206,909 84,941
Movement in due from related parties 56,389 (32,266)
Movement in due to related parties 394,694 (126,866)
Movement in trade and other payables (156,861) 102,598
1,036,329 441,111
Income taxes paid (83,542) (91,400)
Net cash flows from operating activities 952,787 349,711
Cash flows used in investing activities
Additions to investment property 10 (2,169,090) (1,709,640)
Cash flows from financing activities
Repayment of bank loans (3,684,787) -
Interest paid (71,378) (133,249)
Proceeds from bank loans - 711,702
Loans from related parties 4,500,000 -
Proceeds from additional contribution 17 583,006 817,040
Repayment of lease liabilities (10,564) (10,564)
Net cash flows from financing activities 1,316,277 1,384,929
Net movement in
cash and cash equivalents 99,974 25,000
Cash and cash equivalents
at the beginning of the year 25,000 -

Cash and cash equivalents
at the end of the year 19 124,974 25,000

11



Easysell Limited (formerly Easysell Kia (Maita) Limited)

Notes to the financial statements
31 December 2019

11

Company information and basis of preparation

Easysell Limited (formerly Easysell Kia (Malta) Limited (“the company”) is registered in Malta
as a limited liability company under the Companies Act, (Cap. 386) with registration number C
9778. The registered office of the company is Tum Invest, Mdina Road, Qormi, Malta. The
company changed its name from Easysell Kia (Malta) Limited to Easysell Limited on 8 February
2019.

The principal activity of the company is to hold and manage immovable property.

These financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRSs) as adopted by the EU and the requirements of Cap. 386 of the Laws
of Malta. The significant accounting policies adopted are set out in note 2 below.

The financial statements, for the year ended 31 December 2019, are the first the Company has
prepared in accordance with IFRS as adopted by the European Union. The previous financial
statements for the year end 31 December 2018, were prepared in accordance with the
Accountancy Profession (General Accounting Principles for Small and Medium-Sized Entities)
Regulations, 2015. The impact from the adoption of IFRSs is disclosed in Note 4.

Going concern assumption

As at 31 December 2019, the company’s current liabilities exceeded current assets by EUR
610,649 (2018 — EUR 249,343).

The directors have assessed the appropriateness of the going concern basis by reviewing cash
forecasts prepared by management. These projections take into account the effect of Covid-
19 on the cash flow, which is further discussed in Note 25 of these financial statements and
indicate that the Company will have sufficient resources to meet its obligations as they fall due.
The shareholders of the Group, of which the company forms part of, have confirmed their
commitment to support the Company financially or otherwise should this be required.

At the time of approving these financial statements, the Directors have determined that there
is a reasonable expectation that the Company has adequate resources to continue operating
for the foreseeable future and continue adopting the going concern basis in preparing the
financial statements.

Significant accounting policies

Investment property

Investment property is property held to earn rentals or for capital appreciation or both.
Investment property is recognised as an asset when it is probable that the future economic
benefits that are associated with the investment property will flow to the entity and the cost
can be measured reliably.

12



Easysell Limited (formerly Easysell Kia (Malta) Limited)

Notes to the financial statements
31 December 2019

2. Significant accounting policies (continued)
Investment property (continued)

Investment property is initially measured at cost, including transaction costs. Subsequent
to initial recognition, investment property is stated at fair value at the end of the reporting
period. Gains or losses arising from changes in the fair value of investment property are
recognised in profit or loss in the period in which they arise, including the corresponding
tax effect. Fair values are determined by a professionally qualified architect/surveyor on
the basis of market values.

Investment property is derecognised on disposal or when it is permanently withdrawn from
use and no future economic benefits are expected from its disposal. Gains or losses on
derecognition represent the difference between the net disposal proceeds, if any, and the
carrying amount and are recognised in profit or loss in the period of derecognition. The
amount of consideration to be included in the gain or loss arising from the de-recognition
of investment property is determined in accordance with the requirements for determining
the transaction price in IFRS 15.

Financial instruments

Financial assets and financial liabilities are recognised when the company becomes a party
to the contractual provisions of the instrument. Financial assets and financial liabilities are
initially recognised at their fair value plus directly attributable transaction costs for all
financial assets or financial liabilities not classified at fair value through profit or loss.

Financial assets and financial liabilities are offset and the net amount presented in the
statement of financial position when the company has a legally enforceable right to set off
the recognised amounts and intends either to settle on a net basis or to realise the asset
and settle the liability simultaneously.

Financial assets are derecognised when the contractual rights to the cash flows from the
financial assets expire or when the entity transfers the financial asset and the transfer
qualifies for derecognition.

Financial liabilities are derecognised when they are extinguished. This occurs when the
obligation specified in the contract is discharged, cancelled or expires.

An equity instrument is any contract that evidences a residual interest in the assets of the
company after deducting all of its liabilities. Equity instruments are recorded at the
proceeds received, net of direct issue costs.

13



Easysell Limited (formerly Easysell Kia (Malta) Limited)

Notes to the financial statements

31 December 2019

2. Significant accounting policies (continued)
Financial instruments (continued)

Financial assets
The significant accounting policies for financial assets are as follows:

(i) Classification of financial assets

All recognised financial assets are subsequently measured in their entirety at either
amortised cost or fair value.

Debt instruments that meet the following conditions are subsequently measured at
amortised cost:

- the financial asset is held within a business model whose objective is to hold financial

assets in order to collect contractual cash flows; and
- the contractual terms of the financial asset give rise on specified dates to cash flows that
are solely payments of principal and interest on the principal amount outstanding.

Debt instruments that meet the following conditions are subsequently measured at fair

value through other comprehensive income (‘FVTOCI’):
- the financial asset is held within a business model whose objective is achieved by both

collecting contractual cash flows and selling the financial assets; and
- the contractual terms of the financial asset give rise on specified dates to cash flows that
are solely payments of principal and interest on the principal amount outstanding.

By default, all other financial assets are subsequently measured at fair value through profit
or loss (‘FVTPL’).

The Company only holds financial assets measured at amortised cost.

(ii)  The business model

An assessment of business models for managing financial assets is fundamental to the
classification of a financial asset. The Company determines the business models at a level
that reflects how groups of financial assets are managed together to achieve a particular

business objective.
(iii)  Debt instruments measured at amortised cost

The following financial assets are classified within this category — trade and other receivables
and cash at bank.

Appropriate allowances for expected credit losses (‘ECLs’) are recognised in profit or loss in
accordance with the Company’s accounting policy on ECLs.

14



Easysell Limited (formerly Easysell Kia (Malta) Limited)

Notes to the financial statements
31 December 2019

2. Significant accounting policies (continued)
Financial instruments (continued)
(iii) Debt instruments measured at amortised cost (continued)

The amortised cost of a financial assetis the amount at which the financial asset is measured
at initial recognition minus the principal repayments, plus the cumulative amortization
using the effective interest method of any difference between that initial amount and the
maturity amount, adjusted for any loss allowance. The gross carrying amount of a financial
asset is the amortised cost of a financial asset before adjusting for any loss allowance.

Changes in the carrying amount as a result of foreign exchange gains or losses, impairment
gains or losses and interest income are recognised in profit or loss. On derecognition, any
difference between the carrying amount and the consideration received if recognised in
profit or loss and is presented separately in the line item ‘Gains and losses arising from the
derecognition of financial assets measured at amortised cost’.

Interest income is recognised using the effective interest method and is included in the line
item ‘Investment income’.

Trade receivables which do not have a significant financing component are initially
measured at their transaction price and are subsequently stated at their nominal value less

any loss allowance for ECLs.
(iv) Interest income using the effective interest method

Interest income is recognised using the effective interest method for debt instruments
measured subsequently at amortised cost and at FVTOCI.

Financial liabilities and equity

The significant accounting policies for financial liabilities and equity are as follows:

(i) Bank borrowings

Subsequent to initial recognition, interest-bearing bank loans are measured at
amortised cost using the effective interest method. Bank loans are recognised at
nominal value, subsequently carried at amortised cost.

(ii) Other borrowings

Subsequent to initial recognition, other borrowings are measured at amortised cost
using the effective interest method unless the effect of discounting is immaterial.

15



Easysell Limited (formerly Easysell Kia (Malta) Limited)

Notes to the financial statements
31 December 2019

2.

Significant accounting policies (continued)

Financial liabilities and equity (continued)

(iii) Trade and other payables

Trade payables are classified with current liabilities and are stated at their nominal
value when there is no significant financing component.

(iv) Shares issued by the company

Ordinary shares issued by the company are classified as equity instruments.
Redemptions or refinancing of equity instruments are recognised as changes in
equity.

Provision

A provision is a liability of uncertain timing or amount. Provisions are recognised when the
company has a present legal or constructive obligation as a result of a past event, it is
probable that an outflow of resources embodying economic benefits will be required to
settle the obligation and a reliable estimate can be made of the amount of the obligation.
Provisions are measured at the directors’ best estimate of the expenditure required to settle
the present obligation at the end of the reporting period. If the effect of the time value of
money is material, provisions are determined by discounting the expected future cash flows
at a pre-tax rate that reflects current market assessments of the time value of money and,
where appropriate, the risks specific to the liability. Provisions are not recognised for future

operating losses.

ECLs

The Company recognises a loss allowance for ECLs on debt instruments measured at
amortised cost. The amount of ECLs is updated at each reporting date to reflect changes in
credit risk since the initial recognition.

For other trade receivables that do not contain a significant financing component, the
Company applies the simplified approach and recognises lifetime ECL. Under the simplified
approach the Company does not track changes in credit risk, but instead recognises a loss
allowance based on lifetime ECLs at each reporting date. The Company has established a
provision matrix that is based on its historical credit loss experience, adjusted for forward-
looking factors specific to the debtors and the economic environment.

For all other financial instruments, the Company uses the general approach and recognises
lifetime ECL when there has been a significant increase in credit risk since initial recognition.
If, on the other hand, the credit risk on the financial instrument has not increased
significantly since initial recognition, the Company measures the loss allowance for that
financial instrument at an amount equal to 12-month ECL (‘12m ECL’). The assessment of
whether lifetime ECL should be recognised is based on significant increases in the likelihood
or risk of a default occurring since initial recognition instead of on evidence of a financial
asset being credit-impaired at the reporting date or an actual default occurring.

16



Easysell Limited (formerly Easysell Kia (Malta) Limited)

Notes to the financial statements
31 December 2019

2. Significant accounting policies (continued)

ECLs (continued)

Lifetime ECL represents the ECLs that will result from all possible default events over the
expected life of a financial instrument. In contrast, 12m ECL represents the portion of
lifetime ECL that is expected to result from default events on a financial instrument that are
possible within 12 months after the reporting date.

The Company recognises an impairment gain or loss in profit or loss for all financial assets
with a corresponding adjustment to their carrying value.

Revenue recognition

The Company recognizes revenue from the following major sources:

° Rental income from the renting of investment property
° Interest income

Revenue is measured at the fair value of the consideration received or receivable for goods
sold and services provided in the normal course of business, net of value added tax and
discounts, where applicable. Revenue is recognised to the extent that it is probable that
future economic benefits will flow to the company and these can be measured reliably. The
following specific recognition criteria must also be met before revenue is recognised:

(i) Rental income
Rental income from investment property is recognized in profit or loss on a straight-

line basis over the lease term.

(ii) Interest income
Interest income is recognised using the effective interest method

Borrowing costs
Borrowing costs include the costs incurred in obtaining external financing.

Borrowing costs directly attributable to the acquisition, construction or production of
qualifying assets, which are assets that necessarily take a substantial period of time to get
ready for their intended use or sale, are capitalised from the time that expenditure for these
assets and borrowing costs are being incurred and activities that are necessary to prepare
these assets for their intended use or sale are in progress. Borrowing costs are capitalised
until such time as the assets are substantially ready for their intended use or sale. Borrowing
costs are suspended during extended periods in which active development is interrupted.
All other borrowing costs are recognised as an expense in profit or loss in the period in which
they are incurred.

17

-



Easysell Limited (formerly Easysell Kia (Malta) Limited)

Notes to the financial statements
31 December 2019

2. Significant accounting policies (continued)

Leases
The significant accounting policies for leases are as follows:

The company assesses whether the contract is, or contains, a lease at inception of a
contract. A contract is, or contains, a lease if the contract conveys the right to control the
use of an identified asset for a period of time in exchange for consideration.

The lease term is determined as the non-cancellable period of a lease, together with both
(a) periods covered by an option to extend the lease if the lessee is reasonably certain to
exercise that option; and (b) periods covered by an option to terminate the lease if the
lessee is reasonably certain not to exercise that option.

The Company as a lessee

The Company recognises a right-of-use asset and a corresponding lease liability with respect
to all lease arrangements in which it is the lessee, unless otherwise stated below.

For short-term leases (defined as leases with a lease term of 12 months or less) and leases
of low value assets, the Company applies the recognition exemption. For these leases, the
Company recognises the lease payments as an operating expense on a straight-line basis
over the term of the lease unless another systematic basis is more representative of the
pattern of the lessee’s benefit.

Lease payments included in the measurement of the lease liability comprise:

(a) Fixed lease payments (including in-substance fixed payments), less any lease

incentives receivables;
(b)  Variable lease payments that depend on an index or rate, initially measured using
the index or rate at the commencement date;
(c)  The amount expected to be payable by the lessee under residual value guarantees;
(d)  The exercise price of purchase options, if the lessee is reasonably certain to exercise

the options; and
(e)  Payments of penalties for terminating the lease, if the lease term reflects the exercise

of an option to terminate the lease.

The lease liability is subsequently measured by increasing the carrying amount to reflect
interest in the lease liability (using effective interest method) and by reducing the carrying
amount to reflect the lease payments made.
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31 December 2019

Significant accounting policies (continued)
Leases (continued)
The Company as a lessee (continued)

The right-of-use assets are initially measured at the commencement date at cost, being the
amount of the initial measurement of the corresponding lease liability, lease payments
made at or before the commencement day, less any lease incentives received and any initial

direct costs.

Right-of-use assets classified with investment property are subsequently measured at fair
value in line with the accounting policy for investment property.

In the statement of financial position, right-of-use assets that meet the definition of
investment property are presented with investment property. In the statement of financial
position, lease liabilities are included separately from other liabilities.

In the statement of profit or loss and other comprehensive income, interest expense on the
lease liability is presented separately from the depreciation charge for the right-of-use
asset. In the statement of cash flows, cash payments for the principal portion of the lease
liability are presented within financing activities and cash payments for the interest portion
of the lease liability are presented within operating activities. Short-term lease payments,
payments for leases of low value assets and variable lease payments not included in the
measurement of the lease liability are included within operating activities.

The Company as a lessor

Leases for which the Company is a lessor continue to be classified as finance or operating
leases. Leases are classified as finance leases whenever the terms of the lease transfer
substantially all the risks and rewards incidental to ownership to the lessee. All other leases
are classified as operating leases. Lease classification is made at the inception of the lease,
which is the earlier of the date of the lease agreement and the date of commitment by the
parties to the principal provisions of the lease.

e~
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2. Significant accounting policies (continued)

Leases (continued)

The Company as a lessor (continued)

When the Company is an intermediate lessor, it accounts for the head lease and the sublease
as two separate contracts. The sublease is classified as a finance or operating lease by
reference to the right-of-use asset arising from the head lease.

Leased assets are presented in the statement of financial position according to their nature
and are tested for impairment in accordance with the company’s accounting policy on
impairment. Depreciable leased assets are depreciated in accordance with the company’s
accounting policy on depreciation. Rental income from operating leases is recognised on a
straight-line basis over the term of the relevant lease unless another systematic basis is more
representative of the pattern in which benefit from the use of the underlying asset is
diminished. Initial direct costs incurred in obtaining an operating lease are added to the
carrying amount of the leased asset.

Amounts due from lessees under a finance lease are presented in the statement of financial
position as receivables at the amount of the Company’s net investment in the lease and
include initial direct costs [unless the finance lease involves manufacturer or dealer lessors].
Finance lease income is allocated to accounting periods so as to reflect a constant periodic
rate of return on the Company’s net investment in the finance lease.

When a contract includes lease and non-lease components, the Company applies IFRS 15 to
allocate the consideration under the contract to each component.

Taxation

Current and deferred tax is recognised in profit or loss, except when it relates to items
recognised in other comprehensive income or directly in equity, in which case the current
and deferred tax is also dealt with in other comprehensive income or in equity, as
appropriate.

Current tax is based on the taxable result for the period. The taxable result for the period
differs from the result as reported in profit or loss because it excludes items which are non
assessable or disallowed and it further excludes items that are taxable or deductible in other
periods. It is calculated using tax rates that have been enacted or substantively enacted by
the end of the reporting period.

Deferred tax is accounted for using the balance sheet liability method in respect of
temporary differences arising from differences between the carrying amount of assets and
liabilities in the financial statements and the corresponding tax bases used in the
computation of taxable profit.
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2. Significant accounting policies (continued)
Taxation (continued)

Deferred tax liabilities are generally recognised for all taxable temporary differences and
deferred tax assets are recognised to the extent that it is probable that taxable profits will
be available against which deductible temporary differences can be utilised.

Current tax assets and liabilities are offset when the company has a legally enforceable right
to set off the recognised amounts and intends either to settle on a net basis, or to realise
the asset and settle the liability simultaneously.

Deferred tax assets and liabilities are offset when the company has a legally enforceable
right to set off its current tax assets and liabilities and the deferred tax assets and liabilities
relate to income taxes levied by the same taxation authority on either the same taxable
entity or different taxable entities which intend either to settle current tax liabilities and
assets on a net basis, or to realise the assets and settle the liabilities simultaneously, in each
future period in which significant amounts of deferred tax liabilities or assets are expected
to be settled or recovered.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits. Bank overdrafts
that are repayable on demand and form an integral part of the company’s cash
management are included as a component of cash and cash equivalents for the purpose of
the statement of cash flows and are presented in current liabilities on the statement of

financial position.
Fair values of financial assets and financial liabilities

Fair value is the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date.

For financial reporting purposes, fair value measurements are categorised into Level 1, 2 or
3 based on the degree to which the inputs to the fair value measurements are observable
and the significance of the inputs to the fair value measurement in its entirety, which are
described as follows:

- Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or

liabilities that the entity can access at the measurement date;
- Level 2 inputs are inputs, other than quoted prices included within Level 1, that are

observable for the asset or liability, either directly or indirectly; and
- Level 3 inputs are unobservable inputs for the asset or liability.

For assets and liabilities that are recognised in the financial statements at fair value on a
recurring basis, the Company determines when transfers are deemed to have occurred
between Levels in the hierarchy at the end of each reporting period.
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3. Judgements in applying accounting policies and key sources of estimation uncertainty

In preparing the financial statements, the directors are required to make judgements,
estimates and assumptions that affect reported income, expenses, assets, liabilities and
disclosure of contingent assets and liabilities. Use of available information and application
of judgment are inherent in the formation of estimates. Actual results in the future could
differ from such estimates and the differences may be material to the financial statements.
These estimates are reviewed on a regular basis and, if a change is needed, it is accounted
for in the year the changes become known.

Except for the below, in the opinion of the Directors, the accounting estimates,
assumptions and judgements made in the course of preparing these financial statements
are not difficult, subjective or complex to a degree which would warrant their description
as significant in terms of the requirements of IAS 1 (revised) - ‘Presentation of financial
statements’.

Fair value of investment property

The Company uses the services of professional valuers to revalue the investment property.
The professional valuers take into account market participant’s ability to generate
economic benefits by using the asset in its highest and best use or by selling it to another
market participant that would use the asset in its highest and best use.

The highest and best use of a non-financial asset takes into account the use of the asset
that is physically possible, legally permissible and financially feasible, as follows:

° A use that is physically possible, takes into account the physical characteristics of the
asset that market participants would take into account when pricing the asset (e.g. the
location or size of a property).

o A use that is legally permissible takes into account any legal restrictions on the use of
the asset that market participants would take into account when pricing the asset (e.g.
the zoning regulations applicable to a property).

e A use thatis financially feasible takes into account whether a use of the asset that is
physically possible and legally permissible generates adequate income or cash flows
(taking into account the costs of converting the asset to that use) to produce an
investment return that market participants would require from an investment in that
asset put to that use.

The Company uses valuation techniques that are appropriate in the circumstances and for
which sufficient data are available to measure fair value, maximizing the use of relevant
observable inputs and minimising the use of unobservable inputs. As described in Note 10,
the Company uses valuation techniques that include inputs that are not always based on
observable market data in order to estimate the fair value of investment property. Note 10
provides detailed information regarding these valuation methods and the key assumptions
used in performing such valuations.
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4. Initial Application of an International Financial Reporting Standard and International
Financial Reporting Standards in Issue but not yet Effective

First-time adoption of IFRSs

These financial statements, for the year ended 31 December 2019, are the first the
Company has prepared in accordance with IFRS as adopted by the European Union. The
Company has prepared financial statements which comply with IFRS applicable for period
ending on 31 December 2019, together with the comparative period data as at and for the
year ended 31 December 2018, as described in the summary of significant accounting
policies. In preparing these financial statements, the Company’s opening statement of
financial position was prepared as at 1 January 2018, the Company’s date of transition to
IFRS. The previous financial statements for the year end 31 December 2018, were prepared
in accordance with the Accountancy Profession (General Accounting Principles for Small
and Medium-Sized Entities) Regulations, 2015 (“GAPSME").

This note explains how the transition from GAPSME to IFRS affected the Company’s
reported equity as at 1 January 2018 and 31 December 2018, as well as total comprehensive
income for the year ended 31 December 2018. IFRS 1, First-time Adoption of International
Financial Reporting Standards, requires a first-time adopter to retrospectively apply all [FRS
effective as at the end of its first annual reporting period (31 December 2019 for the

Company).
Reconciliation of Equity
31.12.18 1.1.18
EUR EUR
Total equity under GAPSME 16,064,642 5,258,989
Application of IFRS 16 (Note A) (195,424) (195,475)
Equity under IFRS 15,869,218 5,063,514
Reconciliation of Total Comprehensive Income
Year ended
31.12.18
Profit for the year under GAPSME 171,751
Application of IFRS 16 (Note A) 51
Fair value of investment property (Note B) 7,541,472
Deferred tax on fair value of investment property (Note B) (1,200,000)
Total Comprehensive income under IFRS 6,513,274
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4. Initial Application of an International Financial Reporting Standard and International
Financial Reporting Standards in Issue but not yet Effective — continued

First-time adoption of IFRSs (continued)

Note A:

IFRS 16 became effective for financial years beginning on 1 January 2019. In accordance with
the provisions of IFRS 1 the Company has retrospectively applied the standard to all year
presented. The lease liability has been measured at the date of transition to IFRS, 1 January
2018, at the present value of the remaining lease payments discounted using the incremental
borrowing rate at transition date. The right of use asset was initially measured as equal to
the lease liability adjusted for prepayments made and subsequently carried at fair value

Note B:

Under the provisions of GAPSME, fair value movement on investment property was taken
directly to equity net of deferred tax and recorded in a separate reserve. Upon application of
IFRS the Company has transferred the fair value movement into retained earnings and
recorded the movement for the year ended 31 December 2018 on the face of the statement
of comprehensive income with related deferred tax impact on the tax line. No impact on net
equity arises through this difference in treatment.

International Financial Reporting Standards in Issue but not yet Effective

At the date of authorisation of these financial statements, certain new standards,
amendments to the existing standards and interpretations have been published by IASB that
are not yet effective. The company has not early adopted any of these pronouncements and
expect not to have a material impact on the company’s financial statement on its
implementation.

IAS 12 Amendments (as part of the Annual Improvements to IFRS Standards 2015 — 2017
Cycle)

The amendments clarify that the requirements in the former paragraph 52B (to recognise
the income tax consequences of dividends where the transactions or events that generated
distributable profits are recognised) apply to all income tax consequences of dividends by
moving the paragraph away from paragraph 52A that only deals with situations where there
are different tax rates for distributed and undistributed profits.

IAS 1 and IAS 8 Amendment Definition of material

The amendments as applicable for reporting periods ending on or after 01 January 2020
clarify the definition of material and how it should be applied by including in the definition
guidance that until now has featured elsewhere in IFRS Standards. In addition, the
explanations accompanying the definition have been improved. Finally, the amendments
ensure that the definition of material is consistent across all [FRS Standards.

The directors anticipate that the adoption of International Financial Reporting Standards that
were in issue at the date of authorisation of these financial statements, but not yet effective,
will have no material impact on the financial statements of the company in the period of

initial application.
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5. Rental Income

Revenue represents amounts receivable form rental of property.

2019
EUR
Rental Income 643,267

6. Other operating income
2019
EUR
Sundry Charges 3,636
Recharges of expenses 63,608
67,244

7. Expenses by nature

2019
EUR
Wages and salaries 6,552
Social Security costs 3,075
Wages and salaries recharged from related parties 46,847
Management fee 25,000
Audit fees 6,100
Water and electricity 64,813
Other expenses 22,926
175,313

2018
EUR

420,465

2018
EUR

82
53,456

53,538

2018
EUR

3,000
44,258
14,041

61,299

The Company had an average of 1 (2018: 0) employee during the year under review.

8. Finance costs
2019
EUR
Interest on bank overdrafts and loans -
Interest on loan from related parties 68,046
Interest expense on lease liabilities 10,514
78,560

2018
EUR

133,248

10,514

143,762
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9.

10.

Income tax expense

Income tax expense for the year is analysed as follows:

2019 2018

EUR EUR

Current tax expense 160,251 97,140
Deferred tax expense (note 16) 630,788 1,200,000
791,039 1,297,140

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

2019 2018
EUR EUR
Profit before tax 4,595,424 7,810,414
Theoretical tax charge at 35% 1,608,398 2,733,645
Tax effect of:
Non-deductible expenses 88,856 52,483
Income taxed on different basis at different rates (note i) (906,215) (1,488,988)
Tax expense 791,039 1,297,140
i) This relates to the fair value of investment property which is taxed at 10% on the
market value.
Investment property
EUR
Cost
At 01.01.2018 12,748,888
Additions resulting from subsequent expenditure 1,709,640
Increase in fair value of property 7,541,472
At 01.01.2019 22,000,000
Additions resulting from subsequent expenditure 2,169,090
Increase in fair value of property 4,138,786
At 31.12.2019 28,307,876
Carrying amount
At 1.1.2018 12,748,888
At 31.12.2018 22,000,000
At 31.12.2019 28,307,876
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10.

Investment property (continued)

The Company continued development of its investment property during the year. The
amount of borrowing costs capitalised during the year ended 31 December 2019 was EUR
71,378 (2018: EUR 133,249). The rate used to determine the amount of borrowing costs
eligible for capitalisation was 4.5% which is the effective interest rate of the specific
borrowing. Included in the fair value of investment property is a right of use asset in respect
of ground rents payable on the land over which the property is constructed. The remaining
term of the lease is of 120 years.

Investment property is revalued by professionally qualified architects or surveyors on the
basis of assessments of the fair value of the property in accordance with international
valuations standards and professional practice.

In the years where a valuation is not obtained, management verifies all major inputs to the
independent valuation report, assesses any property valuation movements when
compared to the prior year valuation report and holds discussions with the independent

valuer, as necessary.
For property held, the current use equates to the highest and best use.

Rental income derived from the investment property amounted to EUR643,267 (2018:
EUR420,465). Direct operating expenses incurred in the generation of this rental income
amounted to EUR176,915 (2018: EUR62,922).

The Group has no restrictions on the realisability of its investment properties and no
contractual obligations to purchase, construct or develop investment properties or for
repairs, maintenance and enhancements.

The Company’s property has been determined to fall within level 3 of the fair valuation
hierarchy. The different levels in the fair value hierarchy are defined in Note 2.

The Company’s policy is to recognise transfers into and out of fair value hierarchy levels as
of the date of the event or change in circumstances that caused the transfer. There were
no transfers between levels during the year.
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10.

11.

Investment property (continued)

Description of valuation techniques used and key inputs to valuation of investment properties

The valuation was determined based on the income approach (discounted projected cash

flows).
Significant Discount Rate Narrative
Unobservable Sensitivity
Inputs
Investment Discount rate 6% The higher
Property the discount
rate, the
lower the fair
value
Rental Value per €97 The higher the

Sensitivity analysis

Discount rate sensitivity

Rental value per square metre sensitivity

Trade and other receivables

Trade receivables
Advance payments

Prepayments
Vat recoverable

No interest is charged on trade and other
balance was past due.

Square metre

Rent growth per 0.5%-4.7%

annum

Change in Rate

0.5% / (0.5)%
+5% / (5)%

price per
square metre,
the higher the
fair value

The higher the
rent growth,
the higher the
fair value

Change in value

EUR’ million
(3)/4
1.5/(1.5)

31.12.2019 31.12.2018 01.01.2018

EUR EUR EUR
71,110 47,790 47,340
173,129 385,965 498,786
- 27,430 -
10,037 = -

254,276 461,185 546,126

receivables. As at 31 December no receivable
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12.

13.

14.

15.

Due from related parties
31.12.2019 31.12.2018 01.01.2018

EUR EUR EUR

Amount due from related parties 182,033 238,422 206,156

The amounts due from related parties are unsecured, interest free, denominated in EUR
and repayable on demand.

Trade and other payables
31.12.2019 31.12.2018 01.01.2018

EUR EUR EUR
Trade creditors 731,718 374,536 496,743
Accruals and deferred income 46,257 37,762 57,404
Security deposits 44,000 - -
Vat payable - 14,983 -

821,975 427,281 554,147

Due to related parties
31.12.2019 31.12.2018 01.01.2018

EUR EUR EUR
Amounts due to ultimate shareholder - 255,988 163,895
Amounts due to other related parties 84,632 10,505 a
Amounts due to parent company 175,000 - -

259,632 266,493 163,895

The amounts owed to shareholders, parent company and other related parties are
unsecured, denominated in EUR, interest-free and are repayable on demand.

Loans and borrowings

31.12.2019 31.12.2018  01.01.2018

EUR EUR EUR
Overdrawn bank balances - 2,082 3,856
Bank loans - 3,754.083 3,040,607
Loan from parent company 3,143,407 - 3,475,390

3,143,407 3,756,165 6,519,853

Less: amount due for settlement within
12 months (shown under current liabilities) - (266,560) (102,029)

Amounts due for settlement after 12 months 3,143,407 3,489,605 6,417,824
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15.

16.

17.

Loans and borrowings (continued)

The loan amounts from parent company owed as at 01.01.2018 was transferred to other
equity during 2018. The loan from parent company due as at 31.12.2019 is unsecured,
denominated in EUR, interest free and are repayable by 20 June 2029. Discounting at the
rate of 3.75% has been applied on this loan. The undiscounted loan due on 20 June 2029
amounts to EUR4,500,000.

Bank overdraft and loans are repayable as follows:

31.12.2019 31.12.2018 01.01.2018
EUR EUR EUR

On demand within one year - 266,560 102,029
Between two — five years 1,837,622 2,027,500
After five years 1,651,983 914,934

3,756,165 3,044,463

The bank loans and overdrafts were fully repaid during the financial year 2019. The loans bore
interest at 4.5% and were secured by a first special hypothec over the company’s investment
property valued at EUR22,000,000. The Company had additional undrawn facilities of
EUR17,506. The Company has also provided a corporate guarantee in favour of the
bondholders of TUM Finance Plc, to affect the due and punctual performance of all payment
obligations undertaken under the Bonds if it fails to do so.

Deferred taxation

2019 2018
EUR EUR
Avrising on: Revaluation of investment property
- Opening balance — 01.01.2019/01.01.2018 2,200,000 1,000,000
- Provision during the year (Note 9) 630,788 1,200,000
- Closing balance as at 31.12.2019 2,830,788 2,200,000

Equity

Share capital
Authorised, issued
and called up

No.
of shares EUR
At 1 January 2018 and at 31 December 2018 and 2019 500,000 1,164,687

The total authorized numbers of ordinary shares is 500,000 with a par value of EUR2.329373
each and all of which are issued and called up 100%.
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17.

18.

19.

20.

Equity (continued)

Other equity

Other equity represents amounts due to the parent which are repayable exclusively at the
option of the Company. These amounts are unsecured and interest-free. Increase in
contribution for the year included EUR583,006 in additional advances by the shareholders
and EUR1,424,640 representing the impact of discounting on interest-free loan provided by

parent (Note 15).

Retained earnings
This reserve represents accumulated retained profits.
Dividends

A net dividend of EUR150,000, equivalent to EUR0.30 per share, was declared and paid to
the ordinary shareholders for the year ended 31 December 2019. No dividend was declared

for the year ending 31 December 2018.

Cash and cash equivalents

Cash and cash equivalents included in the statement of cash flows comprise the following
amounts in the statement of financial position:

1 January
2019 2018 2018
EUR EUR EUR

Cash at bank and on hand 124,974 25,000 -

Cash and cash equivalents in the
Statement of cash flows 124,974 25,000 -

The Company has in place a guarantee amounting to EUR20,000 (2018: EUR 25,000) which
is provided in favour of third parties.

Related party disclosures

The parent, intermediate and ultimate parent company of Easysell Limited are Tum
Operations Limited, Tum Finance plc, and Tum Invest Limited respectively. The registered
office of these companies is Tum Invest, Mdina Road, Qormi, Malta. The ultimate

controlling party is Anthony Fenech.

Related party transactions

During the course of the year, the company entered into transactions with related parties
as set details below. Other related parties are entities having the same ultimate parent.
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20.

21.

Related party disclosures (continued)

Related party transactions - continued

Related party
Activity
EUR
Transactions with:
- Parent
Finance expense 68.047
Management fee 25.000
Transactions with:
- other related parties
Revenue 480.680
Salaries re-charged 46,847
Loans from:
Related party
Transactions with:
- Parent 3,143,407
Related party balances

2019

Total
Activity
EUR

68.047
25.000

643,267
46,847

3,143,407

%

100
100

75
100

100

Related party

Activity
EUR

262,565
1,342

2018
Total
Activity
EUR
%
420,465 62
100

1,342

At the year-end, the company had outstanding balances with the shareholders and other
related parties. The amounts due to these specific categories of related parties and
shareholders at year-end are disclosed in note 12 and 14. The terms and conditions in
respect of these balances do not specify the nature of the consideration to be provided in
settlement. No guarantees have been given or received.

No director’s remuneration was paid during the year.

Leases

Company as a lessee

Disclosures about right-of-use assets that meet the definition of investment property are

provided in Note 10.

32



Easysell Limited (formerly Easysell Kia (Malta) Limited)

Notes to the financial statements
31 December 2019

21.

Leases (continued)

Lease Liabilities

31.12.2019 31.12.2018

EUR EUR

As at 1 January 191,834 191,885
Accretion of interest 10,514 10,514
Payments (10,565) (10,565)
Amounts included in non-current liabilities 191,783 191,834

The total cash outflow leases amounts to EUR10,565 for the year 2019 (2018: EUR10,565).
The amounts recognised in profit or loss as depreciation and finance expenses are disclosed
in note 7 and 8 respectively. No other charges in relation to leases were recorded in profit

or loss.

The maturity analysis of undiscounted lease liabilities in presented below:

31.12.2019 31.12.2018 01.01.2018

EUR EUR EUR
Within 1 year 10,565 10,565 10,565
Between two — five years 42,262 42,262 42,262
After five years 1,193,889 1,204,454 1,215,019

1,246,716 1,257,281 1,267,846

Company as a lessor

The Company has entered into operating leases on its investment property consisting of
office and warehouses. These leases have terms of between 5 and 20 years. Future
minimum rentals receivable under non-cancellable operating leases as at 31 December

are as follows:

31.12.2019 31.12.2018

EUR EUR

Within one year 1,446,358 641,947
Between one and two years 1,454,488 928,588
Between two and three years 1,495,788 936,718
Between three and four years 1,513,124 975,018
Between four and five years 1,516,214 983,553
More than five years 7,001,184 6,269,776
14,427,156 10,735,600
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22.

23.

24.

Capital commitments

2019 2018
EUR EUR
Investment property/contracted but not provided for - 1,134,094
Authorised but not contracted for - 77,119

Fair value of financial assets and financial liabilities

At 31 December 2019 and 2018 the carrying amounts of financial assets and financial
liabilities classified with current assets and current liabilities respectively approximated their
fair values due to the short-term maturities of these assets and liabilities.

The fair values of non-current financial assets and non-current financial liabilities that are
not measured at fair value are not materially different from their carrying amounts.

Financial risk management

The exposures to risk and the way risks arise, together with the company’s objectives,
policies and processes for managing and measuring these risks are disclosed in more detail

below.

The objectives, policies and processes for managing financial risks and the methods used to
measure such risks are subject to continual improvement and development.

Where applicable, any significant changes in the company’s exposure to financial risks or the
manner in which the company manages and measures these risks are disclosed below.

Where possible, the company aims to reduce and control risk concentrations.
Concentrations of financial risk arise when financial instruments with similar characteristics
are influenced in the same way by changes in economic or other factors. The amount of the
risk exposure associated with financial instruments sharing similar characteristics is
disclosed in more detail in the notes to the financial statements.

Credit risk

Credit risk refers to the risk that a counterparty will cause a financial loss for the Company
by failing to discharge an obligation. Financial assets which potentially subject the company
to concentrations of credit risk consist principally of receivables and cash at bank.
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24,

Financial risk management (continued)

Credit risk - continued

Receivables are presented net of any required allowance for doubtful debts. The exposure
to credit risk is influenced mainly by the individual characteristics of each customer. Credit
risk with respect to receivables is limited due to credit control procedures and the minimal
balance outstanding at year-end. An impairment analysis is performed at each reporting
date using a provision matrix to measure expected credit losses. The provision rates are
based on days past due for customers with similar loss patterns (i.e. by geographical region
or customer type). The analysis did not result in material amounts and the Company did not
recognise any impairment allowance on trade receivables.

The credit risk relating to cash at bank is considered to be low in view of management’s
policy of placing it with quality financial institutions.

Carrying amount of financial assets recorded in the financial statements represents the
company’s maximum exposure to credit risk, as detailed below:

1 January

2019 2018 2018

EUR EUR EUR

Trade and other receivables 254,276 461,185 549,716
Cash at bank and on hand 104,974 - -
Cash bank — Guarantee account 20,000 25,000 -

379,250 486,185 549,716

Interest rate risk

The company has taken out loans to finance its operations from the related parties as
mentioned in note 14 and 15. The interest rates thereon and the terms of such borrowings
are disclosed accordingly.

The company is exposed to fair value interest rate risk on borrowings and debt instruments
carrying a fixed interest rate.

Management monitors the movement in interest rates and, where possible, reacts to
material movements in such rates by adjusting its selling prices or by restructuring its
financing structure.

The carrying amounts of the company’s financial instruments carrying a rate of interest at
the end of the reporting period are disclosed in the notes to the financial statements.
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Financial risk management (continued)
Liquidity risk management

The company is exposed to liquidity risk in relation to meeting future obligations associated
with its financial liabilities, which comprise principally other payables, bank borrowings,
lease liabilities and other financial liabilities (notes 13, 14, 15 and 21). Prudent liquidity risk
management includes maintaining sufficient cash and committed credit lines to ensure the
availability of an adequate amount of funding to meet the company’s obligations.

Undiscounted contractual cash flows for non-current financial liabilities are disclosed in note
15 and 21 respectively.

Management monitors liquidity risk by means of cash flow forecasts on the basis of expected
cash outflows over a twelve month period. This approach ensures that the Company is
adequately financed and that no additional financing facilities are expected to be required
over the coming year.

The company enjoys the full support of its shareholders and other related parties, the
shareholders’ advances are expected to continue to form part of the company’s effective
financing structures. The directors are therefore confident that the company will be in a
position to continue to meet its commitments as and when they fall due.

Capital risk management

The company’s objective when managing capital are to safeguard its ability to continue as a
going concern and to maximize the return to stakeholders through the optimization of the
debt and equity balance.

The capital structure of the company consists of shareholders’ loans disclosed in note 16
and the items presented within equity in the Statement of financial position.

The company’s directors manage the company’s capital structure and make adjustments to
it, in light of changes in economic conditions. The capital structure is reviewed on an ongoing
basis. Based on recommendations of the directors, the company balances its overall capital
structure through the new share issues as well as the issue of new debt.

The company’s overall strategy remains unchanged from the prior year.
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Events after the reporting period

With the recent development of the Covid-19 outbreak subsequent to year end, many
governments have implemented travel restrictions and quarantine measures that required
entities to limit or suspend business operations.

The Company has not experienced any significant disruption in its operations. The Company
has compiled cashflow projections primarily based on the expected revenues and receipts
from its tenants. These projections indicate that the Company is expected to have sufficient
liquidity to meet its obligations as they fall due. Based on the above considerations and the
current prevailing circumstances, the Directors consider the capital and liquidity position of
the Group to be adequate to absorb any foreseeable impact from COVID-19.

The Directors have also assessed the potential impact of a further disruption to their
business particularly since the Company has issued a corporate guarantee in favour of the
bondholders of Tum Finance Plc. In such case the shareholders of the Group, of which the
company form part of, have confirmed their commitment to support the Company
financially or otherwise should this be required.

The Company considers the COVID-19 events as a non-adjusting event after the balance
sheet date and therefore, not reflected in the assets and liabilities of the Company as at
year end. The main asset measured at fair value that may be impacted by COVID-19 is the
Investment Property held. It is difficult to estimate the financial effect on these assets after
the balance sheets date. Reference can be made to note 10 disclosing the assumptions and
inputs used in the fair value measurement of these assets
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