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GENERAL INFORMATION 
 

 

Company registration 

 

Phoenicia Finance Company p.l.c. (‘the Company’) was registered in Malta on 23 October 2018 as a public limited 

liability company under the Companies Act, Cap. 386 of the Laws of Malta. The Company is incorporated and 

domiciled in Malta with its registered office at The Phoenicia Hotel, The Mall, Floriana, FRN1478, Malta. The 

Company’s registration number is C 88958. 

 

 

Directors 

 

Mark Shaw     

Jean Pierre Ellul Castaldi   

Mario P Galea     

Etienne Borg Cardona    

Benjamin Muscat    

 

Company secretaries 

 

Jennifer Shaw  (resigned on 18 September 2020) 

Stephanie Shaw  (appointed on 18 September 2020) 

 

 

Registered office 

 

The Phoenicia Hotel 

The Mall 

Floriana, FRN 1478 

MALTA 

 

 

Bankers  

 

Bank of Valletta 

58, St. Zachary Street 

Valletta, VLT 1130 

MALTA  

 

 

Auditor 

 

Ernst & Young Malta Limited 

Certified Public Accountants 

Regional Business Centre 

Achille Ferris Street 

Msida, MSD 1751 

MALTA 
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DIRECTORS’ REPORT 
 

The Directors of the Company present their annual report and financial statements for the year ended 31 December 

2020. 

 

Company incorporation 

 

Phoenicia Finance Company p.l.c. (‘the Company’) was registered in Malta on 23 October 2018 as a public limited 

liability company under the Companies Act, Cap. 386 of the Laws of Malta. The Company is incorporated and 

domiciled in Malta with its registered office at The Phoenicia Hotel, The Mall, Floriana, FRN1478, Malta. 

 

Principal activity 

 

The Company’s principal activity is to carry on the business of a finance company in connection with the 

ownership, development, operation and financing of hotels, resorts, leisure facilities, and tourism related activities. 

 

Principal risks and uncertainties 

 

The Company is mainly dependant on the business prospects of the Company itself, Phoenicia Malta Limited and 

Phoenicia Hotel Company Limited (collectively referred to as “the Group” or “the Phoenicia Group”), whose 

business mainly relates to the ownership, management and operation of The Phoenicia Malta hotel (“the Hotel” 

or “the Phoenicia”), an iconic five-star hotel situated in Floriana. Consequently, the operating results of the Group 

have a direct effect on the Company's financial position and performance, including the ability of the Company to 

meet its payment obligations under the issued bonds. 

 

The Company's assets consist principally of the loans advanced to the related companies and the accrued interest 

thereon. Therefore, the ability of these companies to affect payments to the Company under such loans will depend 

on their respective cash flows and earnings. 

 

Review of the business 

 

During the year under review, the Company registered a profit before tax of EUR54,643 (2019: loss before tax of 

EUR59,419). These financial statements have been prepared for a period of 12 months, from 1 January 2020 to 

31 December 2020, whereas the results for the comparative period cover the period from 23 October 2018, being 

the date of incorporation to 31 December 2019. 

 

During the previous period the Company issued EUR25,000,000 4.15% Unsecured Bonds to the general public 

by virtue of prospectus dated 15 November 2018 and approved by the Listing Authority on the same date. The 

unsecured bonds are redeemable on 15 December 2028, subject to early redemption at the option of the Company 

on 15 December 2023, 15 December 2024, 15 December 2025, 15 December 2026 or 15 December 2027 subject 

to the Company giving the Bondholders at least 60 days’ notice in writing. 

 

Interest is payable annually on 15 December. Phoenicia Malta Limited and Phoenicia Hotel Company Limited 

have provided a Corporate Guarantee in favour of the bondholders, of which further information is contained in 

Annex II of the Securities Note forming part of the Prospectus, as Guarantors. 

 

Financial risk management 

 

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

risk. Refer to note 17 in these financial statements. 

 

Results and dividends 

 

The results for the year are set out in the statement of comprehensive income on page 16. The Directors do not 

recommend the payment of a dividend. 
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DIRECTORS’ REPORT - continued 
 

Directors 

 

The Directors who held office until the date of authorisation of these financial statements are stated on page 2.  In 

accordance with the Company’s Memorandum and Articles of Association, the present Directors are to remain in 

office. 

 

Statement of Directors’ Responsibilities Pursuant to Listing Rule 5.68 

 

The Companies Act (Cap. 386) requires the Directors to prepare financial statements in accordance with generally 

accepted accounting principles as defined in the same Act, and in accordance with the provision of such Act, for 

each financial period which give a true and fair view of the financial position of the Company as at the end of the 

financial period and of the profit or loss for that period. In preparing the financial statements, the Directors are 

required to: 

• adopt the going concern basis unless it is inappropriate to presume that the Company will continue in the 

business; 

• select suitable accounting policies and apply them consistently; 

• make judgements and estimates that are reasonable and prudent; 

• account for income and charges relating to the accounting period on the accruals basis; 

• value separately the components of asset and liability items; 

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

• prepare the financial statements in accordance with generally accepted accounting principles as defined 

in the Companies Act (Cap. 386) and in accordance with the provision of the same Act. 

 

The Directors are also responsible for keeping proper accounting records which disclose with reasonable accuracy 

at any time the financial position of the Company and to enable them to ensure that the financial statements comply 

with the Companies Act (Cap. 386) enacted in Malta. 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. 

 

In view of the above information, we declare that to the best of our knowledge, the financial statements were 

prepared in accordance with International Financial Reporting Standards as adopted by the EU, give a true and 

fair view of the assets, liabilities, financial position and profit or loss of the Company and that this report includes 

a fair review of the performance of the business and the position of the Company, together with a description of 

the principal risks and uncertainties that it faces. 

 

Going Concern Statement Pursuant to Listing Rule 5.62 

 

These financial statements have been prepared on a going concern basis. The Directors have made appropriate 

assessment of the going concern as detailed in note 2 to these financial statements and reviewed the Company’s 

budget for the next financial year. The Directors are confident that the Company has adequate resources to remain 

in operation for the foreseeable future and meet its liabilities when they fall due. The Directors have therefore 

continued to adopt the going concern basis of accounting in preparing these annual financial statements subject to 

the uncertainty noted in this section.  

 

In response to the impacts of the Covid-19 pandemic, the Government of Malta announced a number of measures 

to assist the affected entities and the Group has successfully obtained further finance to support working capital 

and liquidity requirements, amendments to existing loan facilities including a moratorium on capital and interest 

repayments, as well as other easing in support of the working capital and liquidity requirements of the Group. The 

Group is also in receipt of various Covid-19 business assistance programmes announced by the government, 

namely for wage supplements, deferral of taxes and other business assistance programmes as applicable. As at 31 

December 2020, the Group had undrawn bank facilities amounting to EUR3.9 million. 

 

  



PHOENICIA FINANCE COMPANY P.L.C. 

Annual Report and Financial Statements for the year ended 31 December 2020 

 

 

 5 

DIRECTORS’ REPORT - continued 
 

Going Concern Statement Pursuant to Listing Rule 5.62 - continued 

 

The Group, comprising of the Company, Phoenicia Hotel Company Limited and Phoenicia Malta Limited, which 

provide cross intra-group guarantees and are managed as a combined entity,  has prepared projections for the 

upcoming 12 months and beyond, based on historical financial information, forecasts, as well as realistic 

assumptions to assess the financial situation. In preparing its projections the Group has considered prolonged cost 

cutting measures and has also considered prudent timing and constant recovery of business. Further mitigations 

are also available to management against unforeseen developments including effecting further cost cutting 

measures that can be put in place.  

 

Notwithstanding this, in the current prevailing circumstances of the Covid-19 pandemic, management considers a 

material uncertainty exists that may cast significant doubt on the Company’s ability to continue as a going concern. 

The material uncertainty identified by the Directors is the length of the recovery period leading to normality which 

is impacted by the duration of restrictions on global travel imposed by governments and the potential longer-term 

impact thereof on customer behaviour. 

 

Due consideration is given to this uncertainty and mitigating factors are being taken into consideration in order to 

ensure the going concern of the Company. 

 

Events after the reporting period 

 

As Covid-19 pandemic evolves, the Government of Malta has continued to implement additional measures after 

year end to address the resulting public health issues and the economic impact. Since the end of the reporting year, 

the Government of Malta has also announced additional measures to assist the affected entities including the 

extension of wage supplement scheme, the extension of the moratoria granted under the Covid-19 guarantee 

Scheme by a further 6 months and further tax deferrals. The Company continues to monitor the situation and take 

appropriate measures to minimise the impact of the Covid-19 pandemic and to continue operations in the best 

interests of the Company, the Guarantors and the bondholders. 

 

Auditors 

 

Ernst & Young Malta Limited have indicated their willingness to continue in office and a resolution for their re-

appointment will be proposed at the Annual General Meeting. 

 

The Directors’ report was approved by the Board of Directors and was signed on its behalf by: 

 

 

 

 

 

 

 

MARK SHAW  MARIO P. GALEA 

Director  Director 

 

30 April 2021  
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CORPORATE GOVERNANCE – STATEMENT OF COMPLIANCE 
 

Introduction  

 

Pursuant to the requirements of the Listing Rules issued by the Listing Authority of the Malta Financial Services 

Authority, Phoenicia Finance Company p.l.c. (the ‘Issuer’ or the ‘Company’) hereby presents its Corporate 

Governance Statement (“the Statement”). 

 

The Company acknowledges that although the Code of Principles of Good Governance (“the Code”) contained in 

Appendix 5.1 of the Listing Rules does not dictate or prescribe mandatory rules, compliance with the principles 

of good corporate governance recommended in the Code is in the best interests of the Company, its shareholders 

and other stakeholders. In deciding on the most appropriate manner in which to implement the Principles, the 

Board of Phoenicia Finance Company p.l.c. (the “Board”) has taken cognisance of its size, which inevitably 

impacts on the structures required to implement the Principles without diluting the effectiveness thereof. 

 

The Company does not have any Equity Securities in issue, is privately held and has no institutional shareholders. 

Consequently, and in accordance with Listing Rule 5.101, the Company is exempt from disclosing in this 

Statement, information prescribed by Listing Rules 5.97.1 to 5.97.3; 5.97.6 and 5.97.8. 

 

Roles and responsibilities of the Board  

 

The Board acknowledges its statutory mandate to conduct the administration and management of the Company. 

The Board, in fulfilling this mandate and discharging its duty of stewardship of the Company, assumes 

responsibility for:  

 

• the Company’s strategy and decisions with respect to the issue, servicing and redemption of its bonds;  

• monitoring that its operations are in conformity with its commitments towards bondholders, shareholders, other 

external financiers and all relevant laws and regulations.  

 

The Board is also responsible for ensuring that the Company installs and operates effective internal control and 

management information systems and that it communicates effectively with the market.  

 

The Board of Directors  

 

The Board is composed of five Directors, who were all appointed upon inception of the Company. The Board is 

composed of members with diverse knowledge, judgment and experience to enable it to properly complete its 

tasks. The balance of skills and experience is appropriate for the requirements of the Company and that changes 

to the Board’s composition can be managed without undue disruption.  

 

The Board is composed of: 

 

Mr Mark Shaw     Non-executive Director (Chairman) 

Mr Jean Pierre Ellul Castaldi   Executive Director 

Mr Mario P. Galea   Independent non-executive Director 

Mr Etienne Borg Cardona   Independent non-executive Director 

Mr Benjamin Muscat   Independent non-executive Director 

 

For the financial year ended 31 December 2020, the executive Director occupied an executive position within the 

Group, made up of the Company, Phoenicia Hotel Company Limited and Phoenicia Malta Limited, while the non-

executive Directors were not engaged in the daily management of the Company. The independent non-executive 

members are each free of any business, family or other relationship with the Issuer, its controlling shareholder or 

the management which could interfere materially with the exercise of their independent and impartial judgement. 
Throughout the financial year, Mr Mark Shaw acted as Chairman. 

 

The Board’s main principle is that it has the first level responsibility of executing corporate governance through 

accountability, monitoring, strategy formulation and policy development. The activities of the Board are exercised 

in a manner designed to ensure that it can effectively supervise the operations of the Company and protect the 

interests of bondholders, external borrowers and the shareholders.  
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CORPORATE GOVERNANCE – STATEMENT OF COMPLIANCE - continued 
 

The Board of Directors - continued 

 

The Board members are notified of forthcoming meetings by the Company secretary (Dr Stephanie Shaw) in 

advance together with an agenda as necessary so that they have ample opportunity to appropriately consider the 

information prior to the upcoming Board meeting, which are then discussed during the Board meeting and convey 

their opinions. 

 

Meetings of the Board were held seven times during the year under review and were always attended in full. 

Individual Directors, apart from attendance at formal Board meetings, participate in other informal meetings 

during the year as may be required, either to assure good corporate governance, or to contribute more effectively 

to the decision-making process.  

 

Apart from setting the strategy and direction of the Company, the Board retains direct responsibility for approving 

and monitoring:  

 

• direct supervision, supported by expert professional advice as appropriate, on the issue and listing of bonds;  

• that the proceeds of the bonds are applied for the purposes for which they were sanctioned as specified in the 

offering memorandum of the bonds in issue;  

• proper utilisation of the resources of the Company;  

• approval of the annual report and financial statements and of relevant public announcements and for the 

Company’s compliance with its continuing listing obligations.  

 

The Board does not consider it necessary to institute separate committees such as the remuneration and the 

nomination committees, as would be appropriate in an operating company. This is largely due to the fact that the 

Company does not have any employees.  

 

Remuneration Statement  

 

Pursuant to the Company’s Memorandum and Articles of Association, the maximum annual aggregate 

emoluments that may be paid to the Directors is approved by the shareholders in General Meeting. Furthermore, 

the remuneration of Directors is a fixed amount per annum of EUR10,000 and does not include any variable 

component relating to profit sharing, share options or pension benefits.  

 

Internal Control and Risk Management Systems 

 

The Directors are aware that internal control systems, for which they are responsible are designed to manage, 

rather than eliminate, the risk of failure to achieve business objectives. 

 

The Board maintains sound risk management and internal control systems. It is responsible for determining the 

nature and extent of the risks it is willing to take in achieving its strategic objectives. The Board establishes formal 

and transparent arrangements to apply risk management and internal control principles, as well as maintaining an 

appropriate relationship with the company’s auditors. 

 

During the financial year under review the Company operated a system of internal controls which provided 

effective and efficient operations covering all controls, including financial and operational controls and 

compliance with laws and regulations. Processes are in place for identifying, evaluating and managing the 

significant risks facing the Company. 

 

The Board is adjourned periodically of the financial affairs and operational developments of the group entities, 

Phoenicia Malta Limited and Phoenicia Hotel Company Limited who have provided a Corporate Guarantee in 

favour of the bondholders. 
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CORPORATE GOVERNANCE – STATEMENT OF COMPLIANCE - continued 
 

The Audit Committee  

 

During the current financial year, the Audit Committee met four times with full attendance. 

 

The Terms of Reference of the Audit Committee, which were approved by the Listing Authority of the Malta 

Financial Services Authority, are modelled on the principles set out in the Listing Rules themselves. The Audit 

Committee assists the Board in fulfilling its supervisory and monitoring responsibility by reviewing the group 

financial statements and disclosures, monitoring the system of internal control established by management as well 

as the audit process.  

 

The Board established the Audit Committee, which meets regularly, with a minimum of four times annually, and 

is currently composed of the following individuals:  

 

Mr Mario P. Galea (Chairman) 

Mr Mark Shaw  

Mr Benjamin Muscat  

 

All three members are non-executive Directors on the Board and the majority of the members are independent of 

the Issuer as required by Section 5.117 of the Listing Rules. Furthermore, Mr Mario P Galea is the appointed 

Chairman and is independent of the issuer as required by the aforementioned Section of the Listing Rules. 

Furthermore, Mr Mario P. Galea and Mr Benjamin Muscat, both non-executive members of the committee, are 

competent in accounting and/or auditing in terms of the Listing Rules.  

 

Communication with and between the Company Secretary, top level management and the Committee is ongoing 

and considerations that require the Committee’s attention are acted upon between meetings and decided by the 

Members (where necessary) through electronic circulation and correspondence. As required by the Companies 

Act (Chapter 386 of the Laws of Malta) and the Malta Financial Services Authority Listing Rules, the financial 

statements of the Company are subject to annual audit by its external auditors. Moreover, the non-executive 

Directors have direct access to the external auditors of the Company, who attend the Board meetings at which the 

Company’s financial statements are approved. Moreover, in ensuring compliance with other statutory 

requirements and with continuing listing obligations, the Board is advised directly, as appropriate, by its appointed 

broker, legal advisor and the external auditors. Directors are entitled to seek independent professional advice at 

any time on any aspect of their duties and responsibilities, at the Company’s expense.  

 

The Company has formal mechanisms to monitor dealings by restricted persons in the bonds of the Company and 

has also put in place the appropriate mechanisms for the advance notification of such dealings.  

 

Relations with the Market  

 

The market is kept up to date with all relevant information, and the Company regularly publishes such information 

on its website to ensure consistent relations with the market. 

 

Other Information  

 

In view of the size and type of operations of the Company, the Board does not consider the Company to require 

the setting up of a nomination committee. 

 

During the financial year under review, no private interests or duties unrelated to the Company were disclosed by 

the Directors which were or could have been likely to place any of them in conflict with any interests in, or duties 

towards the Company. 

 

The Directors of the Company and the Group adheres to accepted principles of corporate social responsibility in 

their day-to-day management practices of the Company and the Group. The Company and the Group are 

continuously committed to behave ethically and contribute to economic development while improving the quality 

of life of the work force and their families as well as of the local community and society at large.  
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CORPORATE GOVERNANCE – STATEMENT OF COMPLIANCE - continued 
 

Conclusion  

 

The Board considers that the Company has generally been in compliance with the principles throughout the year 

under review as befits a company of this size and nature.  

 

 

Approved by the Board of Directors and signed on its behalf on 30 April 2021 by: 

 

 

 

 
 

MARK SHAW  MARIO P. GALEA 

Director  Director 

 

30 April 2021  
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STATEMENT OF COMPREHENSIVE INCOME 

for the year ended to 31 December 2020 
 

 

 Notes  Year ended Period from

  31 December 23 October 2018

  2020 31 December 2019

  EUR EUR 

 

Finance income 4  1,275,420 1,264,880 

 

Finance costs 5  (1,152,715)  (1,225,578) 

 ____________________________________________________ 

Net interest earned   122,705 39,302

  

Administrative expenses 6  (68,062) (85,348) 

 

Expected credit losses 8  -  (13,373) 

 ____________________________________________________ 

Profit/(loss) before tax   54,643 (59,419) 

 

Income tax (expense)/credit 7  (19,125) 20,797 

 ____________________________________________________ 

Profit/(loss) for the period   35,518  (38,622)  
 ____________________________________________________ 

 

Other comprehensive income for the period   - - 

 

Total comprehensive loss for the period, net of tax   35,518  (38,622) 
 ____________________________________________________ 

 
The accounting policies and explanatory notes on pages 20 to 35 form an integral part of the financial statements. 
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STATEMENT OF FINANCIAL POSITION 

as at 31 December 2020 
 

 Notes  2020 2019 

  EUR EUR 

ASSETS 

Non-current assets 

Financial assets 8 24,500,701 24,175,701 

Deferred tax asset 9 4,681 20,797 
  ______________________________________________ 

   24,505,382 24,196,498 
  ______________________________________________ 

Current assets 

Financial assets 8 56,262 55,668 

Other receivables 10 407,729 181,970 

Cash and cash equivalents 11 89,928 461,083 
  ______________________________________________ 

   553,919 698,721 
  ______________________________________________ 

TOTAL ASSETS  25,059,301 24,895,219 
  ______________________________________________ 

 

EQUITY AND LIABILITIES 

Equity 

Issued share capital 12 250,000 250,000 

Accumulated losses  (3,104) (38,622) 
  ______________________________________________ 

Total equity  246,896 211,378 
  ______________________________________________ 

Non-current liabilities 

Interest-bearing borrowings 13 24,626,533 24,511,442 
  ______________________________________________ 

   24,626,533 24,511,442 
  ______________________________________________ 

Current liabilities 

Interest-bearing borrowings 13 45,479 45,355 

Trade and other payables 14 121,268 127,044 

Current tax payable  19,125 - 
  ______________________________________________ 

   185,872 172,399 
  ______________________________________________ 

 

Total liabilities  24,812,405 24,683,841 
  ______________________________________________ 

 

TOTAL EQUITY AND LIABILITIES  25,059,301 24,895,219 
  ______________________________________________ 

 
The accounting policies and explanatory notes on pages 20 to 35 form an integral part of the financial statements. 

 

The financial statements on pages 16 to 35 have been authorised for issue by the Board of Directors on 30 April 2021 

and signed on its behalf by: 

 

 

 

 

 
MARK SHAW  MARIO P. GALEA 

Director  Director 
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STATEMENT OF CHANGES IN EQUITY 

for the year ended 31 December 2020 
 

 

  Issued Accumulated 

  capital losses Total 

  EUR EUR EUR 

 

FINANCIAL YEAR ENDED 31 December 2020 

 

At 1 January 2020  250,000 (38,622) 211,378 

 

Profit for the year  - 35,518 35,518  

 

Other comprehensive income for the year  - - - 
 ________________________________________________________________ 

Total comprehensive income for the year  - 35,518 35,518 
 ________________________________________________________________ 

At 31 December 2020  250,000 (3,104) 246,896 
  ________________________________________________________________ 

 

FINANCIAL PERIOD ENDED 31 December 2019 

 

At 23 October 2018  - - - 

 

Issue of share capital  250,000 - 250,000 

 

Comprehensive income 

 

Loss for the period  - (38,622) (38,622)  

 

Other comprehensive income for the period  - - - 
 ________________________________________________________________ 

Total comprehensive loss for the period  - (38,622) (38,622) 
 ________________________________________________________________ 

At 31 December 2019  250,000 (38,622) 211,378 
  ________________________________________________________________ 

 
The accounting policies and explanatory notes on pages 20 to 35 form an integral part of the financial statements. 
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STATEMENT OF CASH FLOWS 

for the year ended 31 December 2020 
 

    

 Notes Year ended Period from

  31 December 23 October 2018 to 

 2020 31 December 2019

 EUR EUR 

 

Operating activities 

Profit/(loss) before tax   54,643 (59,419) 

 

Adjustments to reconcile loss before tax to net cash flows 

Non-cash: 

Finance income 4  (1,275,420) (1,264,880) 

Finance costs 5  1,152,715 1,225,578 

Movement in expected credit losses   - 13,373 

 

Working capital adjustments: 

 (Decrease)/increase in trade and other payables   (5,777) 127,042 

 Decrease/(increase) in other receivables   27,684 (35,839) 
  ____________________________________________________ 

Cash from operations   (46,155) 5,855 

Interest received   1,037,500 1,063,082 

Interest paid   (1,037,500) (1,063,082) 
  ____________________________________________________ 

Net cash flows from operating activities   (46,155) 5,855 
  ____________________________________________________ 

 

Investing activities 

Loan issued to related party   (325,000) (24,189,074) 
  ____________________________________________________ 

Net cash flows used in investing activities   (325,000) (24,189,074) 
  ____________________________________________________ 

 

Financing activities 

Proceeds from issue of share capital 12  - 250,000 

Proceeds from issue of bonds 13  - 25,000,000 

Payment of bond issue costs 13  - (605,698) 
  ____________________________________________________ 

Net cash flows from financing activities   - 24,644,302  
  ____________________________________________________ 

 

Net movement in cash and cash equivalents   (371,155) 461,083 
 

Cash and cash equivalents at beginning of the period   461,083 - 
  ____________________________________________________ 

Cash and cash equivalents at 31 December  11  89,928 461,083 
  ____________________________________________________ 

 
The accounting policies and explanatory notes on pages 20 to 35 from an integral part of the financial statements. 
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NOTES TO THE FINANCIAL STATEMENTS 
 

1 CORPORATE INFORMATION 

 

Phoenicia Finance Company p.l.c. (‘the Company’) was registered in Malta on 23 October 2018 as a public 

limited liability company under the Companies Act, Cap. 386 of the Laws of Malta. The Company is 

incorporated and domiciled in Malta with its registered office at The Phoenicia Hotel, The Mall, Floriana, 

FRN1478, Malta. 

 

The Company’s principal activity is to carry on the business of a finance company in connection with the 

Group’s ownership, development, operation and financing of hotels, resorts, leisure facilities, and tourism 

related activities. 

 

 

2 BASIS OF PREPARATION 

 

 The financial statements have been prepared in accordance with International Financial Reporting Standards 

issued as adopted by the European Union and comply with the Companies Act, Cap. 386 of the Laws of 

Malta. The financial statements are prepared in Euro (EUR), which represents the functional and 

presentation currency of the Company.  

 

 These financial statements have been prepared under the historical cost convention. These financial 

statements cover the year ended 31 December 2020. The comparative information covers the period from 

23 October 2018, being the date of incorporation to 31 December 2019.  

 

 Going Concern 

  

 These financial statements have been prepared on a going concern basis. The Directors have made 

appropriate assessment of the going concern and reviewed the Company’s budget for the next financial 

year. The Directors are confident that the Company has adequate resources to remain in operation for the 

foreseeable future and meet its liabilities when they fall due. The Directors have therefore continued to 

adopt the going concern basis of accounting in preparing these annual financial statements subject to the 

uncertainty noted in this section. The financial statements do not contain the adjustments that would result 

if the Company was unable to continue as a going concern. 

  

 The Company has a loan agreement with its immediate parent, Phoenicia Malta Limited (note 8). As a result 

of the pandemic and measures taken by the Governments, the Hotel, owned by Phoenicia Malta Limited 

and operated by Phoenicia Hotel Company Limited has experienced continuous disruptions. 

 

Since the first cases of COVID-19, the impacts arising from the pandemic have persisted throughout the 

year, resulting in continuous disruptions to the world economy. As disclosed in previous year’s annual 

report, the hotel has experienced a total curtailment of its business from March to June 2020 together with 

a substantial reduction in demand for the rest of the year. The hotel adapted to the situation to safeguard the 

financial health of the business, where management implemented cost cutting measures whilst ensuring that 

the hotel was prepared to welcome guests once restrictions were lifted. The Group has continued with the 

works relating to the completion of the Spa whilst also refreshing a number of locations within the Hotel. 

Towards the end of June 2020, the outlets re-opened and started serving guests once again with the main 

focus being the Bastion Pool and as from July 2020 the hotel started welcoming guests once again with the 

re-opening of the local airport. The new Spa, managed by the world-renowned French Spa operators, Deep 

Nature, also opened its door to guests toward the end of the year. 

  

 In response to impacts of the Covid-19 pandemic, the Government of Malta announced a number of 

measures to assist the affected entities and the Group has successfully obtained further finance to support 

working capital and liquidity requirements, amendments to existing loan facilities including a moratorium 

on capital and interest repayments, as well as other easing in support of the working capital and liquidity 

requirements of the Group. The Group is also in receipt of other Covid-19 business assistance programmes 

announced by the government, namely for wage supplements, deferral of taxes and other business assistance 

programmes as applicable. As at 31 December 2020, the Group had undrawn bank facilities amounting to 

EUR3.9 million. 
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NOTES TO THE FINANCIAL STATEMENTS - continued 
 

2 BASIS OF PREPARATION - continued 

 

 Going Concern - continued 

 

The Group, comprising of the Company, Phoenicia Hotel Company Limited and Phoenicia Malta Limited, 

which provide cross intra-group guarantees and are managed as a combined entity,  has prepared projections 

for the upcoming 12 months and beyond, based on historical financial information, forecasts, as well as 

realistic assumptions to assess the financial situation. In preparing its projections the Group has considered 

prolonged cost cutting measures and has also considered prudent timing and constant recovery of business. 

Further mitigations are also available to management against unforeseen developments including effecting 

further cost cutting measures that can be put in place. 

 

Notwithstanding this, in the current prevailing circumstances of the Covid-19 pandemic, management considers 

a material uncertainty exists that may cast significant doubt on the Company’s ability to continue as a going 

concern. The material uncertainty identified by the Directors is the length of the recovery period leading to 

normality which is impacted by the duration of restrictions on global travel imposed by governments and the 

potential longer-term impact thereof on customer behaviour. 

   

Due consideration is given to this uncertainty and mitigating factors are being taken into consideration in order 

to ensure the going concern of the Company. 

 

 

3.1 ACCOUNTING POLICIES 

 

Standards, interpretations and amendments to published standards as endorsed by the European Union 

effective in the current year 

 

The accounting policies adopted are consistent with those of the previous financial period, except for the following 

amendments to IFRS effective during the year: 

 

• Amendment to IFRS 16: Leases Covid 19: Related Rent Concessions  

• Amendments to IFRS 3: Business Combinations  

• Amendments to IFRS 9, IAS 39 and IFRS17: Interest Rate Benchmark Reform  

• Amendments to IAS 1 and IAS 8: Definition of Material  

• Amendments to References to the Conceptual Framework in IFRS Standards  

 

The adoption of these standards, where applicable, did not have significant impact on the financial statements or 

performance of the Company.   

 

Standards, interpretations and amendments to published standards as adopted by the EU which are not 

yet effective  

 

Up to date of approval of these financial statements, certain new standards, amendments and interpretations to 

existing standards have been published but which are not yet effective for the current reporting year and which 

the Company has not early adopted, but plans to adopt upon their effective date. The new and amended standards 

follow: 

 

• Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16: Interest Rate Benchmark Reform – Phase 

2 (effective for financial year beginning on or after 1 January 2021) 

• Amendments to IFRS 4: Insurance Contracts – Deferral of IFRS19 (effective for financial year beginning 

on or after 1 January 2021) 

 

The changes resulting from these standards, interpretations and amendments are not expected to have a 

material effect on the financial statements. The Company will adopt the changes in standards, where 

applicable, on their effective date. 
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NOTES TO THE FINANCIAL STATEMENTS - continued 
 

3.1 ACCOUNTING POLICIES - continued 

 

Standards, interpretations and amendments to published standards that are not yet adopted by the 

European Union  

 

• IFRS 17: Insurance Contracts, including Amendments to IFRS 17 (effective for financial years beginning 

on or after 1 January 2023) 

• Amendments to IAS 1: Presentation of Financial Statements: Classification of Liabilities as Current or 

Non-current and Classification of Liabilities as Current or Non-current - Deferral of Effective Date 

• Amendments to IFRS 3: Business Combinations (effective for financial years beginning on or after 1 

January 2022) 

• Amendments to IAS 16: Property, Plant and Equipment (effective for financial years beginning on or after 

1 January 2022) 

• Amendments to IAS 37: Provisions, Contingent Liabilities and Contingent Assets (effective for financial 

years beginning on or after 1 January 2022) 

• Amendments to Annual Improvements 2018-2020 (effective for financial years beginning on or after 1 

January 2022) 

• Amendments to IAS 1: Presentation of Financial Statements and IFRS Practice Statement 2: Disclosure of 

Accounting policies (effective for financial years beginning on or after 1 January 2023) 

• Amendments to IAS 8: Accounting policies, Changes in Accounting Estimates and Errors: Definition of 

Accounting Estimates (effective for financial years beginning on or after 1 January 2023) 

 

The Company is still assessing the impact that these new standards may have on the financial statements. 

 

 

3.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 

 Taxes 

 

 Current tax 

 

 Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to the 

taxation authorities.  The tax rates and tax laws used to compute the amount are those that are enacted or 

substantively enacted by the reporting date. 

 

 Deferred tax 

 

 Deferred tax is provided using the liability method on temporary differences at the reporting date between 

the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes. 

 

 Deferred tax assets are recognised for all deductible temporary differences, carry forward of unused tax 

credits and unused tax losses, to the extent that it is probable that taxable profit will be available against 

which the deductible temporary differences, and the carry forward of unused tax credits and unused tax 

losses can be utilised. 

 

 The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent 

that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred 

tax asset to be utilised.  Unrecognised deferred tax assets are reassessed at each reporting date and are 

recognised to the extent that it has become probable that future taxable profits will allow the deferred tax 

asset to be recovered. 

 

 Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the 

year when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been 

enacted or substantively enacted at the reporting date. 
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NOTES TO THE FINANCIAL STATEMENTS - continued 
 

3.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued 

 

 Taxes - continued 

 

 Value added tax 

 

 Revenues, expenses and assets are recognised net of the amount of value added tax except: 

 

• where the value added tax incurred in the purchase of assets or services is not recoverable from the 

taxation authority, in which case the value added tax is recognised as part of the asset or as part of 

the expense item as applicable; and 

• receivables and payables that are stated with the amount of value added tax included. 

 

 The net amount of value added tax recoverable from, or payable to, the taxation authority is included as 

part of receivables or payables in the statement of financial position. 

 

 Borrowing costs 

 

Borrowing costs directly attributable to the acquisition, construction or production of an asset that 

necessarily takes a substantial period of time to get ready for its intended use or sale are capitalised as part 

of the cost of the respective assets. All other borrowing costs are expensed in the period they occur. 

Borrowing costs consist of interest and other costs that an entity incurs in connection with the borrowing 

of funds. 

 

 Financial instruments 

 

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability 

or equity instrument of another entity. 

 

Financial assets 

 

Initial recognition and measurement  

 

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost, fair value 

through other comprehensive income (OCI), and fair value through profit or loss.  

 

The classification of financial assets at initial recognition depends on the financial asset’s contractual cash 

flow characteristics and the Company’s business model for managing them. The Company initially 

measures a financial asset at its fair value plus, in the case of a financial asset not at fair value through 

profit or loss, transaction costs.  

 
In order for a financial asset to be classified and measured at amortised cost or fair value through OCI, it 

needs to give rise to cash flows that are ‘solely payments of principal and interest (SPPI)’ on the principal 

amount outstanding. This assessment is referred to as the SPPI test and is performed at an instrument level. 

 

Subsequent measurement  

 

For purposes of subsequent measurement, financial assets are classified in four categories:  

 

• Financial assets at amortised cost (debt instruments)  

• Financial assets at fair value through OCI with recycling of cumulative gains and losses (debt 

instruments)  

• Financial assets designated at fair value through OCI with no recycling of cumulative gains and 

losses upon derecognition (equity instruments)  

• Financial assets at fair value through profit or loss 
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NOTES TO THE FINANCIAL STATEMENTS - continued 
 

3.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued 

 

 Financial instruments - continued 

 

 Financial assets - continued 

 

Financial assets at amortised cost (debt instruments)  

 

This category is the most relevant to the Company. The Company measures financial assets at amortised 

cost if both of the following conditions are met:  

 

• The financial asset is held within a business model with the objective 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  

 

Financial assets at amortised cost are subsequently measured using the effective interest (EIR) method and 

are subject to impairment. Gains and losses are recognised in profit or loss when the asset is derecognised, 

modified or impaired.  

 

Financial assets at fair value through OCI (debt instruments)  

 

The Company measures debt instruments at fair value through OCI if both of the following conditions are 

met:  

 

• The financial asset is held within a business model with the objective of both holding to collect 

contractual cash flows and selling  

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  

 

For debt instruments at fair value through OCI, interest income, foreign exchange revaluation and 

impairment losses or reversals are recognised in the statement of profit or loss and computed in the same 

manner as for financial assets measured at amortised cost. The remaining fair value changes are recognised 

in OCI. Upon derecognition, the cumulative fair value change recognised in OCI is recycled to profit or 

loss.  

 

Upon initial recognition, the Company can elect to classify irrevocably its equity investments as equity 

instruments designated at fair value through OCI when they meet the definition of equity under IAS 32 

Financial Instruments: Presentation and are not held for trading. The classification is determined on an 

instrument-by-instrument basis. 

 

Gains and losses on these financial assets are never recycled to profit or loss. Dividends are recognised as 

other income in the statement of profit or loss when the right of payment has been established, except 

when the Company benefits from such proceeds as a recovery of part of the cost of the financial asset, in 

which case, such gains are recorded in OCI. Equity instruments designated at fair value through OCI are 

not subject to impairment assessment. 
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NOTES TO THE FINANCIAL STATEMENTS - continued 
 

3.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued 

 

 Financial instruments - continued 

 

 Financial assets - continued 

 

Financial assets at fair value through profit or loss  

 

Financial assets at fair value through profit or loss include financial assets held for trading, financial assets 

designated upon initial recognition at fair value through profit or loss, or financial assets mandatorily 

required to be measured at fair value. Financial assets are classified as held for trading if they are acquired 

for the purpose of selling or repurchasing in the near term. Derivatives, including separated embedded 

derivatives, are also classified as held for trading unless they are designated as effective hedging 

instruments. Financial assets with cash flows that are not solely payments of principal and interest are 

classified and measured at fair value through profit or loss, irrespective of the business model. 

Notwithstanding the criteria for debt instruments to be classified at amortised cost or at fair value through 

OCI, as described above, debt instruments may be designated at fair value through profit or loss on initial 

recognition if doing so eliminates, or significantly reduces, an accounting mismatch.  

 

Financial assets at fair value through profit or loss are carried in the statement of financial position at fair 

value with net changes in fair value recognised in the statement of profit or loss.  

 

Derecognition  

 

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial 

assets) is primarily derecognised when:  

 

• The rights to receive cash flows from the asset have expired  

or  

• The Company has transferred its rights to receive cash flows from the asset or has assumed an 

obligation to pay the received cash flows in full without material delay to a third party under a ‘pass-

through’ arrangement; and either (a) the Company has transferred substantially all the risks and 

rewards of the asset, or (b) the Company has neither transferred nor retained substantially all the 

risks and rewards of the asset, but has transferred control of the asset  

 

When the Company has transferred its rights to receive cash flows from an asset or has entered into a pass-

through arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of ownership. 

When it has neither transferred nor retained substantially all of the risks and rewards of the asset, nor 

transferred control of the asset, the Company continues to recognise the transferred asset to the extent of 

its continuing involvement. 

 

Impairment of financial assets  

 

The Company recognises an allowance for expected credit losses (ECLs) for all debt instruments not held 

at fair value through profit or loss. ECLs are based on the difference between the contractual cash flows 

due in accordance with the contract and all the cash flows that the Company expects to receive, discounted 

at an approximation of the original effective interest rate. The expected cash flows will include cash flows 

from the sale of collateral held or other credit enhancements that are integral to the contractual terms. 

 

ECLs are recognised in two stages. For credit exposures for which there has not been a significant increase 

in credit risk since initial recognition, ECLs are provided for credit losses that result from default events 

that are possible within the next 12-months (a 12-month ECL). For those credit exposures for which there 

has been a significant increase in credit risk since initial recognition, a loss allowance is required for credit 

losses expected over the remaining life of the exposure, irrespective of the timing of the default (a lifetime 

ECL).  
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NOTES TO THE FINANCIAL STATEMENTS - continued 
 

3.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued 

 

 Financial instruments - continued 

 

 Financial liabilities 

 

Initial recognition and measurement  

 

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit 

or loss, loans and borrowings, payables, or as derivatives designated as hedging instruments in an effective 

hedge, as appropriate.  

 

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and 

payables, net of directly attributable transaction costs.  

 

Subsequent measurement  

 

The measurement of financial liabilities depends on their classification, as described below:  

 

Financial liabilities at fair value through profit or loss  

 

Financial liabilities at fair value through profit or loss include financial liabilities held for trading and 

financial liabilities designated upon initial recognition as at fair value through profit or loss.  

 

Financial liabilities are classified as held for trading if they are incurred for the purpose of repurchasing in 

the near term. This category also includes derivative financial instruments entered into by the Company 

that are not designated as hedging instruments in hedge relationships as defined by IFRS 9.  

 

Gains or losses on liabilities held for trading are recognised in the statement of profit or loss.  

Financial liabilities designated upon initial recognition at fair value through profit or loss are designated at 

the initial date of recognition, and only if the criteria in IFRS 9 are satisfied.  

 

Loans and borrowings 

 

After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised 

cost using the EIR method. Gains and losses are recognised in profit or loss when the liabilities are 

derecognised as well as through the EIR amortisation process. Amortised cost is calculated by taking into 

account any discount or premium on acquisition and fees or costs that are an integral part of the EIR. The 

EIR amortisation is included as finance costs in the statement of profit or loss. 

 

 Derecognition  

 

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or 

expires. When an existing financial liability is replaced by another from the same lender on substantially 

different terms, or the terms of an existing liability are substantially modified, such an exchange or 

modification is treated as the derecognition of the original liability and the recognition of a new liability. 

The difference in the respective carrying amounts is recognised in the statement of profit or loss. 

 

 Cash and cash equivalents 

 

Cash and short-term deposits in the statement of financial position comprise cash at bank and short-term 

deposits.For the purpose of the statement of cash flows, cash and cash equivalents consist of cash and cash 

equivalents with an original maturity of three months or less, net of outstanding bank overdrafts. 

 

   



PHOENICIA FINANCE COMPANY P.L.C. 

Annual Report and Financial Statements for the year ended 31 December 2020 

 

 

 27 

NOTES TO THE FINANCIAL STATEMENTS - continued 
 

3.3 SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS 

 

 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. 

 

 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’, except as disclosed below. 

 

 Recoverability of loan to parent company 

 

 The Company assesses the credit risk of its parent company, for assessing  the recoverability of the loan 

provided to the parent, and continues to monitor for significant increase in credit risk since initial 

recognition. If there is a significant increase in credit risk, a lifetime ECL is recognised. The principle of 

significant deterioration in credit risk is achieved by performing an assessment to compare the risk of 

default occurring at the reporting date with the risk of default occurring at the date of initial recognition, 

by reference to an analysis of the financial performance and position of related party borrowers and the 

cashflow projections of the Group. The assessment of the ECL is a significant estimate, since the amount 

thereof is sensitive to changes in circumstances and to forecasted economic conditions. The Company’s 

ECL on the loan to parent is disclosed in note 8.  

 

 

4. FINANCE INCOME 

 

 Year ended  Period from

 31 December 23 October 2018 to 

 2020 31 December 2019 

 EUR EUR 

 

 Interest on loan to parent company 1,275,420 1,240,869 

 Commitment fee for period of unutilised loan - 24,011 
  _________________________________________________ 

   1,275,420 1,264,880 

  _________________________________________________ 

 

 

5. FINANCE COSTS 

 

 Year ended  Period from

 31 December 23 October 2018 to 

 2020 31 December 2019 

 EUR EUR 

 

 Interest on bonds (1,037,624) (1,108,438) 

 Amortisation of bond issue costs (115,091) (117,140) 
  _________________________________________________ 

  (1,152,715) (1,225,578) 

  _________________________________________________ 
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NOTES TO THE FINANCIAL STATEMENTS - continued 
 

6. EXPENSES BY NATURE 

 

 Year ended  Period from

 31 December 23 October 2018 to 

 2020 31 December 2019 

 EUR EUR 

 

 Directors’ fees 30,000 35,757 

 Corporate expenses 23,091 26,083 

 Professional fees 5,944 11,754 

 Audit fees (i) 9,027 8,850 

 Legal fees - 2,360 

 Other expenses - 544 
  _________________________________________________ 

 Administrative expenses  68,062 85,348 

  _________________________________________________ 
 

 

(i) Auditor’s remuneration for the year ended 31 December 2020 amounted to EUR9,027 (2019: 

EUR8,850). Other fees for non-audit services payable to the Company’s auditor amounted to 

EUR1,003 (2019: EUR7,257). 

(ii) There were no employed persons with the Company for the year ended 31 December 2020 (2019: 

nil). 

 

 

7. INCOME TAX EXPENSE 

 

 The tax charge for the year is made up as follows: 

 

 Year ended  Period from

 31 December 23 October 2018 to 

 2020 31 December 2019 

 EUR EUR 

 

 Current tax 19,125  

 Deferred tax - (20,797) 
  _________________________________________________ 

 Income tax charge / (credit) 19,125 (20,797) 

  _________________________________________________ 

 

 The income tax expense differs from the theoretical tax expense that would apply on the Company’s profit 

before tax using the applicable tax rate in Malta of 35% as follows: 

 

 Year ended  Period from

 31 December 23 October 2018 to 

 2020 31 December 2019 

 EUR EUR 

 

 Profit/(loss) before tax 54,643 (59,419) 

  _________________________________________________ 

 

 Theoretical tax expense at 35% 19,125 (20,797) 
  _________________________________________________ 

 Income tax charge / (credit) 19,125 (20,797) 

  _________________________________________________ 
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NOTES TO THE FINANCIAL STATEMENTS - continued 
 

8. FINANCIAL ASSETS 

 

 2020 2019 

 EUR EUR 

 

 Non-current 

 Loan to parent company 24,514,074 24,189,074 

    Allowance for expected credit losses (13,373) (13,373) 
  _______________________________________ 

  24,500,701 24,175,701 
  _______________________________________ 

 Current  

 Loan to parent company 56,262 55,668 
  _______________________________________ 

  

 Total financial assets, net of expected credit losses 24,556,963 24,231,369 

  _______________________________________ 

 

 Financial assets represent the funds raised by the bond issue which have been advanced to the parent 

company. The loan bears interest of 4.73% per annum payable annually in arrears. On 1 September 2019 

the interest rate was revised to 5.25% per annum. The loan is repayable on 30 November 2028. 

 

 As at 31 December 2020, the loan is recognised net of an allowance for expected credit losses of 

EUR13,373 (2019: EUR13,373). 

 

 

9. DEFERRED TAX ASSETS 

 

The movement in deferred tax asset is as follows: 

 

 2020 2019 

 EUR EUR 

 

 Balance as at beginning of financial period 20,797 - 

  

 Credited to income statement (note 7) - 20,797 

 Unutilised tax losses surrendered to immediate parent (16,116) - 
  _______________________________________ 

 Balance as at 31 December 4,681 20,797 

  _______________________________________ 

 

 Deferred income tax at 31 December relates to the following: 

 

 2020 2019 

 EUR EUR 

 

 Unutilized tax losses - 16,116 

 Expected credit losses of financial assets 4,681 4,681 
  _______________________________________ 

  4,681 20,797 

  _______________________________________ 

 

During the period ended 31 December 2019, the Directors have taken steps to adjust the finance income of 

the company, as detailed in Note 8 and to ensure profitability in the foreseeable future. They are confident 

that the deferred tax asset recognised in the financial statements will be realised. Tax losses do not expire 

under Maltese legislation.  
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NOTES TO THE FINANCIAL STATEMENTS - continued  

 

10. OTHER RECEIVABLES 

 

 2020 2019 

 EUR EUR 

 

 Prepayments of administrative expenses 22,006 35,839 

 Amounts due from parent company (i) 385,723 146,131 
  _______________________________________ 

  407,729 181,970 

  _______________________________________ 

 

(i) Amounts due from parent company represent expenses paid by the Company on behalf of the parent 

Company. These are unsecured, non-interest bearing and payable on demand. 

 

 

11. CASH AND CASH EQUIVALENTS 

 

 Cash and cash equivalents included in the statement of cash flows comprise of the following items within 

the statement of financial position: 

 

 2020 2019 

 EUR EUR 

 

 Cash at bank 89,928 461,083 

  _______________________________________ 

 

 

12. SHARE CAPITAL 

 

 2020 2019 

 EUR EUR 

 Authorised: 

 250,000 Ordinary shares of EUR1 each 250,000 250,000 

  _______________________________________ 

 

 Issued and fully paid: 

 250,000 Ordinary shares of EUR1 each 250,000 250,000 

  _______________________________________ 

 

 The ordinary shares shall rank pari passu amongst each other for all purposes irrespective of any premium 

paid thereon. Each ordinary share shall be entitled to one vote. 
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NOTES TO THE FINANCIAL STATEMENTS - continued 
 

13. INTEREST-BEARING BORROWINGS  

 

 2020 2019 

 EUR EUR 

 

 Non-current 

 4.15% Unsecured Bonds 2023-2028 24,626,533 24,511,442 

  _______________________________________ 

  

 Current 

 Accrued interest on 4.15% Unsecured Bonds 2023-2028 45,479 45,355 

  _______________________________________ 

 

 

i) The Unsecured Bonds are disclosed at the value of the proceeds less the unamortised balance of 

the issue costs, as follows: 

 

 2020 2019 

 EUR EUR 

 Non-current 

 Bonds (note i)  25,000,000 25,000,000 

 Issue costs  (605,698) (605,698) 

 Accumulated amortisation  232,231 117,140 
  _______________________________________ 

   24,626,533 24,511,442 

  _______________________________________ 

 

ii) Unless previously purchased and cancelled, the Unsecured Bonds will be redeemed at their 

nominal value (together with interest accrued up to the date fixed for redemption) on 15 December 

2028 provided that the Company reserves the right to redeem all the Unsecured Bonds on any one 

of the Early Redemption Dates, that is, 15 December 2023, 15 December 2024, 15 December  

2025, 15 December  2026 or 15 December  2027, subject to the Company giving at least 60 days’ 

notice in writing to all Bondholders of its intention to effect such earlier redemption. 

 

iii) The Unsecured Bonds are subject to a fixed interest rate of 4.15%. The quoted market price as at 

31 December 2020 for the Unsecured bonds was EUR98.00 (2019: EUR103.90). 

 

iv) The related companies Phoenicia Malta Limited and Phoenicia Hotel Company Limited have 

jointly and severally provided a guarantee in favour of the bondholders in respect of both the 

interest due and the principal amount. 
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NOTES TO THE FINANCIAL STATEMENTS - continued 
 

14. TRADE AND OTHER PAYABLES 

 

 2020 2019 

 EUR EUR 

 

 Trade creditors 2,370 14,883 

 Amounts due to related parties (i) 38,585 37,221 

 Accruals 24,956 21,133 

 Other payables 55,357 53,807 
  _______________________________________ 

  121,268 127,044 

  _______________________________________ 

 

(i) Amounts due to related parties represent expenses paid by related companies on behalf of the 

Company. These are unsecured, non-interest bearing and with no fixed date for repayment (note 16). 

 

 

15. PARENT AND ULTIMATE CONTROLLING PARTY 

 

The immediate parent of the Company is Phoenicia Malta Limited registered in Malta. The ultimate parent 

company is Phoenicia Hotel (Lux) S.a.r.l. registered in Luxembourg. The ultimate controlling party is Mark 

Shaw, a British national residing in Edinburgh, Scotland.  

 

 

16. RELATED PARTY TRANSACTIONS AND BALANCES 

 

Related party transactions 

 

The following table provides the total amount of transactions and balances with related parties: 

  

   Interest Net amounts Loan  

   income from receivable from  

    related party related party 

  

 Immediate parent company 2020 1,275,420 385,723 24,570,336 

  2019 1,264,880 132,280 24,244,742 

  

 Other related company 2020 - (38,585) - 

  2019 - (23,371) -

  

 

  

 The Company has issued a loan to its immediate parent company (note 8) mainly for re-financing of debt 

purposes, thus reducing the financing cost of its immediate parent company. 

  

 The Company also makes use of current accounts with its immediate parent company and another related 

company for expenses paid by the Company on behalf of related companies (note 10) or paid by the related 

companies on behalf of the Company (note 14).  

 

 Key management personnel comprise the Directors of the Company. Remuneration to the Directors is 

disclosed in Note 6. 
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NOTES TO THE FINANCIAL STATEMENTS - continued 
 

17. FINANCIAL RISK MANAGEMENT 

 

 The Company’s principal financial assets comprise of non-current financial assets and cash and short-term 
deposits which arrive directly from its operations. The Company’s main financial liabilities are interest-
bearing borrowings and trade and other payables. The main purpose of these financial liabilities is to raise 
finances for the Company and related company’s operations.  

 

Credit risk 

 

Financial assets which potentially subject the Company to concentrations of credit risk consist principally 

of non-current financial assets and cash and short-term deposits. 

 

 The exposure to credit risk is influenced mainly by the individual characteristics of each customer. The 

Company considers that with the exception of the non-current financial assets (note 8), it is not exposed to 

major concentrations of credit risk.  

 

 The Company’s short-term deposits are placed with quality financial institutions.   

 

 The maximum exposures to credit risk are represented by the carrying amount of each financial assets as 

disclosed in note 8 and note 11. 

 

Liquidity risk 

 

The presentation of the financial assets and liabilities under the present headings within the statement of 

financial position is intended to indicate the timing in which cash flows will arise. 

 

The Company actively manages its risk of a shortage of funds by closely monitoring the maturity of its 

financial assets and liabilities and projected cash flows from operations. 

 

The table does not reflect the expected cash flows. It summarises the maturity profile of the Company’s 

financial liabilities at 31 December based on contractual undiscounted payments: 

 

   Undiscounted  

   Carrying contractual Within 1 to 5 Over 5 

 amount cash flows one year years years 

  EUR EUR EUR EUR EUR 

 

 31 December 2020 

 Interest-bearing loans  

    and borrowings 25,000,000 33,300,000 1,037,500 4,150,000 28,112,500 

 Trade and other payables 121,268 121,268 121,268 - - 
  ________________________________________________________________________________________ 

  25,121,268 33,421,268 1,158,768 4,150,000 28,112,500 
 

________________________________________________________________________________________ 

 31 December 2019 

 Interest-bearing loans  

    and borrowings 25,000,000 34,337,500 1,037,500 4,150,000 29,150,000 

 Trade and other payables 127,044 127,044 127,044 - - 
  ________________________________________________________________________________________ 

  25,127,044 34,464,544 1,164,544 4,150,000 29,150,000 
 

________________________________________________________________________________________ 
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17. FINANCIAL RISK MANAGEMENT - continued 

 

Interest rate risk 

 

In view of the nature of its activities, the Company's transactions consist of interest income on the loans 

advanced to related companies from the proceeds of the bond issue and the interest payable on the bonds. 

However, these are independent of changes in market interest rates. Both the loans receivable from related 

companies and the bonds are subject to fixed interest rates. The Company has charged a higher lending rate 

on its receivables to cover its operating expenses. Also, the loans receivable have similar maturities to the 

bonds payable. 

 

Capital management 

 

 The primary objective of the Company’s capital management is to ensure that it maintains a healthy capital 

ratio to support its business and maximise shareholder value. 
 

 The Company manages its capital structure and makes adjustments to it, in light of economic conditions.  

To maintain or adjust the capital structure, the Company may adjust the dividend payments to shareholders, 

return capital to shareholders, issue new shares or adjust financing arrangements. No changes were made 

in the objectives, policies or processes during the year ended 31 December 2020. 

 

 

18.  FAIR VALUE MEASUREMENT 

 

IFRS 13 specifies a hierarchy of valuation techniques based on whether the inputs to those valuation 

techniques are observable or unobservable. Observable inputs reflect market data obtained from 

independent sources; unobservable inputs reflect the Company’s market assumptions. These two types of 

inputs have created the following fair value hierarchy: 

  

• Level 1 – Quoted prices (unadjusted) in active markets for identical assets or liabilities. 

• Level 2 – 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 3 – Inputs for the asset or liability that are not based on observable market data (unobservable 

inputs).  

 

This hierarchy requires the use of observable market data when available. The Company considers relevant 

and observable market prices in its valuations where possible as outlined above.  For assets and liabilities 

that are recognised at fair value on a recurring basis, the Company determines whether transfers have 

occurred between levels in the hierarchy by re-assessing categorisation (based on the lowest level input that 

is significant to the fair value measurement as a whole) at the end of each reporting period. 

 

 

At 31 December 2020 and 31 December 2019, the carrying amounts of cash and short-term deposits, trade 

and other payables and current interest-bearing borrowings approximated their fair value in view of the 

nature of the instruments or their short-term maturity (level 2).  

 

The fair value of non-current interest-bearing borrowings can be defined by reference to the quoted market 

price (level 1) which as at 31 December 2020 was EUR98.00 (2019: EUR103.90). The fair value is 

estimated at EUR24.5 million (2019: EUR25.975 million) when compared to the carrying amount of 

EUR24.55 million (2019: EUR24.67 million).   

 

The fair value of the non-current financial assets are estimated at 2% below the carrying amount (2019: 

4% above the carrying amount) in line with the change in the quoted price of the non-current interest loans 

and borrowings (level 2).  As at 31 December 2020, the fair value was estimated at EUR24.0 million (2019: 

EUR25.2 million) when compared to the carrying amount of EUR24.5 million (2019: EUR24.2 million). 
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NOTES TO THE FINANCIAL STATEMENTS - continued 
 

19. EVENTS AFTER THE REPORTING PERIOD 

 

As Covid-19 pandemic evolves, the Government of Malta has continued to implement additional measures 

after year end to address the resulting public health issues and the economic impact. Since the end of the 

reporting year, the Government of Malta has also announced additional measures to assist the affected 

entities including the extension of wage supplement scheme, the extension of the moratoria granted under 

the Covid-19 guarantee Scheme by a further 6 months and further tax deferrals. The Company continues 

to monitor the situation and taking appropriate measures to minimise the impact of the Covid-19 pandemic 

and to continue operations. 

 


