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CENTRAL BUSINESS CENTRES P,L,C,
Annual Report and Financial Statements - 3'1 December 2019

Directors' report
The directors present the audited financial statements for the year ended 31 December 2019.

Principal activities

The principal activity of the Company is to act as a finance, investment and property-holding company.
Properties owned by the Company are leased to third parties.

Review of the business

During the period under review, the Company leased offices in the Zebbug Business Centre, the Gudja
Business Cenke and the St. Julians Business Gentre to third pafties. During 2019, both the Gudja
Business Centre and the Zebbug Business Centre were fully occupied by tenants whib the St. Julians
Business Centre was 38%o occupied.

The profit for the year of €495,176 (2018: loss of €118,720) is net of finance costs of €208,975 (20181
€'160,609) which have been expensed during the year, and which relate to the apportionment of interest
on the Bonds in iss-ue to finance the Zebbug, Gudja and St. Julians Cenbal Business Cenhes.

The Company's financial position at 3'1 December 2019 is set out on page 16. During 2019, part of the
costs relating to the continuing development ofthe St. Julian's Central Business Centre and restoration of
the adjo,ning Villa Complex togetherwith the Zebbug land which was acquired from a related entity during
2017, were capitalised within lnvestment Property. Management's involvement in monitoring deveiopment
of these sites remains very close to ensure that costs are kept under scrutiny and for the properties to
align to the high-end specifications of business centres developed by the Company.

The St. Julian's Central Business Centre started operating during the second qua[er of 2019. Part of the
interest costs for the Bonds in issue have thereafter been accounted for in the income statement.
Projections prepared by management indicate that rental income from the St. Julian's Cent.al Business
Centre will adequately cover the interest allocated to this property given that demand frcm prospective
tenants is very positive-

The directors have assessed that the carrying value of the lnvestment Property as at 31 December 2019
is reasonable and not subject to indications of impairment. ln the event that general economic conditions
and property market conditions experience a downturn, this may have an adverse impact on the fairvalue
of the Company's lnvestment Property. The directors have no intention of disposing of the investment
property in the foreseeable tuture.

The main liability in the statement offinancial position relates to the €12 million Bonds in issue.

An analysis ofexposure to martet risk, credit ri6k, liqujdity risk and cash flow risk can be found in Note 2.

Result6 and dividends

The financial results are set out in the statement of comprchensive income on page 17. The directors do
not propose any payment ofdividends.



CENTRAL BUSINESS CENTRES P,L,C.
Annual Report and Financial Statements - 31 December 2019

Directors' report - continued

Dlrectors

The directors of the Company who held office during the yearwere:

lvlr. Joseph Cortis
[4r. Alfred Sladden
Chev. Raymond Cortis
Dr. Petramay Attard Cortis
l!lr. Joseph M Formosa

The Gompany's Articles ofAssociation require directors to seek re-election on a yearly basis.

Statement of d irectors' responsibllities for lhe tinancial statements

The directors are required by the l\4altese Companies Act (Cap. 386) to prepare financial statements
which give a true ahd fair view of the state of affairs of the Company as at the end of each reporting
period and ofthe profjt or loss for that period.

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

. ensuring that the financial statements have been drawn up in accordance with lnternational
Financial Repo.ting Standards as adopted by the EU;

. selecting and applying appropriate accounting policies;

. making accounting estimates that are reasonable in the ciacumstances;

. ensuring that the financial statements are prepared on the going concern basis unless it is
inappropriate to presume thatthe Company willcontinue in business as a going concern.

The directors are also responsible for designing, implementing and maintaining internal control relevant to
the preparation and the iair presentation of the financial shtements that are free from material
misstatement, whether due to fraud or error, and that comply with the lvlaltese Companies Act (Cap. 386).
They are also responsible for safeguarding the assets of the Company and hence icr taking reasonable
steps for the prevention and detection of fraud and other irregularities.

The financial statements of Central Business Centres p.l.c. for the year ended 31 December 2019 are
included in the Annual Report 2019, which is made avajlable on the Company's website. The directors
are responsible for the maintenance and integrity of the Annuat Report on the website in view of their
responsibility for the cont.ols over, and the security ol the website. Access to information published on
the Company's website is available in other countries and jurisdictions, where legislation governing the
preparation and dissemination of financial statements may difier from requirements or practice in l\4alta.

Golng concern statement pursuant to Listing Rule 5.62

After making enquiries and having taken into consideration the future plans ofthe Company, the directors
have reasonable expectation that the Company has adequate resources to continue in operational
existence for the foreseeable future. For this reason, they adopt the going concern basis in the
preparation of the financial statements.

AuditoE

Pdcewaterhousecoopers have indicated their willingness to continue in office and a resolution for their re-
appointmentwill be proposed at the AnnualGeneral l\4eeting.
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CENTML BUSINESS CENTRES P.L,C,
Annual Report and Financial Statements - 31 December 2019

Directors' report - continued

Principal rlsks and uncertainties faced by the Company

The cornpany is subject to matket and economic conditions in general

The company is subject to general market and economic dsks which include factors such as the condition
of the local property market, inflation prices for the rental of commercial properties and other economic
and social factors affecting demand for real estate generally. ln the event that generall economic
conditions and property market conditions experience a downtum, this may have an adverse impact on
the financial conditions of the company and its ability to meet its obligations set-out within the Bond
Prospectus.

ln view of the developments pertaining to the COVID-1g pandemic that occurred after the end of the
reporting period, the direclors have prepared budgets and pmjections to assess the impact that the
pandemic may have on the prontability, liquidity and going concern of the Company. Based on the
outcome of cash fl_oyv projections prepared by the Company which facto. possible strain on rental st.eams
and occupancy driven by the pandemic, lhe Directors and senior management consjderthe going concern
assumption in the preparation of the company's financial statements as appropriate as at the date of
authorisafion for issue of the 2019 financial statements. They also believe that no material uncertainty that
may cast significant doubt about the company's ability to continue honouring liabilities as and when they
fa:ldue and to confintie operating as a going concern forthe nexl twelve moaths exists as atthat date.

Rbks assoc,iated wilh the prcpedy ma*et

Risks associated with the property development and real estate industry generally include, but are not
limited to, risks of cost over-runs and risks of delay in completion of the Villa in St. Julian's and the new
Zebbug business premises. ln the event that these risks were to materialise they could have a significant
impact on the fnancial position ofthe Company.

The propetly market i6 a very competitive ma*et that can influence the lease ofspace

The real eshte market in Malta is very competitive in nature. An increase in supply and/or decrease in
demand in the commercial property segment in which the company operates and targets to lease, may
cause the lease of such spaces to be leased at lower lease contributions or at a slower pace than that
originally anticipated by the company. lf these risks were to materialise, they could have an adverse
material impact on the ability of the company to repay the Bond and lnterest thereon.

Share capital structurc

The Company's authorised and issued share capital amounts to €250,000 divided into 250,000 Ordinary
shares of €1 each. The share capital consists of one class of ordinary shares with equal voting rights
attached. No restrictions apply to the transfer of shares.

Holding in Excess of5% ofthe Share Capital

On the basis of the information avaibble to the Company as at 31 December 2019, Petramay Attard
Cortis, Eman Cortis and Joelle Cortis each hold 13,890 shares, whereas Jeanelle Bonello Cortis, Claudia
Borg, Alexia Camillei Cortis, Tiziana Cortis, Adriana Cutajar and Crystielle Farrugia each hold 20,833
shares. The cumulative shares of these aforementioned shareholders are equivalent to 67% of the
company's issued share capital. The remaining 33% is also held by members of the Cortis famiv in
individual portions of less than 5%.

Shareholders holding in aggregate more than 50% of the issued share capital, shail be entitled to appoint
the directors. Other limitations of the voting rights of holders are contained in the Company's Articles of
Association, Clause 55.

3



CENTRAL BUSINESS CENTRES P,L.C,
Annual Report and Financial Statements - 31 December 2019

Directo13' report - continued

Appointment and Replacement of Directors

Board members are appointed for one year and are eligible for re-appointment at the Annual General
Meeting.

Board Member Powe.s

The powers ofthe Board members are contained in the Company's Articles ofAssociation.

The Articles of Association grant the Company the power to buy back its own shares in terms of the
Maltese Companies Act (Cap. 386).

Contracts wlth Board Members and Employees

The Company has no contract with any of its Board membeG that include a severance payment clause.
The Company had,Fo employees during the period ended 31 December2019.

No disclosures are being made pursuant to listing Rules 5.64.4, 5.64.5, 5.64.6, 5.64.7 and 5.64.10 as
these are not applicable to the Company.

Puisuant to Li6ting Rule 5.70.1

At the year-end, the company had various agreements for the lease of office and car spaces in the
Zebbug Central Business Centre, Gudja Central Business Centre and St. Jutians Central Business
Centre. As at 31 December 2019, the Zebbug Central Business Centre and cudja Central Business
Centre were operating at full capacity, whercas the St. Julians Centrat Business Cenlre was operating at
38o/o capacity.

Pursuant to Listing Rule 5.68

Statoment by the Directors on the Financlal StatemenG and Other lnfomation included in the
Annual Report

The directors declare that to the best of their knowledge, the financiat statements included in the Annual
Report are prepared in accordance with the requirements of lnternationat Financiat Reportjng Standards
as adopted by the EU and give a true and fairview ofthe assets, liabilities, financiat position and results of
the Company and that this report includes a fair review of the development and performance of the
business and position of the Company, together with a description of the principal risks and uncertainties
that it faces.

On behalf of the board

Mr. Alfred Sladden
Director

Registered office:
Cortis Buildings
Mdina Road
Zebbug ZBG 4211
Malta

23 Aptil2o2o
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CENTRAL BUSINESS CENTRES P,L,C.
Annual Report and Financial Statements - 31 December 20'19

Corporate Governance - Statement of Compliance

The Listing Rules issued by the Listing Authority of the Matta Financial Services Authority, require tisted
companies to obsetue The Code of Principles of Good Corporate covemance (the "Code"). Although the
adoption ofthe Code is not obligatory, Listed Companies are required to inctude, in their Annual Report, a
Directors' Statement of Compliance which deals with the extent to which the Company has adopted the
Code of Principles of Good Corporate Goveman@ and the effective measures that the Company has
taken to ensure compliance with the Code, accompanied by a report ofthe auditoE thereon.

Compliance

The Boa.d of Directors (the "Board") of Central Business Centres p.l.c. (the 'Company") believes in the
adoption of the Code and has endorsed it except where the size and/or particular circumstances of the
Company are deemed by the Board not to warrant the implementation of specific recommendations. ln
this context it is relevant to note that the Company has issued bonds to the public and has no employees.
Accordingly, some,ofthe provisions ofthe Code are not appticable whilst others are appticable to a limited
extent.

The Board

The Board of Di.eotors is responsible for devising a strategy, setting poticies and the management ofthe
Company. lt is also responsible for rcviewing intemal control prccedures, financial peaformance and
business risks facing the Company. The Board is atso responsible for decisions relating to the
redemption of the Bond, and for monitoring that its operations are in confomjty with the prospectus and
all relevant rules and regulations.

Throughout the period under review, the Board regularly reviewed management performance. The
Company has in place systems whereby the directors obtain timely information from the Chief Executive
Ofiicer, notonly at meetings of the Board but at regutar intervats orwhen the need adses.

Chairman and Chief Executive Officel

The functions of the Chairman and Chief Executjve Officer are vested by the same individual. The
Chairman's main function is to lead the board, set the agenda and ensure that all board members partake
in discussions ofcomplex and contentious issues.

The Chief Executive Ofiicer has specific authorities from the Board to manage the Company's operational
activities within the strategy and parameters set by it.

Complsment ot the Board

The Board is composed of one executive and four non-executive directors, as listed below:

Executive Directors

N4r. Joseph Cortis (Chairman and Chief Executive Offlcer)

Non.Executive Director6

[4r. Alfred Sladden
Chev. Raymond Cortis
Dr. Petramay Attard Cortis
Mr. Joseph lvl Formosa



CENIRAL BUSINESS CENTRES P.L,C.
Annual Report and Financial Statements - 3l December 2019

Corporate Governance - Statement of Compliance - continued

Non-Executive DlrectoE - continued

Directors are appointed during the Company's Annual General lveeting fur periods ofone year, at the end
ofwhich term they may stand again for re-election. The Articles ofAssociation ofthe Company clearly set
out the procedures to be followed in the appointment of directors.

Mr. Alfred Sladden, and Mr. Joseph M Formosa are considercd independent non-executive directors.

IntornalControl

The Board is responsible for the Company's system of intemal controls and for reviewing its effectiveness.
Such a system is designed to achieve business objectives and to manage ratherthan to eliminate the risk
of failure to achieve business objectives and can only provide reasonable assuGnce against material
enor, losses orfraud.

Authority to manage the Company is delegated to the Chief Executive Offcer within the limits set by the
Board of Directors. Systems and procedures are in place for the Company to control, report, monitor and
assess risks and their financial implications, and to take timely corrective actions where necessary.
Regular financial budgets and staategic plans are prepared, and performance against these plans is
actively monitored and reported to the directors on a regular basis.

The approval of credit to customers is made by the CEO, jn strict adherence to a Board-approved limit.
Proposals falling outside the limit are referred, together with the supporting documentation and the CEO'S
recommendations, to the Board. The Board also approves, after review and recommendation by the Audit
Commiftee, the transfer of funds and othea amounts payable to related companies and ensures that these
are subject to terms and conditions which are on an arm's length basis.

Directors' Attendance at Board Meetings

The Board believes that it has systems in place to fully comply with the principles of the Code. Directors
meet regularly, mainly to review the financial perlormance of the Company and to review internal control
processes. Board members are notified of forthcoming meetings by the Company Secretary with the
issue of an agenda and supporting Board papers, which are circulated well in advance of the meeting. AII
the directors have access to independent professional advice at the Company's expense should they so
requrre.

The Board met formally five times during the period under review. The number of board meetings
attended by directors for the year ended 31 December 2019 is as follows:

Membels

l\4r. Joseph Cortis
Mr. Alfred Sladden
Chev. Raymond Coiis
Dr. Petramay AtErd Cortis
Mr. Joseph M Formosa

Attended

5

5
5

6



CENTRAL BUSINESS CENTRES P-L,C-
Annual Report and Financial Statements - 31 December 2019

Corporate Governance - Statement of Compliance - continued

Committees

The directors believe that, due to the Company's size and operations, the remuneration, evaluation and
nominations committees that are suggested in the Code are not required, and that the function of these
can efficiently be undertaken by the board itself. However, the Board on an annual basis undertakes a
review of the remuneration paid to the directors and caries out an evaluation oftheir performance and of
the audit commiftee. The shareholders approve the remunercttion paid to the directors at the annual
generalmeeting.

Audit Committee

The Board has established an Audit Committee (the "Committee") and has formally set out Terms of
Reference as outlined in the Principles laid out in the Listing Rules. The purpose of the Committee is to
protect the interest of the Company's share and bond holders and assist the directors in conducting their
role effectively. lif the absence of an internal audit department, the Audit Committee also moniiors the
financial reporting process, the efiectiveness of internal control and the audit of the annual financial
shtements. Additionally, it is responsible for monitoring the performance of the entities bonowing tunds
from the Company, to ensure that budgets are achieved and if not, corrective action is taken as
necessary. lt also scrutinises and supeNises related party transactions for materiality and ensures that
these arc carried out at arm's length basis. The Listing Authority considered the Terms of Reference as
having sufficient safeguards to ensure the independence ofthe Audii Committee.

The Members ofthe Audii Commlltee arc:

Mr. Alfred Sladden (Chairman)
Dr Petramay Attard Codis
Mr. Joseph l\4 Formosa

Alfred Sladden is a director who the Board considers as a person competent in accounting. Alfred
Sladden held senior management positions at Mid-Med Bank and lnvestment Finance Bank including that
of director of Mid-Med Life lnsurance ftom 1995-1996 and chairman of Maltapost and the Foundaiion for
lvledical Services between 1998 till 1999. Between 1999-20'1i, he held a part time post as Financial
Advisor for the Eurochange Financial SeNices and simultaneously the post of Chai.man of the VAT
Appeals Board. He was Executive Director for a subsidiary ofthe Cortinthia Group in the Czech Republic
between 2000 and 2010 and financial advisor of Technol:ne Limited between 2009 and 2013.

Petramay Attard Cortis is a director who the Board considers as a person of organisational skills and
strategic thinking. Petramay Attard Cortis is an anesthetist by profession and is a third-generation family
member of Cortis Group of Companies. She has been an active member of the Youth Family Council
(YFC) since its inception in 2007, and is involved with Succession Planning and the Group's Corporate
Social Responsibility Programme, and was involved in various aspects of the blsiness including
marketingi salesl social media; event management customer relations; and business strategy.

Joseph l\4 Formosa is a director who the Board considers as a person competent in finance. Joseph M
Formosa has had a 35 year career with Bank of Valletta Plc where he held various positions in financial
control, asset and liability management, strategy, risk, marketing, mortgages and personal credit. He was
Chairman of the bank's Card Services company which was mainly responsible br the successful
intemational programme called "l\4alta Welcomes Visa". He also held the position of ceneral Manager of
Lohombus Bank Ltd (a joint venture between Mid-l\4ed Bank Ltd and Bank of Valletta that specialized in
home loans) and when Mid-Med Bank Limited was acquired by HSBC Plc, Joseph was actively involved
in the reskucturing process.

7



CENTRAL BUSINESS CENTRES P.L,C.
Annual Report and Financial Statements - 31 December 2019

Corporate Governance - Statement of Compliance - continued

Remuneration Statement

ln terms oJ the company's Memorandum and Articres of Association, it is the sharehorders of the
Company in the General Meeting who dete.mjne the maximum annuat'aggregite iemuneration of the
directors. Ihe aggregate amount approved for this purpose during the tast"Ann"uii General ttiteeting was
€12.000.

None ofthe directors are employed or have a service contract with the Company.

No part of the remuneration paid per annum to the directors is performance based, the chief Executiveurrcer receues remuneration of €30.000. None of the directors, in their capacity as a Director of theui-mpany, rs entitred to profit sharing, share options or pension benefits The direct;rs do not receive any
rcrm or monetary or non-monetary perks or benefits.

During 2019, the d;ecbrc received €12,000 for services rendered (Note 17).

Remuneratlon Committees

since the remuneration of the Directors of the company is not performance-rerated, the functions of the
Remuneration Committee are carried out by the Board of Directors. No naw proposals on the
remuneration policy for Directors and senior Executives or on the individual remuneration attributed to
any of the Directors or of the senior Executives were put foMard to the Board ol Directo6 in 20i9.
Monitoring will continue in 2o2o and proposars wi be put fo*ard to the Boaro oi Drectors in zozo sho,to
it be necessary.

Relations with bondholders and the markei

The Company publishes interim and annual financial statements and when required companyannouncements. The Board feels these provide the market with adequate information about its activities.

Conflicts of lnterest

On joining the Board and regularly thereater. directors and otficers of the Company are informed andremrnoe! or metr obttgations on dealing in securities of the Company within the par;meters of law and
::::19_,4,::_ !L: uompany has atso set reporting procedures in tine with the Listing Rutes, Code ofpnncrptes, and tnternat code of dealing.

Signed on behalfofthe Board of Directors on 23 April2O2O by:

Mr. Alfred Sladden
Director and Chairman ofthe Audit Committee
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Independent auditor's report
To the Shareholders ofCentral Business C€trtres p.l.c.

Report on the audit of the financial statements

Our opittiott

In our opinion:

. C€ntral Business C€ntres p.l.c.'s financial statemetts give a tlire a][d fair view of ttre company's
finatrcial position as at 31 December 2019, and of the company's financial performance and cash
flows for the year then ended in accordance with Intemational FinaDcial ReportiDg Stantlards
CII'RSS') as adopted by the EU; and

. The financial statements have been prepared in accoftlance with the rcquircmeDts ofthe Maltese
Companies Act (Cap. 386).

Our opinion is coDsistent with our additional report to the Audit Committee.

.whatwe 
hav€ aualited

Cetrtral Business Cenbes p.l.c.'s finartial statemeDts, set out o[ pages 16 to 40, comprise:

. the statement offinancial position as at 31 December 2ol9;

. Lhe statement ofcomprehensive income for the year then ended;

. the statement ofchanges in equity for the year then ended;

. the statemeEt ofcash flows for the year then enaleal; and

. the notes to the flnaDcial statements, which iuclude a summary ofsignificant accountiDg policies.

Basis for opinion

We coDducted our audit in accordance with Intemational Standards on Auditing GSAS). Our
responsibilities under those sta lartls are further described in the Auditor\ Responsibikties for the
Audit ofthe Financial Statemmts section ofour rcport.

We believe tlat the aualit evidence we have obtailed i,6 suf6cient and appropdate to provide a basis
for our ophion.

Independence

We are indepetrdent of the company in accorclance with the IDtemationat Ethics Standards Board for
Accountalts' Code of Ethics for Pmfessional Accountants (IESBA Code) together with the ethical
requircments of the Accountancy Profession (Code of Ethics for Waratrt Holders) Directive issued iD
teras of the Accountancy Profession Act (Cap. 281) that are relem[t to our audit of the filancial
statements in Malta. We have fi.rlfilled our ottrer ethical rcsponsibilities in accoralance with these
codes.

To the best of our lorowledge and belief, we dedare that no[-audit services that we have ptovided to
the company are in accordance with the applicable law and regulatioDs in Malta aEd that vre have not
provided non-audit services that are prchibited uDder Article 18A of the Accountarcy ?rofession Act
(Cap.28r).

The non-audit services that we have provided to the compaoy, itr the pe od 1JaDuary 2019 to 31
December zor9, are disdosed in [ote $ to tlle financial statemetts.

I
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Indap<:*tlent turdilor''-s ra;rr.'1 .,ur,,,.,r
To the Shareholders ofCentral Business CeDtres p.l.c.

Our auCit upprotttlt

Overviery

Overall mateiality: C29o,ooo which represents appmximately 1% of total
assets.

Valuation of inuestment propetties

As part of desigling our audit, vre determined materiality and assessed the dsks of matedal
misstatement in the financial statementa. IB particular, we coDsidered where the dtectors made
subjective judgements; for example, in respect of significant accounting estimates that involved
making assumptions and cor$ideriE8 future events that are inherentk uncertain. As in all o{ our
auclits, we also adtlressed tle risk ofmanagement overdde of internal mntrols, including among other
matters coDsialeration of whether there was evidence of bias that representeal a dsk of material
misstatement alue to fiaud.

We tailored the scope of our audit in order to pe orm sufEcient work to eDable us to provide an
opinion on the fnancial statements as a whole, taking into account the s[ucture of the compaDy, ttre
accounting processes and co[trols, and the industy in which the company operates.

Materiality

the scope ofoul audit was influeneed by our application of materiality. An audit is des8ned to obtain
reasonable assurance whettrer the fiDancial statemeDts are free fiom matedal Eisstatement,
Misstateme[ts may arise due to fraud or error. They are considered matedal if in&vidually or in
aggregate, they could reasonably be expected to influence the emnomic decisions of users tiken on
the basis of tle financial statements.

Based on ouI pro{essional judgemelt, we determined certain quaDtitative t]resholds for materiality,
including the overall materiality for the financial statements as a whole as set out in the table below.
These, together with qualitative considerations, helped us to determiDe the scope of our audit aDd the
nature, timing and extent of our audit pmcedurcs and to evaluate the effect of misstatements, both
individually and in aggregate on the financial statements as a whole.

10



_&
pwc

In rlelx: r :.1 rnt auclitorr s rcl),)t't - c,)t1nnlL,' tt
To the Shareholders ofcentral Business Centres p.l.c.

Oot.t ell m&tainlitll
IIo , uedetetlt &d it

€29o,ooo

. -. Ap}roximqlgly 1U oflgtd q$g!s
We have applied total assets as a benchmark fo" d"t""-i"l.g
materiality as we considered that this provides !s wiB a
consisteDt year-on-year basis for setting materiality given that a
number of properties are still in the process of construction. We
believe tlat until tle rcspective propefiies stalt geDemting
reve[ue, the Company's levels ofinvestment propety are the most
appropriate basis for determining materiality, and also consiiler
tlat it is the key Eeasure used by the board and the shareholders
a-6 a body in assessi[g the Companls firmncial position.

We selected r% based on our pmfessional judgemen! noting that
it is also within the range of commonly accepted asset-related
benchmarks.

R.ttioialeJirr ,he
rl?.eteri&litg b.n<,hr7]./.rr k
.J.pplicd

We ageedvith the Audit CoElmittee that we would report to them misstatements identified during
our audit above €14,5oo as well as misstatements below that amount which, h our view, urrranted
reporting for qualitative rcasoDs.

Key audit matters

Key audit matters are those matters that, it1 our professional judgement, werc of most significance in
our audit of the financial statements of the curreDt pedod. These matters were addressed in the
co[text of our audit of the financial statements as a whole, and in forming our opinion thereon, and
we do not provide a separate opilioE on tlese matters.

Valrd i an oJ i nuestfi en t prcpe rties

The canying amount of investment property in the
statemert of financial position represents the lalue
of the land, development aDd boEowing costs
attn'butable to commercial blocks located in
Trbbug, Gudja and St. Julians, which are either
held for lea6e or property under development as at
3t December 2019.

We undeBtood and evaluated llle assessme[t
performed by matragement to ascetain the fair
lalue of investment property.

Our audit procedures included challenging the
significant unobserable inputs that were applied
ilr previous years' \'duation reports for Zebbug,
Gudja aDd St. JuliaDs to ensute ttrat these
contirued lo appl) during the year uDder review.
With rcspect to property trnder development, we
carded out testing to eDsure tlat the costs were
supported by awilable third-paty data, such as
invoices and work-in-progress reports.

we concluded, baseal on our audit wor\ that the
outcome ofthe assessment is reasonable.

11
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Irtdependent auditorl t'e])ot"t . ,,.n 1.,..,
To the ShareholdeN of Cenbal Business Centres p.l.c.

Valuation oJinuestnunt praperrJ - conlinuecl

In 2019, an assessment was canied out by the
directors iD conjunction with the audit committee,
which concluded that ttrere were no significant
changes to the underlying assumptions of the
detailed laluation carded out by professional
qualifieil valuers in previous years. The current
l€lue of the company's investment properties is
rcflective of ttre fair rralue as at 31 December 2019,
and is made oD thj basis of opetr market values
taking cogEisance of the specific location of the
property, the size of the site together with its
development potential, the availability of similar
properties iD tle area, and wheDever possible,
having regard to rece[t market transactions for
similar properties in the same location.

Valuation of the Companls property porffolio is
inherendy subjective pdncipally due to the
judgemental nature ofthe factors mentioDed above.
The significance of the estimates aEal judgemetts
involved, coupled with the fact ttrat a small
percentage ilifference in iDdividual property
valuations, when aggregated, could rcsult in a
material misstatement, r4ErraDts specific audit
focus in this area.

Further disclosure is included in Note 4 to these
finaneial statemeats.

In addition, we reviewed the adequacy of
disclosurcs made in Note 4 to these financial
statements and concluded that these are
adequate.

The propety valuation does not include CO\iID-
19 implications, which are deemed to be a post-
balance sheet eve[t (Note 24).

Other information

The dircctors are respoDsible for the other iDfomation. The otler information comprises the
Directors' rcport (but does not include the financial statements and our auditor's report tlereou).

Our opinioD on the fi[ancial slatemeDts does not cover the other information, including the directors'
report.

In connection with our audit of the finaDcial statements, our responsibility is to rcad the otler
iuformation identified above ald, in doing so, consider whether the other infomation is mate ally
inmDsistetrt wittr the financial statements or our l..nowledge obtaiDed in the audit, or otherwise
appears to be materially uisstated. With respect to the dtectors' repot, we also coDsidered whether
the dfuectols' rcport ircludes the disclosures rcquired by Artide 177 of the Maltese Companies Act
(Cap. 386).
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Independent audttor's repol"t - .ontinlett
To tle Shareholders of Central Business Centres p.l.c.

Based on the work we have performed, in our opinion:
. fhe inJormatioD given in the directo$'report for the firmncial year for which the financial

statements are prepared is consistent wittr the financial statements; and
. the directors'rcpo1t has been prepared in accorclance witl the Maltese CompaniesAct (Cap. 986).

II1 additiotr, in light of the klowledge and understanding of the company anal its envimDment
obtained ill ttre course of the audit, we are required to report if we have identified mateial
misstatements in the directors' report and ottrer information that \Ne obtahed prior to the date of this
auditofs report. We have nothing to report in this regard.

Resp,rnsibilities of the directot s ttnd those charged with eouernance for the
finqtl (i aI st ttcrner.ls

The directors are responsible for ttre preparation of financial statements that give a tlue atrd fair view
in accordance witl IFRSS as adopted by tlle EU and the requirements of the Maltese Compardes Act
(Cap. 886), and for such intemal control as the directo$ determine is necessary to enable the
preparation offinancial statements ttrat are free ftom material misstatement, whether due to ftaud or
erTor.

In prcparing the finaDcial statements, the directoN are responsible for assessing the compaDys ability
to continue as a Boir1g coucem, disclosing, as applicable, matters related to going concem and using
ttre going concern basis of accounting unless the directoN either inteld to ]iquidate the coEpaDy or to
cease operations, or have no realistic altemative but to do so.

Those charged with governarce are rcsponsible for overseeing the eompany's financial reporting
process.

Autlitor's respctftsibilities for the audit of the frrL |7.iel stqtements

Our objectives arc to obtain reasonable assurance about rflhether the financial statements as a whole
are flee ftom material misstateme[t, whettrer due to fraud or error, and to issue an auditor's report
that includes our opi11ion. Reasonable assumnce is a high level of assuance but is Dot a SuaraDtee
that an audit conducted in accordance with ISAS will ahaa]s detect a material misstatement when it
exists. Misstatements can adse ftom fraud or error ald are consiilered matedal if, individually or in
ttre aggregate, they could reasonably be expected to influence the ecoEomic decisions of useri taken
on the basis ofthese financial statements.

As part of an audit in accordaDce with ISAS, we exercise professional judgement and maintain
prcfessio[al scepticisE throughout the autlit. We also:

. Identi& and assess the risks ofmate al misstatement ofthe financial statements, whether due to
taud or error, design and perfom audit procedures respoDsie to those risks, and obtain audit
evidence that is sufEcient and appropriate to provide a basis for our opinion. The risk of not
detecting a mate al uisstatement resulting ftom fraud is higherthan for ol1e resulting ftom ermr,
as ftaud may involve collusioD, forgery, intettional omissions, misrepresentations, or the override
of intemal control.

13



nI
wc

Independent auditor's rel)ar"t - contintrcd
To the Shareholders of Central Business Centres p.l.c.

. Obtain an ufderstandiDg of intemal control relevant to ttre audit in order to alesigtr audit
procedures that are appropdate in tle circumstances, but not for the purpose of expressing an
opinion on the effectiveness ofthe companys intemal cotrtrol.

. Evaluate the apprcpdateness of accounting policies used and tle reasonableness of accounting
estimates and related tlisclosures made by the aliectols.

. Conclude on the approp ateness of the directors' use of the going concern basis of accouDting
and, based on the audit evidence obtained, whether a Eaterial uncertainty exists related to eveEts
or conditions that may cast sigDificalt doubt o11 the companys abi]ity to coEtinue as a goin8
concem. If we conclude tiat a mate al uncertainty exists, \,re are required to draw attetrtion irr
our auditols report to the related disclosures i]1 the flnancial statements or, if such disclosures are
inadequate, to modit, our opinion. Our conclusions are based on llle audit eviderce obtahed up
to the ilate of our auditor's rcport. However, because not all future events or conditioDs can be
predicted, this statement is not a guamntee as to the compaDys ability to continue as a going
concem. In particular, it is difEcult to evaluate all ofthe potential implications that CO1TD-19 will
have on the company's tade, customers and supplierc, and the disruption to its business and
overall economy,

. Evaluate the overall presentation, structure anal content ofthe financial statemetrts, including the
disclosures, and whether the financial statements represeDt the underlying traDsactions and
events in a manDer that achieves fair presentation.

We communicate with those charged with govemaoce regarding, among otler matters, the planned
scope and timinS of the audit and significant audit findings, hcluding any significant deficiencies in
intemal control that we identify during our audit.

We also provide those charged with govemance with a statement tllat we have complied wittr relevant
etlical requircments regarditg independence, and to communicate with them all relationships aDd
other matters ttrat may reasonably be thought to bear on our independence, and where applicable,
related safeguards.

From the matters communicated witl those charged with govemance, we determine those matters
that were o{ most significance in the audit of the firancial statements of the cuEent pedod and are
therefore the key audit mattels. We descn:be these matters in our auditofs report unless lary or
regulation precludes public disclosure about the matter or wheE, in extremely rare circumstances, we
determine that a matter should not be coDmunicateal in our repot because ttre adverse consequences
of doing so would rmsoDably be expected to outweigh the public interst beneflts of such
communication.

Report on other legal and regulatory requirements
Report ot the st{ttement of compliance with the Pritciples of {;ood a,ol.porote
Gouerrtance

The Listing Rules issued by the Malta Listing Authodty require the directoG to ptepare and include in
their Amual Report a Stateaent of Compliance providing a[ explanation of the e)(el1t to which they
have adopted the Code of Principles of Good Corporate covemance and the effective measures that
they ha1'e talen to ensure compliance tlroughout the accoutrting period with those Principles. The
Listing Rules also rc$dre the auditor to include a report oD the Statemetrt of Compliance prepared by
the dircctors.
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In d e1x:* tletrt attditor's ra,:,r't,n,tn,.".t
To the Shareholde.s of Ccntml Business Centres p.l.c.

We read ttre Statement of Compliance and coDsider the implications for our report ifue become aware
of any appareDt misstateEents or material inconsistencies with the financial statements ilcluded in
the Annual Report. Our responsibilities do Dot extend to considering whether this statement is
consistent with any other idormation included in the Antrual Repod.

We are not required to, and we do not, consider whether the Board's statements on intemal control
included in the Statemett of Compliance cover all rislts and controls, or form an opinioD oD tlle
effectiveness ofttre coEpanfs corporate govemance proceilures or its risk and control procedures. In
o11r opinion, the Statement of Compliance set out on paSes 5 to 8 has been properly prepared in
accordance with the requirements ofthe Listing Rules issued by the Malta Listing Authority.

Othel' mqtters pl1 which we are require,l to report b'!| exception

We also have responsibilities:

. under the Maltese Companies Act (Cap, 386) to report to you if, in our opinion:
. Adequate accounting rccortls have not beeE kept, or that retums adequate for our audit have

trot been received ftom bmnches not visited by us.
. the fiEancial statemedts are not in agreementwittr the accounting records and retums.
. We have Dot received all the informatioD and explanations \ae rcquirc for our audit.
. Certain disclosures of directors' rcmunemtion specified by law are not made in the fidaocial

statements, giviDg the required particulars in our report.
. u[der the Listin8 Rules to review tle stateme[t made by the directors that the business is a goitrg

concerd together with suppoting assumptions or qualiflcations as necessary.

We have nothing to report to you in respect ofthese respoDsibilities.

Appointment

We were fiIst appoiDted as auditors of the Compaly on 28 January 2015. Our appohtment has been
reDewed a[nually by shareholder resolution reprcsenting a total peiod of unintamrpted engagement
appointmeDt of 6 ]ears.

PricewaterhouseCoopers
78, Mill Steet
QoImi
Malta

Stephen Mamo
Partrer

23 April 2o2o
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CENTRAL BUSINESS CENTRES P.L,C,
Annual Repoft and Financial Statements - 31 December 2019

Statement of financial position

ASSETS
Non-current assets
lnvestment property
Property, plant and equipment

Total non-current assets

Current assets
Trade and other eceivables
Cash and cash equivalents

Total cunent assets.

Total aasets

EQUITY AND LIABILITIES
Capital and reserves
Share capital
Capital .eseNe
Revaluation rcserve
Accumulated losses

Totalequity

Non-current liabilitie6
Borowings
Deferred tax liabilities

Total non-curent liabilities

Cur.ent liabllitles
Trade and other payables
Current tax liability

Total current liability

Tolalliablllties

Total equity and liabilities

As at 31 December

Notes
2019 2018

€€

29,121,517 28,603,634
194,528 78,862

29,316,045 28,682,496

9,t,263
13,t,553

146,317
154,953

222,916 301,270

29,538,961 28,983,766

8
I
10

11
12

250,000 250,000
't6,100,000 16,100,000

596,162 596,162
(393,467) (888,643)

16,552,695 16,057,519

11,826,'t69 11,793,508
778,641 738,641

12,564,810 12,532,149

13 284,508
136,948

367,264
26,834

42't,456 394,098

12,986,266 12,926,247

29,538,961 28,983,766

The notes on pages 20 to 40 are an integral part ofthese financial statements.

The financial statements on pages '16 to 40 were authorised for issue by the board on 23 April 2020 and
were signed on its behalf by:

lvr. Alfred
Director

Sladden
Dii-e

16
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CENTRAL BUSINESS CENTRES P.L-C,
Annual Report and Financial Statements - 31 December 20'19

Statement of comprehensive income

Revenue
Administration expenses

Oporating prolit
Finance lncome
Finance Costs

ProfiU(loss) bofore tar
Tax expense

Plotig(loss) for ttre year - total comprehenske income

Earnings per share

The notes on pages 20 to 40 are an integral part ofthese fnancial statements.

Year ended 3'l December

Notes

14
15

2019
€

1,085,861
(219,781)

2018
€

356,010
(260,833)

16
17

866,080
144

(209,119)

95,177
'1,106

(161715)

657,105
(161,929)

(65,432)
(53,288)19

20

495,',176 1118,720)

1.98 l0.47)
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CENTRAL BUSINESS CENTRES P,L.C,
Annual Report and Financial Statements - 31 December 2019

Statement of changes in equity

Note

Capital Revaluation
reseNe reserue

€€
Share

capital
€

Tolal
€

Balance at 1 January 2018

Comprehensive income
Loss for lhe year

Total comprehensive income

Transactions wlth owners
lncrease in subordinated loans

with relaled partjes

Balance at 31 December 2018

Balance at I January 2019

Comprehensive income
Proft for ihe year

Total comprehensivo income

Balance at 31 December 2019

250,000 15,850,000 596,'162 (769,923) 15,926,239

(118,720) ('118,720)

(1'1s,7201 (115,720)

250,000 250,000

250,000 16,100,000 596,162 (888,643) 16,057,51S

250,000 16,100,000 596,162 (888,643) 16,057,519

495,176 495,176

495,'176 495,175

250,000 16,100,000 595,162 (393,467) r6,552,595

The notes on pages 20 to 40 are an integral part ofthese financial statements.
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- CENTRAL BUSINESS CENTRES P.L,C.
AnnualReport and Financial Statements _ 31 December20.tg

Statement of cash flows

Year ended 3,1 Oecember

Cash flows from ope.ating activities
Uash generated from operations
Finance costs
Finance income
lncome tax paid

Net ca6h generated from/(used in) operating activiiies

Cash flows frcm investing activities
IJurchase of investrnent Drooertv
Purchase of property, planl and'equipment

Net cash used in investing activifles

Cash flows from tinancing acflvities
Proceeds from subordinated loans with related parties

Net cash geneEted from financing activities

Netmovement in cesh and cash equivalenta
uash and cash equivalents at beginning ofyear

Cash and cash equivalents at end ofyear

Notes

21

2019
€

725,586
(458,746)

144
(51,815)

2018
€

173,578
(472,521)

'1,106
(15,086)

215,169 (312,923)

(100,34r) (807,714)
(138,128) (48,15s)

(238,469) (855,867)

250,000

250,000

(23,300) (918,790)
154,953 1,073,743

131,653 '154,953

The notes on pages 20 to 40 are an integral part ofthese financial statements.
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CENTRAL BUSINESS CENTRES P.L,C.
Annual Report and Financial Statements - 31 December 2019

Notes to the financial statements

1. Summary of significant accounting policios

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

1.1 Basls of preparalion

These financial statements have been prepared in accordance with the requirements of
lnternational Financial Reportjng Standards ('lFRSs') as adopted by the EU and with the
requirements of the Maltese Companie6 Act, (Cap. 386). The fnancial statements have been
prepared under the historical cost convention, except as modified by the fair valuation of
investment property.

During the.year, the company made a profit of €495,176 (2018: loss of €118,720). As at 31
December 2019, the company's net assets amounted to €16,552,695 (2018: €16,057,519) and its
current liabiljties exceeded its cunentassets by €198,540 (2018: €92,828).

ln view of the developments pertaining to the COVID-1g pandemic that occu.red after the end ot
the reporting period, the directors have prepared budgets and projections to assess the impact
that the pandemic may have on the profitability, Iiquidily and going concern ofthe Company. For
financial reporting pueoses, events re:ating to COVID-lg a.e deemed to be non-adjus:ing
subsequent events, and accordingly the financial results and firancial position of the company
reported within these financial statements fo. the year ended 31 December 2019 have not been
impacted by these evenls-

However these events have a sign,licant impact oa the economy during 2020 and given that a
number of tenants may be in difficult financial circumstances, results expected to be registered
during the financial yea. ending 31 December 2020 may be impacted with material adverse
implications on the profitability, cash flows and financial position of the compa.ly. Based on the
outcome of cash flow projections prepared by the Company under a pessimistic scenario,
factoring significant strain on aental rates and occupancy, the Directors and senior managemen:
cons'der the going concern assump{on in the preparation of the company's financial statements
as appropriate as at the date of authorisation for issue of the 2019 fina.cial siatements. They also
believe that no mateial uncertainty that may cast significant doubt about the company's ability to
continue as a goinq con@rn exists as at that date.

The prcparation of financial statements in conformity with IFRSS as adopted by the EU requires
the use ofcertain accounting estimates. ltalso requires directors to exercise their judg ment in the
process of applying the Company's accounting policies (see Note 3 - Critical accounting
estimates and judgments).

Standards, interyretations ancl afiendments to published standards effective in 201 I
ln 2019, the company adopted new standards, amendments and interpretations to existing
standards that are mandatory for the company's accounting period beginning on 'l January 20'19.
The company has applied IFRS 16, Leases, for the first time for the annual accounting period
commencing 1 January 2019. The adoption of these revisions to the requirements of IFRSS as
adopted by the EU did not result in substantial changes to the company's accounting policies
impacting the company's financial performance and position.
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CENTML BUSINESS CENTRES P.L,C,
Annual Report and Financial Statements - 31 December 2019

1. Summary ofsignificant accounting policies - continued

l.'l Basis of preparatlon - continued

Standards, interyretations and anendments to published standatds that are not yet effective

Certain new standards, amendments and interpretations to existing standards have been published
by the date of authorisation for issue of these financial statements that are mandatory for the
Company's accounting periods beginning after I January 2019. The Company has not early
adopted these revisions to the requirements of IFRSS as adopied by the EU.

Going conceh

The Company's principal activity is to act as a finance company for the development of vafious
commercial blocks which once cDmpleted will be retained by the Company for rental to third padies
for the generation of futurc rental income skeams. ln this context, the Company's trading prospects
are dependent on the timely development ofsuch properties and on the performance of the related
projected rental skeams. Vvhile the location of such developments is spread over different
locations on the island, the company is exposed to risks of negative economic trends that may from
time to time impact Malta.

ln preparing these financial statements the directors of the Company have made reference to the
cash flow forecast ofthe Company for 2020. The cash flow forecast assumes that the Company will
complete the respective developments as planned and generate the required cash flows from its
trading activities from property rentals. The cash flow forecast also factors, as noted further above
in this note, the possible implications on rental streams brought about by COV|Dl9.

Based on the foregoing, the directors believe that it is appropriate to prepare the financial
statemenb on a going concern basis. The financial statements, however, do not include any
adjustments in the event that the forecast and assumptions as set out above do not materialise as
planned.

1.2 Foreign currency translation

Functional and prcientatioh curancy

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

1.3 lnvestmcnt property

lnvestment property, comprising commercial premises including offices, shops, showrooms and car
spaces, is held for long term rental yields or for capital appreciation or both, and is not occupied by
the Company. Investment property comprises land and building and is measured initially at its
historical cost, including aelated transaction costs and borrowing costs. Historical cost includes
expenditure that is directly attributable to the acquisition of the items. Borowing costs which are
incurred for the purpose of acquiring orconstructing a qualirying investment property are capitalised
as part of its cost. Borrowing cosb are capitalised while acquisition or construction is actively
underway. Capitalisation of borrowing costs is ceased once the asset is substantially complete and
is suspended ifthe development ofthe asset is suspended.
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CENTRAL BUSINESS CENTRES P,L.C,
Annual Report and Financial Statements - 31 December 20'19

'1. Summary ofaignificant accouniing policies - continued

1,3 lnvestment proporty - continued

After initial recognition, investment property is carried at fair value. Fair value is based on active
market pdces, adjusted, if necessary, for any difierence in the nature, location or condition of the
specific asset. lf this information is not available, the Company use6 alternative valuation methods
such as recent prices on less active markets or discounted cash flow projections. These valuations
are reviewed annually by the dircctors. lnvestment property being redeveloped for continuing use
as investment property or for which the market has become less active continues to be measured
at fair value. The fair value of investment property reflects, among other things, rental income from
current leases and assumptions about rental income ftom future leases in the light of current
market conditions. lf this information is not available, the company uses alternative valuation
methods such as recent prices on les6 active markets or discounted cash flow projections.

Valuations are reviewed every three years by a professional valuer. lnvestment property that is
being redeveloped for continuing use as investment property or for which the market has become
less active continues to be measured at fuir value. Fair value measurement on property under
construction is only applied if the fair value is considered to be reliably measurable. The fair value
of the investment property reflects, among other things, rental income from current leases and
assumptions about aental income from future leases in the light of cunent market conditions. The
fair value also reflects, on a similar basis, any cash outflows that could be expected in respect of
the property.

Subsequent expenditure is charged to the asset'6 carrying amount only when it is probable that
future economic benefits associated with the item will flow to the Company and the cost ofthe item
can be measured reliably. All other repairs and maintenance costs are charged to the income
statement durjng the financial pe.iod in which they are incurred. When part of an investment
property is replaced, the carrying amount ofthe replaced part is derecogn,sed.

The fajr value of investment properly does not reflect future capital expenditure that will improve or
enhance the property and does not reflect the related tuture benefits from this future expenditure
other than those a rational market participant would take into account when determining the value
of the property. Changes in fair values are recorded in the profit or loss for the year and then
transferred to "fair value gains reserue" through the statement ofchanges in equity. Gains or losses
on disposal are determined by comparing proceeds with carrying amount and are included in
surplus or deficit.

lnvestment propertjes are derecognised either when they have been disposed of or when the
investment property is permanently withdrawn from use and no future economic benefit is expected
from its disposal.

lf an investment property becomes owner-occupied, it is reclassified as property, plant and
equipment. lts fair value at the date of the reclassiflcation becomes its cost for subsequent
accounting purposes. Vvhen the company decides to dispose of an investment property without
development, the company continues to treat the property as an investment properly. Similarly, if
the company begins to redevelop an existing investment property for continued future use as
investment property, it remains an investment property during the redevelopment.

lf an item of property, plant and equipment becomes an investment property because jts use has
changed, any difference resulting between the carrying amount and the fairvalue ofthis item at the
date of transier is treated in the same way as a revaluation under IAS 16. Any resulting increase in
the carrying amount of the property is recognised in profit or loss to the extent that it reverses a
previous impairment loss; with any remaining increase recognised in other comprehensive income,
directly to revaluation surplus within equity.
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CENIML BUSINESS CENTRES P,L,C.
Annual Report and Financial Statements - 31 December 2019

1- Summary ofsignificant accounting policies - continued

1.3 lnvestment pioperty - continued

Any resulting decrease in the carrying amount of the property is initially charged to other
comprehensive income against any previously recognised revaluation surplus, with any remaining
decrease charged to profit or loss. LJpon the disposal of such investment property, any surplus
previously recorded in equity is transferred to retained earnings; the transfer is not made through
profit or loss.

1.4 Property, plant and equipment

All property, plant and equipment is stated at historical cost, less depreciation and impairment
Iosses. Historical cost includes expenditure that is directly attributable to the acquisition of the
items. Subsequent costs are included in the asset's carrying amount or recognised as a separate
asset, as appropriate, only when it is probable that futu.e economic benefits associated with the
item will flow to the company and the cost of the item can be measured reliably. The carrying
amount of the replaced part is derecognised. All other repairs and maintenance are charged to
profit or loss during the financial period in which lhey are jncurred.

Depreciation on assets is calculated using the straight-line method to allocate theh cost or revalued
amounts to their residualvalues overtheir estimated useful lives, as follows:

Plant and lvlachinery
Fixtures and Fittings

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

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

1.5 Financial assets

1.5.1 Classification

The Company classifies its financial assets as loans and receivables. The classification depends on
the purpose for which the financial assets were acquired. Management determines the
classification of its financialassets at initial recognition.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. They arise when the Company provides money, goods or
services directly to a debtor with no intention of trading the asset. They are included in cunent
assets, except for maturities greater than twelve months after the end of the reporting period.
These are classified as non-cuffent assets. The Company's loans and receivables comprise trade
and other receivables and cash and cash equivalents in the statement of financial position (Notes
'L6 and 1.7).
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CENTRAL BUSINESS CENTRES P.L,C,
Annual Report and Financial statements - 31 December2019

'1. Summary ofsigniticant accounting policies - continued

'1.5 Financlal assets - continued

1.5.2 Recognition and measurement

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

Financial assets are initially recognised at fair value plus bansaction costs for all financial assets
not carded at fair value through profit or loss. Loans and receivables are subsequently carrjed at
amortised cost using the effective interest method. Amortised cost is the initial measurement
amount adjusted for the amortisation of any difierence between the initial and maturity amounts
using the efrective interest method.

1.5.3lmpalrment

The Company assesses at the end of each reporting period whether there is objective evidence
that a financial asset or a group of financial assets is impaired. A financial asset or a g.oup of
financialassets is impaired and impairment losses are incured only if there is objective evidenc.e of
impairment as a result of one or more events that occured after the initial recognition of the asset
(a'loss event') and that loss event (or events) has an impact on the estimated future cash flows of
the financial asset or group of financial assets that can be reliably estimated. The Company first
assesses whether objective evidence of impairment exists.

The criteria that the Company uses to determine thatthere is objective evidence ofan impairment
loss include:

. significant financial difiiculty of the issuer or obligori

. a breach of contract, such as a defaultor delinquency in interest or principal payments;

. it becomes probable that the bonowea will enter bankruptcy or another financial reorganisation.

Assets caried at afiodised cost

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

1.6 Trade and other receivablea

Trade receivables comprise amounts due from customers foa merchandise sold or seruices
performed in the ordinary course of business. lfcollection is expected in one year or less (or in the
normal operating cycle of the busineSs if longer), they are classified as cunent a6sets. lf not, they
are presented as non-cuffent assets.
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1. Summary ofslgnificant accounting policies - continued

1.6 Trade and other roceivables - continued

Trade and other receivables are recognised initially at fair value and subsequently measured at
amortised cost using the effective interest method, less provision for impairment (Note 1.5). The
carrying amount of the asset is reduced through the use of an allowance account, and the amount
of the loss is recognised in profit or loss. \ /hen a receivable is uncollectible, it is written off against
the allowance account for trade and other receivables. Subsequent recoveries of amounts
previously written off are credited against the profit or loss.

1.7 Cash and cash equivalents

Cash and cash equivalents are caaried in the statement of financial position at tace value. ln the
statement of cash flows, cash and cash equivalents includes cash in hand and deposits held at call
with banks.

1.8 share cibital

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

1.9 Financial llablllties

The Company recognises a financial liability in its statement offinancial position when it becomes a
party to the conkactual provisions of the instrument. The Company's financial liabilities are
classified as financial liabilities which are not at fair value through profit or loss (classified as 'Other
liabilities'). Financial liabilities not at fair value through profit or loss are .ecognised initially at fair
value, being the fair value of the consideration received, net of hansaction costs that are directly
att.ibutable to the ac4uisition or the issue of the financial liability. These liabilities are subsequently
measured at amortised cost. The Company derecognises a financial liability from its statement of
financial position when the obligation specified in the contract or arErngement is discharged, is
cancelled or expires.

1.10 Trade and oiher payables

Trade payables comprise obligations to pay for goods or servioes that have been acquired in the
ordinary col]lse of business from suppliers. Accounts payable are classified as cunent liabilities if
payment is due within one year or less (or in the normal operating cycle of the business if longer).
lf not, they are presented as non-current liabilities.

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

{-ll Borrowings

Borrowings are recognised initially at the tuir value of proceeds received, net of tEnsaction costs
incurred. Borrowings are subsequently carried at amortised cost; any difference between the
proceeds (net oftransaction costs) and the redemption value is recognised in profit or loss over the
period of the borrowings using the effective interest method. Bonowings are classified as current
liabilities unless the Company has an unconditional right to defer settlement of the liability for at
least twelve months after the end ofthe reporting period.
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1. Summary ofsignificant accounting policies - continued

l.l2 Offsetting tinancial lnslruments

Financial assets and liabilities are offset and the net amount reported in the sbtement of financial
position when there is a legally enforceable right to sei ofi the recognised amounts and there is an
intention to seftle on a net basis or realise the asset and settle the liability simultaneousty.

1,13 Current and deferred lax

The tax expense for the period comprises current and deferred tax. Tax is recagnised in profit or
loss, except to the extent that it relates to items recognised in other comprehensive income or
directly in equity. ln this case, the tax is also recognised in other comprehensive income or directly
in equity, respectively.

Deferred tiax is recognised, using the liability method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying amounts in the financial statements. However,
defened tax liabilities are not recognised if they arise from the initial recognition of goodwill;
defe.red tax is not accounted for if it arises from initial recognition of an asset or liability in a
transaction other than a business combination that at the time of the transaction affects neither
accounting nor taxable proft or loss. Defe.red tax js determined using tax rates (and laws) that
have been enacted or substantially enacted by the end of the reporting period and arc expected to
apply when the related deferred tax asset is realised or the deferred tax liability is setfled.

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

Defeffed tax assets and liabiljties are offset when there is a legally enforceabte right to offset
cuffent hx assets against current tax liabilities and when the deturred tax assets and liabilities
relate to income taxes levied by the same taxation authority on either the same taxable entity or
different taxable entities where there is an intention to settle the balances on a net basis.

l.l4 Provisions

Provisjons for legal claims are rccognised when the Company has a present legal or constructive
obligation as a result of past events, jt is probable that an outflow of resources will be required to
settle the obligation, and the amount has been reliabty estimated. Provisions are not recognised for
future operating losses.

Provisions are measured at the present va,ue of the expenditures expected to be required to settle
the obligation using a pre-tax rate that reflects current market assessments of the time value of
money and the risks specific to the obligation. The increase in the provision due to passage of time
is recognised as interest expense.

l.l5 Revenue rccognition

Revenue comprises the fair value of the consideration received or receivable for the sale of goods
and seavices in the ordinary course ofthe Company's activities. The Company rccognises revenue
when the amount of revenue can be reliably measured, it is probable that future economic benefits
will flow to the entity and when specific crit;ria have been met fo. each of the Company's activities
as described below.

Rental income from investment propefty

Rental income fiom investment property is recognised in the statement of comprchensive income
on a straight-line basis over the term ofthe lease.

26



CENTML BUSINESS CENTRES P.L.C,
Annual Report and Financial Statements - 31 December 2019

l. Summary of signlficant accouniing potlcies - continued

'1.{6 Dividend dlstribution

Dividend distribution to the Company's shareholders is recognised as a liability in the Company's
financial statements in the period in which the dividends are approved by the Company's
shareholders.

2. Financlal risk management

2,1 Financial .isk factors

The Company's activities potentially expose it to a variety of financial risks: market risk (inctuding
foreign exchange risk and cash flow interest rate risk), credit risk and liquidity risk. The company,a
overall risk management focuses on the unpredictability offinancial markets and seeks to minimise
potential adverse effects on the Company's financial performance. The Board provides principles
for overall rlsk management, as well as policies covering risks refened to above, and specific areas
such as investment of excess liquidity. The Company did not make use of derivative flnancial
instruments to hedge risk exposures dudng the cu[ent and preceding financialyears.

(a) Ma*et risk

(i) Foreign exchange risk

Foreign exchange risk arises from future commercial tEnsactions and recognised assets and
liabilities which are denominated in a currency that is not the entity,s functionat currency. The
Company has no significant currency risk since substantially all assets and liabiljties are
denominated in Euro.

(ii) Cash flow and fair value interest rate risk

The Company is exposed to risks associated with the effects of fluctuations in the prevailing levels
ofthe market interest Iates on jts financing position and cash flows.

As at the reporting date, the Company has fixed rate interest-bearing liabilities and toans owed to
related companies, which are interest free. Accordingly, operating cash flows are substantially
independent ofchanges in market interest rates.

As at the statement offinancial position date, the Company's exposure to changes in interest rates
on bank accounts held with financjal institutions was limited as the Company is subject to fixed
interest rates.

Based on the above, the board considers the potential impact on profit or loss of a defined interest
rate shift that is reasonably possible at the reporting date to be immaterial.

(b) Credit nsk

Credit risk arises from credit exposures to customers and amounts held with financial institutions
(Notes 6 and 7).
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2. Financial sk management - continued

2.1 Financial risk factons - continued

(b) Credit tisk - continued

The maximum credit exposure to credit risk at the reporting date in respect of the financial assets
was as follows:

Trade and other receivables
Cash and cash equivalents

Notes

6
7

2019
€

87,180
r3{,653

2018
€

142,717
154,953

218,433 297,670

Credit risk on funds advanced to related entities and amounts deposited with local financial
institutions is c.nsidered as limited, since cash at bank and fixed term deposits are plac€d with local
fnancial institutions having a high-quality standing-

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

As of 31 Dec€mber 2019, trade receivables of €32,455 (2018l. €32,455) were impaired. Provisions
for impairment in this respect are equivalent to the amounts disclosed. The impaired receivables
relate to a previous tenant which is in unexpectedly difiicult economic situations.

The movement in provisions for impairment of trade receivables is disclosed in Note 6 to the
financ,al statemen!s.

(c) Liquidity risk

The Company is exposed to liquidity fisk in relation to meeting future obligations associated with its
financial liabilities, which comprise principally interest-bearing borrowings and trade and other
payables (Notes 11 and 13). Prudent liquidity risk management includes maintaining sufficient
cash to ensure the availability of an adequate amount of funding to meet the Company's
obligations and ensuring that alternative funding is available when the bonds are due br
repayment.

The following table analyses the Company's financial liabilities into relevant maturity groupings
based on the remainjng period at the reporting date to the contractual maturity date. The amounts
disclosed in the tables below are the contractual undiscounted cash flows. Balances due within 12
months equaltheir carrying balances, as the impact ofdiscounting is not significant.
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2. Financial risk management - continued

2.'l Financial risk factoG - continued

(c) Liquidity risk - continued

carrylng

€

{r,826,169
284,508

€

15,867,2s5
284,50E

€

594,000
284,508

Afrar 5

€

Bstween'l Bstwosn 2
and 2 years and 5 years

€€
31 December2019

Irade and other payables

31 December 2018

TEde and othe. payables

4,188,000 4,950,000 6,135,255

12,110,677 16,r51,753 878,508 4,188,000 4,950,000 6,135,255

11,793,508'15.867.255
367,264 367,2U

4 950 000 6,135,255594,000
367,264

4,188 000

12,16O,f72 16,234,5,t9 961,264 4,188,000 4,950,000 6,r35,255

The company continues to assess its funding requirements to ensure that adequate funds are in
place to meet its financial liabilities when they falldue.

2.2 Fair value estimation

The fair value of nonturrent borrowings is based on amortised cost representing proceeds received
net of transaction costs incuned. The amortisation of hansaciion costs is calculated using the
effective yield method.

At 31 December 2019 and 2018 the carying amounts of other financial instruments, comprising cash
at bank, receivables, payables and accrued expenses reflected in the financial statements are
reasonable estimates of fair value in view of the nature of these instruments or the relatively short
period of time between the origjnation of the instruments and their expected realisation.

2.3 Capital risk management

The Company's objectives when managing capihlare:

. to safeguard the Company's ability to continue as a going @ncem in order to provide retums for
shareholders and benefits for other stakeholdersl

. to maintain an optimal capital structure b reduce the costofcapitalt and

. to comply with requirements of the Prospectus issued in relation to the 5.75%, 5-25% and
4.40% bonds.

The board's policy is to maintain a strong capital base so as to maintain investor, creditor and
market confidence to sustain future development of business. The board of directors monitor the
return on capital, which the Company defines as the profit for the year divided by total equity. The
board ofdirectors also monito.s the level of dividends to ordinary shareholders.
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Crltlcal accounting estlmatos and iudgments

Estimates and judgements are continually evaluated and based on historical expedence and other
factors including expectations of tuture events that are believed to be reasonabte under the
circumstances.

ln the opinion of the directors, the accounting estimates and judgements made in the course of
preparing these financial statements are not diffcult, subjective orcomplex to a degree which would
warrant their description as critical in terms ofthe requirements of IAS 1, excepttor:

Valuation of invostment prcpedy

The Company reviews the valuation of the investment property on an annual basis. ln 2017,
management determined the fair value of the investment property by referring to the valuation
reports prepared by third party qualified valuers. The Company adjusted the book value to its
revalued amount and recognised the resultant surplus in the income statement. Further disclosures
on key assumptions in this regard are included in Note 4. ln both 20i9 and 2018 it was
unanimously agreed by both the Audit Committee and the Board of Directors that the curent vatue
of the company's propefties reflects the fair vatue.

lnvestment property

Land and buildings
2018

€

4-

Year ended 31 December
At 1 January
Additions
Capitalised borrowing costs

At 31 December

2019
€

28,603,634 27,331,013
100,341 807,714
417,542 464,907

25,121,517 28,603,634

Fah valuation of propefty

On'lO May 2017, the Company's investment property, which compdses three office blocks located
in Zebbug, Gudja and St Julian's, were revalued by a professionally qualified valuer. The book
value was adjusted to the revalued amount and the resultant surplus, net of applicable deferred
income taxes, was credited to the statement of comprehensive income. The suDlus, net of deferred
tax was transfened to the revaluation reserve through the statement ofchanges in equity (Note l0).

On 14 July 2017, the Company purchased a large tract of land located in Zebbug, from a related
entity, with the intention of developing it into a business premises. The premises wil comprise a
combination of uses, ranging from storage, retail and office space. ln the opinion of the directors,
the purchase price of the newly acquired property in Zebbug, together with the respective additions
and capitalised bonowing costs, reflects the market value as at 31 December 20f9.

Valuations were made on the basis of open market value taking cognisance of the specific location
ofthe property, the size of the site together with its development potential, the availability of simitar
properties in the area, and whenever possible, having regard to recent market transactions for
similar properties in the same locatjon.
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lnvcstment Property - continued

The Company is requked to analyse non-financial assets carried al fair value by level of the fair

value hierarchv within wticn tne rec'rrrng ir""]'J" Jiil*"ns "t" 
categorised-in thek entirety

ll evel 1. 2 or 3). The different levels 
"t 

t# #?i'" t""""tty t'ave reen defined as fair value

i,.""rt"aent" r"ing,

. Ouoted prices (unadjusted) in active markets for identical assets (Level 1):' 
'

. lnouts other than quoted prices incltrde;;ir'ii r-"'"i I inut 
"'" 

i'tservable for the asset ether

' iii"liltiriniit iili" prl-c;s)'or indkectlv (that is' derived rrom prices) (Leu."] 2)' ,---
. ilft't}.l,i:t'""1""iiiJ,[ ""t 

o*ia "'i"i!"*"tr" 
.n"*it a"ti rthat is' unobse,able inputs)

(Level 3).

The Company s investment property comprises the properties described atove 
-The 

Zebbug and

Gudia central Business centres 
"|." "o.piJt" 

'"io' oJint leased out, whilst finishino of the st'

rurxrrrrul#i**s#fi"jdi* *
significant unobservable inputs and are a(

hierarchy-

The Companv's policy is to recognlse transfers into and out of fair value hierarchy telels as of the

heoinninoofthereportingp"tioo''n"'"*iiZ'no'ii"i"r"tsr"t*""noin"rentlevelsofthefailvalue
ilii,"tiar,ing thl v"";ended 31 December 2019'

A reconciliation from the opening balance to the closing balance of land 
,and -buildings 

for recurring

fair value measurement" 
""t"go,i""o 

*,tu'n'i"iei'ioi"ttre vatue tierarchy is reflected in the table

above.

Valuatbn Wocesses

The valuation of these properties is performed on the basis of the valuation reports prepared by

,i]i''d ;:ilil;;iJ;;i,Eiii ttrese reiort" 
"'e 

oased on both'

. information provided by the Comnanv: and

. assumptions ancl valuation -"ol''"'i'""i-ov the valuers; with assumptions-being typic'ally
- 

ir-"-rG[r"tut"o 
"no 

uased on professional iudgement and market observalon'

Theinformationprovidedtothevaluers,togetherwiththeunderlying.assumptionsandvaluation
m.dels used bv the valr".". u'" 

'"''"*"0 
if,li"-il""ii "ioi*d"'! 

ihe Board then considers the

uul]JiLn i"po,i 
"" 

p",t ot its overall responsibilities'

Valuation techniques

The valuation was performed using the guidelines of the .Valuation Standards for accredited

ViLers" published by the Kamra tal-Periti'

Given the specific nature of these assets' the valuations of the Level' 3 property have been

#iilli ;fi#;#'io-vatuation mooets rhese valuation models include:

. in the case of the completed properties' namely those located in Zebbug €-nd Gudia' the sales

..m.erison aooroach, t""to,ing in."""djJ"'t.lit""ioi ir," ,"ip""ti"" p-roperties to cater for

I#"i""""i i" ir,rli""". 
"ge, 

locaiion and condition: and
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4- lnvestment prope y - continued

. in the case of the St. Julian's Central Business Centre and Villa Fieres, which still have ongoing
works, the valuation is based on the contract price on acquisition during 2014, together with
additional capitalised amounts covedng construction costs caried out to date and properly
location value;

. in the case of the tract of land acquired in Zebbug during 2017, on which development has not
yet commenced, it was deemed that the purchase price as at date of transfer approximates the
market value.

The respective valuations include observable inputs extracted ftom recent market transactions and
property marketed in a similar location and having a similar level of finish ing.

5. Property, plant and equlpment

At 3{ Docember 2017
Cost

Net book amount

Year ended 31 December 2018
Opening net book value
Additions
Depreciation charge

Closing net book amount

At 3l December 2018
Cost
Accumulated depreciation

Not book amount

Year ended 3'l December 2019
Opening net book value
Additions
Depreciation charge

Closing net book amount

At 3l December20{9
Cost
Accumulated depreciation

Net book amount

6,321 21,840 10,169

Plant and
machinery

Zebbug
€

Plantand
machinery

Gudja
€

21,840

Plant and
machinery
St Julians

€

10,169 38,330

Total

38,330

6 321
915

(724)

21,440
47,134
(6,897)

10,169
104_

38,330
48,153
(7,621)

6,512 62,077 10,273 74,462

7,236
\724)

68,974
(6,897)

10,273- 86,483
(7,621)

6,512 62,077 10,273 78,862

6,512

(724)

62,O77
10,243
(7,922)

10,273 78,862
127,885 138,128
(13,816) \22,462)

5,788 64,398 124,342 194,524

7,236
(1,448)

79,217
(14,819)

138,158 224,611
(13,816) (30,083)

,t94,5285,788 64,398 124,342

32



CENTRAL BUSINESS CENTRES P.L.C,
Annual Report and Financiat Statements - 31 December 2019

6. Trade and other receivables

Trade receivables (net)
lndirect taxation
Prepayments

2019
€

43,959
43,221
4,083

2018
€

68,940
73,777
3,600

9'1,263 146,317

7-

Trade receivables above are disclosed net of provision for impairment amounting to €32,455 (20181
€32,455). The company's exposure to crcdit risk and impairment tosses related to trade receivables
are disclosed in Note 2.

Cash and cash oquivalents

For the purposes of the statement ofcash flows, the year-end cash and cash equivalents comprise
the following:

2019
€

2018

Cash at bank and in hand

8. Share capital

Authorised, issued and fully paid
250,000 ordinary shares of€1 each

Subordlnated loans
At beginning of year
Additions

At end of year

131,653 '154,953

2019
€

250,000

2018
€

250,000

The holders of ordinary shares are entitled to receive dividends as dectared from Ume to time and
are entitled to one vote per share at meetings of the Company. AI shares rank equally with regard
to the Company's residual assets.

9, Capltal rosorve

2019
€

,6,,t00,000

2018
€

15,850,000
250,000

,16,100,000 16,100,000
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9. Capital reserve - continued

On 20 November 2014, the company entered into three subordinated loans with related parties to
part finance the acquisition of the Zebbug Central Business Centres, the Gudja Central Business
Centre and Villa Fieres Site in St. Julian's.

On 14 July 2017, the company entered into another subordinated loan with the same terms and
conditions to part finance the acquisition of the Zebbug property located across the completed
Zebbug BusinessCentre.

During 2018, the company utilised a turther €250,000 of one ofthe €400,000 ofsubordinated loans
entered into on 20 November2014.

The parties have agreed that the loans are intereslfree unless otheMise agreed from time to time,
provided that a two-year moratorium from date of the Subordinated Loan Agreement will
automatically apply and that the rate of interest, if any, will not exceed 5%. The loan agreements
stipulate that the Company has the discretion to seftle the subordinated loans by way of issue of a
fixed number of shares at par value. The settlement of these loans will not be made unless the
Company has sufficient funds to repay the principal and interest on the Bonds in issue in tull, in
accordance with the terms ofthe Bond lssuance Programme.

ln line with IAS 32 such amounts fall under the definition of equity and are the.efore classified in
these financial statements as a component of equity as a capital reserve.

10. Revaluationreserve

2019
€

596,162

2018
€

596,'162

11.

lnvestment property
At beginning and end ofyear

The revaluation reserve is non-diskibutable.

Borrowings

Bonds 202'1
Bonds 2025
Bonds 2027

2019
€

2,951,192
2,974,444
5,900,493

2018
€

2,935,161
2,969,055
5,889,292

11,826,169 11,793,508

The interest rate exposure ofthe company's borrowings are as follows:

Bonds 2021
Bonds 2025
Bonds 2027

2019
€

5.75%
5.250/o
4.10%

2018
€

5.75'/o
5.25%
4A0%
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'l l. Borrowings - continued

Bonds outstanding
Proce€ds

Gross amount of bond issue costs

Amortisation of gross amount of bond issue costs:
At 1 January
Amortisation charge for the period

Accumulated amortisation at end of period

Unamortised bond issue costs

Amortised cost and closing carrying amount

2019 201A
€€

12,000,000 12,000,000

291,759 291,759

45,267
32,661

53,272
31,995

'117,924 85,267

173,831 206,492

11,826,169'11,793,508

On 5 December 2014, the Company issued a Prospectus for the issue of a 6,000,000 Bond having
a nominal value of €i each. The Bond was issued in two tranches of €3,OOO,OOO each. The first
tranche was issued on 22 December 20'14, and was fully subscibed, white the second tranche was
issued on 24 December 2015, and was also fully subscfbed. The Company's bonds are included
on the official list of the Malta Stock Exchange. The first tranche was admitted to trading in 2014
and is redeemable at par on 30 December 2021. The second tranche was admitted to trading with
effect from 29 December 2015 and is redeemabte at par on 30 oecember 202F.

lnterest on the bonds issued as part of the first tranche is payable every six months ia arrears, on
30 June and 30 December of each year. The first paymeit \ias made;n 30 June 2015. The net
proceeds have been used to acquire the Zebbug, St. Julian's and Gudja Central Business Centres,
to finance the demolition and excavation works of the St. Julian's Central Business Cenke as well
as to finish works on the Gudja Central Business Centre.

lnterest on the bonds issued as part of the second tranche is payable annually in arears, on 30
June and 30 December of each year. The first payment was made on 30 June 2016. The net
proceeds shall be used for the development and construction of the St. Julian,s Central Business
Centre

On 7 July 2017, the Company issued a Prospectus for the issue of a IO,OOO,OOO Bond havjng a
nominal value of €1 each. The Bond was issued in two tranches, the first tranche amounting to
€6,000,000 was issued on 12 June 2017, and was futly subscribed, whib the second trancha of
€4,000,000 was not issued.

lnterest on the bonds issued as part ofthe first tranche is payable annually in arrears on 30 June of
each year, the first payment was made on 30 June 2018. The net proceeds were utilised to acquire
the new Zebbug site.

The bonds constitute the general, direct, unconditional, unsecured, unsubordinated obligations of
the Company, and rank equally without any priority or preference with all other present and future
unsecured and unsubordinated obligations ofthe Company.
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ll, Borrowings - continued

Net debt reconciliation
Cash and cash equivalents (Note 7)
Borrowings at fixed rates -repayable after one year

Net Liability

At beginning of year
Deferred taxes on temporary differences arising on
prqvisions for impairment oftrade receivables (Note 6)

At end of year

All the amounts disclosed in the table above are recognised in
income.

20r9
€

2018

131,653 154,953
(594,000) (594,000)

(462,347't (439,047)

2019
€

2018
€

Bonowings as at 1 January 20'18
Amortisation of bond issue costs

Borrowings as at 31 December 2018 1'1,826,169 11,793,508

12. Deterred taxation

Deferred taxes are calculated on temporary differences under the liability method and are
measured at the tax rates that are expected to apply to the pedod when the asset is realised or the
liability is settled based on tax rates (and tax laws) that have been enacted by the end of the
reporting period. The principal tax rate used is 3570, with the exception of deferred taxation on the
fair valuation of non-depreciable properq which is computed on the basis applicable to disposals of
immovable property i.e. tax effect of 10%o ofthe transfer value.

The movement on the deferred tax account is as follows:

11,793,5OA 11,761,513
32,661 31,995

201 9
€

(738,64'r)

2018
€

(739,802)

1,'161

(738,641) (738,641)

the statement of comprehensive

The balance at 3'1 December represents:

Temporary differences adsing on prcvisions for impairment of
tEde receivables

2019 2018
€€

- 3,319

- 3,319

The recognised deferred tax assets and liabilities are expected to be recovered or settled principally
aftea more than twelve monfhs
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13. Trade and other payables

Trade payables
Bond interest payable (Note 11)
Deferred income
Accrued expenses

2019
€

1M,213
133,295

7,000

2018
€

116,089
128,745
109,680
12,750

284,508 367,264

14. Revenue

Revenue relates to the lease of office and car spaces in the Zebbug Central Business Centre, the
Gudja Central Business Centre as well as part of the St Julian,s Centrat Business Centre. V$en
works on the. St. Julian's Central Business Centre and the adjacent villa, as well as the new site in
Zebbug, are complete, rental income will be generated on the basis of contracts finalised with
lenants.

Expenses by nature15.

2019
€

2018

63,187
57,609
50,000
10,480
7,621
3,3'19

68,617

Professional fees
Administration and management fees
Rent expense
lnsurance
Depreciation charge
lncrease provision for impairment of trade receivables
Other expenses

76,850
40,497
50,000
1't,269
22,462

18,703

219,741 260,833

Auditor's fees

Fees charged by the auditor for services rendered during the
2019 and 2018 relate to the following:

Annualstatutory audit
Tax compliance and other seryices

financial year ended 3l

201S
€

6,350
1,750

December

2018
€

6,350
1,750

8,100 8,'100

16. Finance income

201 9
€

144

2418
€

1,'106Bank interest received
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'17, Finance costs

lnterest payable on bonds
Amortisation of bond issue costs (Note 1 1 )

Finance costs capitalised within investment property (Note 4)

18, Direclorsemoluments

Current taxation:
Curent tax expense
Defered tax (credit)/charge (Note 12)

Profiv(loss) before tax

Tax at 35%

Tax effect of:
Rent maintenance allowances
Rental income subject to tax
Expenses not deductible for tax purposes

The above fees were paid to five non-executive directors, whereas, the CEO received payments
amounting to €30,000 (2018t €30,000). Ihese costs are presented as part of professional fees in
note 15. The Directors do not receive any form of monetary or non-monetary perks or benefits.

19. Tax expense

2019
€

t6't,929

2019
€

s94,000
32,66t

2018

59/.,627
3'1,995

626,661
(417,5421

626,622
(464,907)

209,'t 19 161,715

2019
€

12,000

2018
€

11,000

2018
€

54,449
(1,161)

161,929 53,288

The tax on the Company's (loss/profit before tax differs from the theoretical amount that would
arise using the basic tax rate as followsi

2019
€

657,105

2018
€

(65,432)

229,987 (22,901)

(3,500) (26,827)
1197,1721
132,614 103,016

53,288't61,929
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20. Earnlngs per share

Earnings per share is calculated by dividing the loss attributable to owners of the Company by the
weighted average n umber of ord inary shares in issue during the period.

20't9

495,176
250,000

1.98

2018
€

\118,720)
250,000

(0.47\

ProfiU(loss) for the year
Weighted average number ofordinary shares in issue
Earnings per share

21. Cash generated from opontions

Reconciliaton of operating profit to cash generated from operations:

Operating profit

Adjustments for:
Provision for impairment of trade receivables
Depreciation charge for the year

Changes in working capital:
Trade and other receivables
Trade and other payables

Cash generated from operations

2019
€

866,080

22,462

55,054
(218,010)

2018

s5,177

3,319
7,621

(31,421)
98,882

725,586 173,578

22. Rolated party transactions

The companies forming part ofthe SMW Cortis Limited Group are considered by the directors to be
related parties as these companies are under a common directorship of Mr. Joseph Cortis. All
members ofthe Cortis family are deemed to be related parties.

The following transactions were carried out with related parties:

Subordinated loans
AdministIation and management fees paid
Professionalfees

2019 2018
€€
- 250,000

(83,7271 (57,609)
(42,000) (41,000)

23. Contingentliabilities

As at 3l December 2019, the Company was involved in one ongoing legal chim amounting to less
than €i00,000 which is being repudiated. The Board of Directors, based on legal advice obtained,
does not expect any financial losses to be incuned ftom such claims.

a
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24. Events afterthe ond of the reporting period

Since early 2020, the COVID-19 outbreak across the world has caused disruption to business and
economic activity and may ultimately impact the Company's tuture performance and asset values.
The scale and duration of these developments remain uncertain but could impact the Company's
earnings, cash flow and financial position. Although, to date, the Company has not seen a material
impact on ,ts operations due to this crisis, COVID-Ig could lead to reduced rental streams and
therefore reduced future revenues and future cash flows. The directors have assessed the
reseryes and financing available to the Company and are confident that these are adequate to
support the Company in the foreseeable future.

Given the inherent uncertainties, it is not practicable at this time to determine the impact of COVID-
19 on the Company or to provide a quantitative estimate of this impact_ Notwithstanding this, the
directorc support the preparation of the financial statements on a going concern basis and are
confident that the Company is able to operate within the next twelve months.

25. Statutoryinformation

Central Business Centres p.l.c. is a limited liability company and is incorporated in Matta.

26. Comparativeinformaiion

Comparative figures disclosed in the main components of these financial statements have been
reclassified to conform with the current year's disclosuae format for the purpose of compliance with
requirements ofthe Maltese Companies Act (Cap. 386).
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