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The directors present the annual report together with the audited financial statements of the Company for the 

year ended 31 December 2022. 

Principal Activities 
 

The Company’s principal activity is to carry on the business of a finance company, principally by advancing 

capital raised to its parent company, FES Projects Ltd (‘the parent’), when and as required.  

 

Performance Review 

 

During the year, the Company generated finance income amounting to €293,516 (2021: €262,016) from loan 

advanced to parent company and fellow subsidiary. Interest expense on bonds amounted to €250,000 (2021: 

€250,000) and on third party loan amounted to €31,500. The Company’s profit before taxation amounted to 

€3,806 (2021: €3,628). After accounting for taxation, the profit for the year amounted to €2,474 (2021: €2,358). 

 

Position Review 

 

The Company’s asset base as at 31 December 2022 amounted to €6,411,570 (2021: €5,312,273). The key assets 

consist of loan receivable from the parent amounting to €5,446,104 (2021: €5,080,026). 

 

The Company’s main liabilities consist of €5,000,000 5% Secured Bonds 2029 and €1,000,000 3.15% third party 

loan. 

 

Dividends and Reserves 
 

The retained earnings of the Company at the end of the year amounted to €6,970 (2021: €4,496). The directors 

do not recommend the distribution of a dividend and propose to transfer the profit for the year to reserves. 

 

Financial Risk Management 

 

The Company’s activities expose it to a variety of financial risks, including credit risk and liquidity risk. These 

are further analysed in Note 20 to these financial statements. 

 

Events Subsequent to the Statement of Financial Position Date 
 

The directors assessed subsequent events from 1 January 2023 through 14 April 2023, the date these financial 

statements were approved. Through such assessment, the directors have determined that there were no particular 

important events affecting the Company which occurred subsequent to the statement of financial position date. 
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Future Developments 

 

The directors intend to continue to operate in line with the current business plan. 

 

Directors 
 

Dr. Ruben Debono (Executive and Chairman) 

Mr. Christopher Vella (Executive) 

Mr. Alex Tanti (Non-Executive)  

Mr. David Woodward (Non-Executive) (appointed on 1 January 2022) 

 

The Board meets on a regular basis to discuss performance, position and other matters. The Company’s Articles 

of Association do not require any director to retire. 

 

Statement of Directors’ Responsibilities   

 

The Maltese Companies Act, (Cap 386) requires the directors to prepare financial statements for each financial 

period which give a true and fair view of the state of affairs of the Company at the end of the financial period 

and of the profit or loss of the Company for that period.   

 

In preparing the financial statements, the directors are required to: - 

 

· ensure that the financial statements have been drawn up in accordance with International Financial Reporting 

Standards as adopted by the EU;  

· select suitable accounting policies and apply them consistently; 

· make judgements and estimates that are reasonable in the circumstances; 

· adopt the going concern basis, unless it is inappropriate to presume that the company will continue in 

business as a going concern. 

 

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy, at 

any time, the financial position of the Company and to enable the directors to ensure that the financial statements 
have been properly prepared in accordance with the Maltese Companies Act, (Cap 386). The directors are also 

responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention 

and detection of fraud and other irregularities. 
 

Auditors 

 

The auditors, Horwath Malta, have expressed their willingness to remain in office and a resolution proposing 

their reappointment will be put before the members at the annual general meeting.  

 

Additional disclosures 

 

Going Concern  
 

After making enquiries and taking into consideration future plans, as explained in Note 2, the directors have a 

reasonable expectation that the Company has adequate resources to continue in operating existence for the 

foreseeable future. For this reason, the directors continue to adopt the going concern basis in preparing financial 
statements. 
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Additional disclosures (continued) 

 

Principal risks and uncertainties associated with the Company 

 

The Company’s main objective is that of a finance company for the FES Group consisting of FES Projects Ltd, 

FES Operations Limited (fellow subsidiary) and Contractors Only Limited (fellow subsidiary). The Company is 

dependant on the receipt of income from the parent and fellow subsidiary in relation to proceeds which it has 

advanced in the form of a loan. The parent and the Company are currently materially dependent on the ability of 

Contractors Only Limited to operate profitably the turnkey business. The turnkey projects provided to third 

parties, both public and private generate cash flows and profits which are more consistent and are not dependant 

on the strength of the tourism industry. Therefore, the directors are of the view that the amount receivable from 

the parent by the Company is recoverable. 

 

Furthermore, the parent owns the Euro Guest House boutique hotel which was closed in 2021 in preparation for 

the development works as combined with the disruptions brought by the COVID-19 pandemic. The Euro Guest 

House boutique hotel will be developed together with other major adjoining properties to form an independent 

retirement living and hospitality accommodation. The permit for this development was granted in November 

2022 (PA/09429/19). Consequently, management has been focusing its effort on the constitution and 

development of Euro Guesthouse as well as the turnkey projects which have been awarded to Contractors Only 

Limited.  

 

Management and the board of directors remain confident that the Company will remain operating as a going 

concern and will continue to honour liabilities as and when they fall due. 

 

Share Capital Structure  

 

The Company’s authorised and issued share capital is €50,000 divided into 50,000 Ordinary Shares of €1 each.  

 

The share capital consists of 49,998 Ordinary ‘A’ Shares and 2 Ordinary ‘B’ Shares. Ordinary ‘A’ grant one 

voting right for every share held and are participating shares entitled to receive dividend distribution. Ordinary 

‘B’ shares have no voting rights except for the purpose of participating in the appointment or election of directors. 

Ordinary ‘B’ shares are not entitled to receive any dividend distributions.   

 

Holdings in excess of 5% of Share Capital 

 

On the basis of information available to the Company, as at 31 December 2022, FES Projects Ltd held 49,998 

shares in the Company which is equivalent to 99.996% of its total issued share capital. 

 

There are no arrangements in place as at 31 December 2022, the operation of which may at a subsequent date 

result in a change in control of the Company.  

 

Appointment and removal of directors 

 

Appointment of directors shall be made at the Annual General Meeting of the Company. The directors shall 

hold office for a period of one year and are eligible for re-election. An election of the directors shall take place 

every year at the Annual General Meeting of the Company. Any vacancy among the directors may be filled by 

the co-option of another person to fill such vacancy. Such co-option shall be made by the board of directors. 

Any vacancy among the directors filled as aforesaid, shall be valid until the conclusion of the next Annual 

General Meeting, wherein such person shall be eligible for re-election.
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The Code adopted by the Company 

 

FES Finance p.l.c. (the ‘Company’) supports the Prospects MTF Rules in their entirety and the stipulations of 

the said rules in relation to dealing restrictions. 

 

The Company also supports The Code of Principles of Good Corporate Governance annexed to the Capital 

Markets Rules (the ‘Code’). The Company is required by the Prospects MTF Rules to include, in the Annual 

Report, a Directors’ Statement of Compliance which deals with the extent to which the Company has adopted 

the Code and the effective measures that the Company has taken to ensure compliance with the Code, 

accompanied by a report of the auditor. 

 

Compliance with the Code 

 

The Board of Directors (the ‘Board’) of the Company believe in the adoption of the Code and has endorsed them 

except where the size and/or particular circumstances of the Company are deemed by the Board not to warrant 

the implementation of specific recommendation. The Company has issued Bonds to the public and has no 

employees, accordingly some of the provisions are not applicable whilst others are applicable to a limited extent. 

 

The Board 

 

The Board sets the strategy and direction of the Company and retains direct responsibility for appraising and 

monitoring the Company’s financial statements and annual report. The activities of the Board are exercised in a 

manner designed to ensure that it can effectively supervise the operations of the Company so as to protect the 

interests of Bondholders, amongst other stakeholders. The Board is also responsible for making relevant public 

announcements and for the Company’s compliance with its continuing obligations in terms of the Prospects 

MTF Rules.  

 

Chairperson and Chief Executive Officer 

 

Due to the size structure of the Company and the nature of its operations, the Company does not employ a Chief 

Executive Officer (CEO). This function is undertaken by the Executive Directors.  

 

The day to day running of the business is vested with the Executive Directors of the Company.  

 

The Chairman is responsible to lead the Board and set its agenda.  

 

Board Composition 

 

As at 31 December 2022, the Board consists of two executive directors and two non-executive independent 

directors as follows: 

Mr. Christopher Vella – Executive Director 

Dr. Ruben Debono – Executive Director and Chairman 

Mr. Alex Tanti – Independent, Non-Executive Director  

Mr. David Woodward – Independent, Non-Executive Director (appointed 1 January 2022) 

 

All directors shall hold office from the general meeting at which they are elected until the next annual general 

meeting. All retiring directors are eligible for re-election.  

 

 



FES FINANCE P.L.C.   Page 6 

Corporate Governance – Statement of Compliance 

31 December 2022 

 

  

 

 

 

 

Internal Control 

 

The Board is responsible for the internal control system of the Company and for reviewing its effectiveness. The 

internal control system is designed to achieve business objectives and to manage the risk of failure to achieve 

business objectives and can only provide reasonable assurance against material error, losses and fraud. 

 

Systems and procedures are in place to control, monitor, report and assess risks and their financial implications. 

Management accounts, budgets and strategic plans are prepared on a regular basis and are presented to the Board 

to monitor the performance of the Company on an on-going basis. 

 

Attendance at Board Meetings  

 

Directors meet regularly to review the financial performance of the Company and the system of internal control 

processes.  Board members are notified of meetings by the Company Secretary with the issue of an agenda, 

which is circulated in advance of the meeting. All directors are entitled to seek independent professional advise 

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

 

The Board met formally 7 times during the year under review. All members of the Board attended the meetings 

held during the period under review.  

 

Committees 

 

The Board does not consider it necessary to appoint a committee to carry out performance evaluation of its role, 

as the Board’s performance is always under the scrutiny of the shareholders of the Company.  

 

The Board considers that the size and operation of the Company does not warrant the setting up of nomination 

and remuneration committees. Appointments to the Board are determined by the shareholders of the Company 

in accordance with the Memorandum and Articles of Association. The Company considers that the members of 

the Board possess level of skill, knowledge and experiences expected in terms of the Code.  

 

Audit Committee 

 

The terms of reference of the Audit Committee consists of supporting the Board in their responsibilities in 

dealing with issues of risks, control and governance and associated assurance.  

 

The Board set formal rules of engagement and terms of reference of the Audit Committee that establish its 

composition, role and function, the parameter of its remit and the basis for the processes that it is required to 

comply with. The Audit Committee is a sub-committee of the respective board and is directly responsible and 

accountable to the respective board. The Board reserves the right to change the Committee’s terms of reference 

from time to time.    

 

The Audit Committee has the role to deal with and advise the Board on; 

- the monitoring over the financial reporting processes, financial policies, internal control structures and 

audit of annual financial statements  

- the monitoring of the performance of the entity borrowing funds from the Company 

- maintaining communication on such matters between the board, management and independent auditors 

- facilitating the independence of the external audit process and addressing issues arising from the audit 

process and; 

- preserving the company’s assets by understanding the company’s risk environment and determining 
how to deal with such risks.  
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Audit Committee (continued) 

 

The Audit Committee also has the role and function of considering and evaluating the arm’s length nature of 

proposed transactions to be entered into by the Company and a related party. 

 

The Members of the Audit Committee 

 

As at 31 December 2022 the Audit Committee is composed of: 

 

Mr. Alex Tanti (Chairman of the Audit Committee) 

Mr. Christopher Vella 

Mr. David Woodward (appointed 1 January 2022) 

 

Mr. Alex Tanti and Mr. David Woodward act as independent, non-executive members of the Committee. The 

Audit Committee is chaired by Mr. Alex Tanti, whilst Mr. David Woodward and Mr. Christopher Vella act as 

members. In compliance with the Prospects MTF Rules, Mr. Alex Tanti is the independent, non-executive 

director, who is competent in accounting and/or auditing matters. The Company believes that the members of 

the Audit Committee have the necessary experiences, independence and standing to hold office as members 

thereof. 

 

As stipulated in the terms of reference of the Audit Committee, the Chairman shall have a casting vote in the 

case of deadlock.  

 

The Directors believe that the current set-up is sufficient to enable to Company to fulfil the objective of the 

Prospects MTF Rules’ terms of reference in this regard.  

 

The Audit Committee met 5 times during the year under review.  

 

Remuneration Statement 

 

Pursuant to the Company’s Articles of Association, the maximum aggregate emoluments that may be paid to 

directors are approved by the shareholder in a general meeting. Remuneration of directors totalled €24,000 

during the year under review.  

 

The remuneration of directors is a fixed amount per annum and does not include any variable component relating 

to profit sharing, share options or pension benefits.  

 

None of the directors is employed or has a service contract with the Company.  

 

Relations with bondholders and the market 

 

The Company publishes annual financial statements, and when required, company announcements. The Board 

feels these provide the market with adequate information about its activities.  
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2022 2021

Notes € €

Finance income 6 293,516          262,016          

Finance costs 7 (291,750)        (260,250)        

Net interest income 1,766             1,766             

Administrative expenses (57,960)          (58,138)          

Other income 8 60,000           60,000           

Profit before income tax 9 3,806             3,628             

Income taxation 10 (1,332)            (1,270)            

PROFIT FOR THE YEAR 2,474             2,358             

TOTAL COMPREHENSIVE INCOME FOR THE YEAR 2,474             2,358             

Earnings per share (cents) 19 0.049c 0.047c

 
The accounting policies and explanatory notes on pages 18 to 32 form an integral part of these financial 

statements. 
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€ € €

Balance as at 1 January 2021 50,000           2,138             52,138           

Total comprehensive income for the year

Profit for the year -                 2,358             2,358             

Total comprehensive income for the year -                 2,358             2,358             

Balance at 31 December 2021 50,000           4,496             54,496           

Balance as at 1 January 2022 50,000           4,496             54,496           

Total comprehensive income for the year

Profit for the year -                 2,474             2,474             

Total comprehensive income for the year -                 2,474             2,474             

Balance as at 31 December 2022 50,000 6,970             56,970

Share Capital
Retained 

Earnings 
Total

The accounting policies and explanatory notes on pages 18 to 32 form an integral part of these financial 

statements. 
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2022 2021

Note € €

Operating Activities

Profit for the year before taxation 3,806             3,628             

Adjustment for:

Amortisation of bond issue costs 10,250           10,250           

Finance income (293,516)        (262,016)        

Finance costs 281,500          250,000          

Other income (60,000)          (60,000)          

(57,960)          (58,138)          

Working capital changes:

Movement in trade and other receivables (409,097)        (36,250)          

Movement in trade and other payables 85,241           74,423           

Cash used in operations (381,816)        (19,965)          

Interest received 250,000          250,000          

Interest paid (250,000)        (250,000)        

Net Cash used in Operating Activities (381,816)        (19,965)          

Financing Activities

Loan from third-party 1,000,000       -                 

Advances (to) / from fellow subsidiaries (530,767)        60                  

Advances (to) / from related company -                 2,500             

Net advances (to) / from parent company (87,562)          11,029           

Net Cash generated from / (used in) Financing Activities 381,671          13,589           

Movement in Cash and Cash Equivalents (145)               (6,376)            

Cash and cash equivalents at beginning of year 214                6,590             

Cash and Cash Equivalents at end of year 17 69                  214                

The accounting policies and explanatory notes on pages 18 to 32 form an integral part of these financial 

statements. 
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1.       General Information 
 

FES Finance p.l.c. (the “Company”) is a public limited liability company domiciled and incorporated in 

Malta. 

 

 

2. Basis of Preparation 
 

 Statement of compliance 

 

The financial statements have been prepared in accordance with the provisions of the Maltese Companies 

Act, (Cap 386) enacted in Malta, which require adherence to International Financial Reporting Standards 

as adopted by the EU (EU IFRSs).  

 

 Basis of measurement 

  

The financial statements are prepared on the historical cost basis.  

 

 Functional and presentation currency 

 

 The financial statements are presented in Euro, which is the Company’s functional currency. 

  

 Going concern 

 

The Company’s principal activity is to act as a finance company. The Company in itself does not have 

substantial assets and is a special purpose vehicle set up to raise finance for the business of the FES Group. 

The parent company, FES Projects Ltd was set up as the holding company of the Group, and is principally 

engaged in investing in, acquiring, holding and/or managing any land, building or other property for the 

purpose of deriving income therefrom. 

 

Furthermore, the parent owns the Euro Guest House boutique hotel which was closed in 2021 in 

preparation for the development works as combined with the disruptions brought by the COVID-19 

pandemic. The Euro Guest House boutique hotel will be developed together with other major adjoining 

properties to form an independent retirement living and hospitality accommodation. The permit for this 

development was granted in November 2022 (PA/09429/19). Consequently, management has been 

focusing its effort on the constitution and development of Euro Guesthouse as well as the turnkey projects 

which have been awarded to Contractors Only Limited. 

 

The board of directors continually monitors the operations of the FES Group, and is satisfied that through 

this diversification, the FES Group will generate sufficient profitability to meet its payment obligations to 

the Company, such that the Company continues to meet its obligation with its bondholders. Therefore, the 

directors believe that it remains appropriate to prepare these financial statements on a going concern basis. 
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2. Basis of Preparation (continued) 

 
 Use of estimates and judgements 

 

The preparation of financial statements in conformity with EU IFRSs, requires the use of certain 

accounting estimates. It also requires management to exercise its judgement in the process of applying 

the Company’s accounting policies (refer to Note 5 – Critical accounting estimates and judgements).   

 

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 

estimates are recognised in the period in which the estimates are revised and in any future periods affected. 

 

3. Changes in Accounting Policies and Disclosures 

 
Standards, interpretations and amendments to published standards effective in 2022 

 

In 2022, the Company adopted amendments and interpretations to existing standards that are mandatory 

for the Company’s accounting period beginning on 1 January 2022. The adoption of these revisions to the 

requirements of IFRSs as adopted by the EU did not result in changes to the Company’s accounting 

policies impacting the Company’s financial performance and position. 

 

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

There were no new standards, amendments and interpretations to existing standards which are mandatory 

for accounting periods beginning after 1 January 2023 that were published by the date of authorisation 

for issue of this financial information and which could have a possible significant impact on the 

Company’s financial statements in the period of initial application. 

 

4. Significant Accounting Policies 
 

The principal accounting policies adopted in the preparation of these financial statements are set out 

below. These policies have been consistently applied to all the periods presented, unless otherwise stated.  

 
Finance income and finance costs 

 

Finance income and finance costs are recognised in profit or loss for all interest-bearing instruments on a 
time-proportionate basis using the effective interest method. Finance costs include the effect of amortising 

any difference between net proceeds and redemption value in respect of the Company’s borrowings. 

Finance income and costs are recognised as they accrue, unless collectability is in doubt. 
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4. Significant Accounting Policies (continued) 
 

Income taxation  

 
Income tax expense comprises current and deferred tax. Current tax and deferred tax are recognised in 

the statement of comprehensive income except to the extent that it relates to a business combination, or 

items recognised directly in equity or in other comprehensive income.  

 

Current tax is the expected tax payable or receivable on the taxable income or loss for the period, using 

tax rates enacted or substantively enacted at the reporting date, and any adjustment to tax payable in 

respect of previous years.  

 

Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets and 

liabilities for financial reporting purposes and the amounts used for taxation purposes.  

 

Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when 

they reverse, based on the laws that have been enacted or substantively enacted by the reporting date. 

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax 

liabilities and assets, and they relate to income taxes levied by the same tax authority on the same taxable 

entity, or on different tax entities, but they intend to settle current tax liabilities and assets on a net basis 

or their tax assets and liabilities will be realised simultaneously.  

 

A deferred tax asset is recognised for unused tax losses, tax credits and deductible temporary differences, 

to the extent that it is probable that future taxable profits will be available against which they can be 

utilised. Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no 

longer probable that the related tax benefit will be realised.  

 

Earnings per share  

 

The Company presents basic earnings per share (EPS) data for its ordinary shares. Basic EPS is calculated 

by dividing the profit or loss attributable to ordinary shareholders of the Company by the weighted 

average number of ordinary shares outstanding during the period. 

 

Financial instruments  

 

Recognition and measurement 

 

Financial assets and financial liabilities are initially recognised when the Company becomes a party to 

the contractual provision of the instrument.  

 

A financial asset (unless it is a trade receivable without a significant component) or financial liability is 

initially measured at fair value plus, for an item not at fair value through profit and loss (FVTPL), 

transaction costs that are directly attributable to its acquisition or issue. A trade receivable without a 

significant component is measured at transaction price. 
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4. Significant Accounting Policies (continued) 
 

Financial instruments (continued)  

 

Classification and subsequent measurement 

 

i.   Financial assets 

 

On initial recognition, a financial asset is classified as measured at: amortised cost, fair value through 

other comprehensive income (FVOCI) (debt investment) , FVOCI (equity instrument) or FVTPL. 

 

Financial assets are not reclassified subsequent to their initial recognition unless the Company changes 

its business model for managing financial assets, in which case all affected financial assets are reclassified 

on the first day of the first reporting period following the change in the business model.  

 

A financial asset is measured at amortised cost if it meets both the following conditions and is not 

designated as FVTPL: 

 

· it is held within a business model whose objective is achieved both by collecting contractual cash 

flows and; 

· its contractual terms give rise on specified dates to cash flows that are solely payments of principal 

and interest (SPPI) on the principal amount outstanding. 

 

A financial asset is measured at FVOCI if it meets both the following conditions and is not designated at 

FVTPL: 

 

· it is held within a business model whose objective is achieved by collecting contractual cash flows 

and selling financial assets and; 

· its contractual terms give rise on specified dates to cash flows that are solely payments of principal 

and interest on the principal amount outstanding.  
 

On initial recognition of an equity investment that is not held for trading the Company may irrevocably 

elect to present subsequent changes in the investment’s fair value in OCI. This election is made on an 

investment by investment basis.  

 

All financial assets not classified as measured at amortised cost or FVOCI are measured at FVTPL. On 

initial recognition the Company may irrevocably designate a financial asset that otherwise meets the 

requirements to be measured at amortised cost or at FVOCI as at FVTPL, if doing so eliminates or 

significantly reduce an accounting mismatch that would otherwise arise.  
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4. Significant Accounting Policies (continued) 
 

Financial instruments (continued) 

 

Classification and subsequent measurement (continued) 

 

i.   Financial assets (continued) 

  

Business model assessment 

 

The Company makes an assessment of the objective of the business model in which a financial asset is 

held because this best reflects the way the business is managed, and information is provided to 

management. The information considered includes; 

 

· history of the Company’s bad debts  

· liquidity position of inter-companies  

 

 Assessment whether contractual cashflows are SPPI 

 

For the purpose of this assessment, ‘principal’ is defined as the fair value of the financial assets on initial 

recognition. ‘Interest’ is defined as consideration for the time value of money and for credit risk associated 

with the principal amount outstanding during a particular period of time.  

 

In assessing whether the contractual cash flows are SPPI, the Company considers the contractual terms of 

the instrument. This includes assessing whether the financial asset contains a contractual term that could 

change the timing or amount of contractual cash flows such that it would not meet this condition. 

 

 Subsequent measurement  

 

Financial assets at amortised cost are subsequently measured at amortised cost using the effective interest 

method. The amortised cost is reduced by impairment losses. Interest income, foreign exchange gains and 

losses and impairment are recognised through profit and loss. Any gain or loss on derecognition is 

recognised in profit or loss. 

 

ii. Financial liabilities  

 

Financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability is 

classified as at FVTPL if it is classified as held-for-trading, it is a derivative or it is designated as such on 

initial recognition. Financial liabilities at FVTPL are measured at fair value and net gains and losses, 

including any interest expenses, are recognised in profit or loss.  

 

Other financial liabilities are subsequently measured at amortised cost using the effective interest method. 

Interest expense and foreign exchange gains and losses are recognised in profit or loss. Any gain or loss 

on derecognition is also recognised in profit or loss. 
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4. Significant Accounting Policies (continued) 
 

Financial instruments (continued) 

 

Derecognition 

 

The Company derecognises a financial asset when the contractual rights to the cash flows from the 

financial asset expire, or it transfer the right to receive the contractual cash flows in a transaction in which 

substantially all of the risks and rewards of ownership of the financial asset are transferred or in which the 

Company neither transfers nor retains substantially all of the risks and rewards of ownership and it does 

not retain control of the financial asset.  

 

The Company derecognises a financial liability when its contractual obligations are discharged or 

cancelled, or expire. The Company also derecognises a financial liability when its terms are modified and 

the cash flows of the modified liability are substantially different, in which case a new financial liability 

based on the modified terms is recognised at fair value.  

 

On derecognition of a financial liability, the difference between the carrying amount extinguished and the 

consideration paid (including any non-cash assets transferred or liabilities assumed) is recognised in profit 

or loss.  

 

Offsetting 

  

Financial assets and financial liabilities are offset and the net amount presented in the statement of 

financial position when, and only when, the Company currently has legally enforceable right to set off the 

amounts and it intends either to settle them on a net basis or to realise the asset and settle the liability 

simultaneously. 

 

 Impairment 

 
 

 

The Company assesses on a forward-looking basis, the expected credit losses associated with its debt 

instruments carried at amortised cost. The impairment methodology applied depends on whether there has 

been a significant increase in credit risk. 
 

For trade receivables the Company applies the simplified approach to measuring expected credit losses as 

permitted by IFRS 9, which requires expected lifetime losses to be recognised from initial recognition. In 

measuring the expected credit losses on trade receivables, the expected loss rate, the payment profile of 

sales over a period of time before reporting date and the historical credit losses experience within this 

period are considered. The historical loss rates are adjusted to reflect current and forward-looking 

information to trade receivables and the environment in which they operate.  

 

For related party balances, the Company assesses the credit quality of the related companies by taking into 

account the financial position, performance and other factors. In measuring expected credit losses on these 

balances, management takes into account, when available, the agreements in place and adherence to the 

applicable agreements.  
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4. Significant Accounting Policies (continued) 
 

Cash and cash equivalents 

 

Cash comprises demand deposits. Cash equivalents are short-term investments that are held to meet short-

term cash commitments rather than for investment or other purposes.  

 

Share capital  

 

Ordinary shares  

 

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary 

shares and share options are recognised as a deduction from equity, net of any tax effects.  

 

Dividend distribution 

 

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. 

 

5. Critical Accounting Estimates and Judgements 
 

Estimates and judgements are continually evaluated and based on historical experience and other factors 

including expectations of future events that are believed to be reasonable under the circumstances. 

 

In the opinion of the directors, the accounting estimates and judgements made in the course of preparing 

these financial statements are not difficult, subjective or complex to a degree which would warrant their 

description as critical in terms of the requirements of IAS 1 (revised).  

 

6. Finance Income 

 

2022 2021

€ €

262,016          262,016          

Interest receivable on amounts due from fellow subsidiary 31,500           -                 

293,516          262,016          

Interest receivable on long term loan due 

from parent company
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7. Finance Costs  
 

2022 2021

€ €

Interest payable on bond 250,000          250,000          

Interest payable on long term third party loan 31,500           -                 

Amortisation of bond issue costs 10,250           10,250           

291,750          260,250          

 
 

8. Other Income 

 

2022 2021

€ €

60,000           60,000           Management fee

 
9. Profit before Income Tax 
 

 This is stated after charging the following: 

 

2022 2021

€ €

Directors' remuneration 24,000           24,000           

Amortisation of bond issue costs 10,250           10,250           

 

The total remuneration paid to the Company’s auditors during the period amounts to: 
 
 

2022 2021

€ €

Annual statutory audit fees 2,835             2,700             

Other non-audit services 300                300                

 



FES FINANCE P.L.C.  Page 26 

Notes to the Financial Statements 

For the year ended 31 December 2022 

 

  

 

 

 

 

10. Income Taxation 

 

2022 2021

€ €

Current tax expense 1,332             1,270             

1,332             1,270             

The tax charge and the result of accounting profit multiplied by the statutory income tax rate are reconciled 

as follows: 

 

2022 2021

€ €

Profit before taxation 3,806                 3,628                 

Tax at the applicable statutory rate of 35% 1,332                 1,270                 

 
 

11. Loan Receivable 

 

2022 2021

€ €

Non- current

Loan receivable from parent company 5,184,090          4,818,012          

Loan receivable relates to the transfer of funds to parent company, generated by the Company from the   

issue of bonds.  

 

To this respect a loan facility amounting to €4,897,500 is made available to the parent company, which is 

unsecured, carries interest at 5.35% per annum and is repayable in full by not later than 31 December 

2028.          Any other balances receivable from parent company are unsecured, interest free and have no fixed 

date of repayment but are not envisaged to be paid within the next twelve months. 

 

At 31 December 2022 and 31 December 2021, this financial asset was fully performing and as such does 

not contain impaired assets. 
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11. Loan Receivable (continued) 
 

 Maturity of loan receivable: 
 

 

2022 2021

€ €

Within 2 and 5 years 2,000,000          1,500,000          

Over 5 years 3,184,090          3,318,012          

5,184,090          4,818,012          

 
 

 

 

 

 

 

 

 

 

12.  Trade and Other Receivables 

 

2022 2021

€ €

Amounts due from fellow subsidiaries 788,812             166,545             

Amounts due from related company 101,600             1,500                 

Accrued income 262,016             262,016             

Prepaid expenses 45,134               44,946               

Indirect tax refundable 29,849               19,040               

1,227,411          494,047             

 
A loan facility amounting to €1,000,000 is made available to a fellow subsidiary, which is unsecured, 
carries interest at 3.15% per annum and does not have a fixed date for repayment. Any other balances 

receivable from the fellow subsidiary are unsecured, interest free and repayable on demand. 

 

Amounts due from other fellow subsidiary and related company are unsecured, interest free and repayable 

on demand. As at 31 December 2022 and 31 December 2021, these amounts were fully performing and 

hence do not contain impaired assets. 

 

 

13. Share Capital 

 

2022 2021

€ €

Authorised, Issued and Fully Paid Up

49,998 Ordinary 'A' shares of €1 each 49,998           49,998           

2 Ordinary 'B' share of €1 each 2                    2                    

50,000           50,000           
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14. Retained Earnings 
 

This represents accumulated profits. During the year under review, no dividends were paid out of  retained 

earnings. 

 

15. Interest-bearing Borrowings 

 

2022 2021

€ €

Non-current

5,000,000 5% Secured Bonds 2029 (Note i) 4,936,365       4,926,115       

Loan from third-party (Note ii) 1,000,000       -                 

5,936,365       4,926,115       

    
 

(i) 5,000,000 5% Secured Bonds 2029 

 

2022 2021

€ €

Bonds outstanding (face value) 5,000,000       5,000,000       

Gross amount of bond issue costs (102,500)        (102,500)        

Amortisation of gross amount of bond issue costs:

Amortised bond issue costs brought forward 28,615           18,365           

Amortisation charge for the period 10,250           10,250           

Unamortised bond issue costs (63,635)          (73,885)          

Amortised cost and closing carrying amount 4,936,365       4,926,115       

 
Interest 

Interest on the 5% Secured Bonds 2029 is payable annually in arrears, on 18 March of each year.  

 

Security 

The bonds constitute the general, direct, and unconditional obligations of the Company,                       

guaranteed by FES Projects Ltd, and shall at all times rank pari passu, without any priority or preference 

among themselves. 

 

The secured bonds shall rank with priority or preference with respect to the Security Property, save for 

such exceptions as may be provided by application law.  The payment of the principal under the bonds 
and one year interest thereon is secured by a first special hypothec over the Security Property which FES 

Projects Ltd has agreed to constitute in favour of the Security Trustee for the benefit of Bondholders. 
Also, the secured bonds are guaranteed, in respect of both the interest and the principal amount due by 

FES Projects Ltd. 
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15. Interest-bearing Borrowings 
 

(ii) Loan from third party 

 
The loan from third party is unsecured, carries an interest rate of 3.15% per annum and does not have a 

fixed date for repayment but it is not envisaged to be paid within the next twelve months. 

 
16. Trade and Other Payables 

 

2022 2021

€ €

Trade payables 113,576          84,201           

Accrued expenses 300,905          245,039          

414,481          329,240          

 
17. Cash and Cash Equivalents 

 
 Cash and cash equivalents included in the cash flow statement comprise the following balance sheet 

amounts: 

 

2022 2021

€ €

Cash at bank 17                  162                

Funds held on escrow by the Escrow Agent 52                  52                  

69                  214                

All proceeds from the bond issue are held by the Escrow Agent and released in accordance with the 

Escrow Agreement.  
 

 

18. Related Party Transactions 
 

Parties are considered to be related if one party has the ability to control the other party or exercise 

significant influence over the other party in making financial or operational decisions. 

 

The Company forms part of the FES Group. All companies forming part of the FES Group are related 

parties since these companies are ultimately owned by FES Projects Ltd which is considered by the 

directors to be the ultimate controlling party. The FES Group comprises FES Projects Ltd as the parent 

company and three subsidiaries, FES Finance p.l.c and Contractors Only Limited and FES Operations 
Limited. 
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18. Related Party Transactions (continued) 

 
Trading transactions between these companies include items which are normally encountered in a group 

context. The Group is ultimately owned by Mr. Christopher Vella and Dr. Ruben Debono, who are 

therefore considered to be related parties. The main related party with whom the transactions are entered 

is FES Projects Ltd, the guarantor of the borrowings (Note 11).  

 

The Company is a subsidiary of FES Projects Ltd who is the parent company. The registered address of 

the parent company is 19 – 25, Conservatory Street, Floriana. 
 

 

2022 2021

€ €

Income

Finance income from parent company 262,016          262,016          

Finance income from fellow subsidiary 31,500           -                 

Management fee charged to fellow subsidiary 60,000           60,000           

Expenditure

Recharges to parent company 16,500           -                 

Loans and Advances

Net advances to / (from) parent company 87,562           (11,029)          

Repayments by parent company -                 (250,000)        

Advances to / (from) fellow subsidiaries 530,767          (60)                 

Advances to / (from) related company 

owned by common shareholders -                 (2,500)            

  

A loan facility amounting to €4,897,500 is made available to the parent company, which is unsecured, 

carries interest at 5.35% per annum and is repayable in full by not later than 31 December 2028. Any 

other balances receivable from parent company are unsecured, interest free and have no fixed date of 

repayment but are not envisaged to be paid within the next twelve months. 

 

A loan facility amounting to €1,000,000 is made available to a fellow subsidiary, which is unsecured, 

carries interest at 3.15% per annum and does not have a fixed date for repayment. Any other balances 

receivable from the fellow subsidiary are unsecured, interest free and repayable on demand. 
 

Amounts due from other fellow subsidiary and related company are unsecured, interest free and repayable 

on demand. 

 

Key management personnel compensation, consisting of directors’ remuneration, has been disclosed in 

note 9 to the financial statements. 

 

Year end balances arising from related party transactions are disclosed in Notes 11 and 12 to the financial 

statements.  
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19. Earnings per Share 
 

Earnings per share is based on the profit after taxation attributable to the ordinary shareholders of the   

company divided by the weighted average number of ordinary shares in issue during the year. 

 

 

2022 2021

€ €

Net profit attributable to owners of the company 2,474             2,358             

Weighted average number of ordinary shares in issue (Note 13) 50,000           50,000           

Earnings per share (cents) 0.049c 0.047c

 
  

20. Financial Risk Management 

 
At the year end, the Company’s main financial assets comprised loan receivable from parent company 

and cash held at bank. At the year end the Company’s main financial liabilities consisted of borrowings 

and trade and other payables. 

 

The Company constitutes a financing special purpose vehicle whose bonds are matched by equivalent 

amounts due from, and guaranteed by, FES Projects Ltd (parent company). 

 

The Company’s principal risk exposures relate to credit risk and liquidity risk. The Company is not 

exposed to currency risk and the directors consider interest rate risk exposure to be minimal due to 

matching of interest costs on borrowings with finance income from its loans and receivables. 
 

Timing of Cash Flows 

 

The presentation of the above-mentioned financial assets and liabilities listed above under the current and 
non-current headings within the statement of financial position is intended to indicate the timing in which 

cash flows will arise. 
 

Credit Risk 

 

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

of loan receivable from parent company and cash at bank (Notes 11 and 17). The carrying amount of 

financial assets represents the maximum credit exposure.  

 

The Company’s cash at bank is placed with high quality financial institutions. The Company’s receivables 

consist mainly of loan receivable from parent and accordingly credit risk in this respect is limited.  
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20. Financial Risk Management (continued) 

 

Liquidity Risk 

 

The Company is exposed to liquidity risk in relation to meeting future obligations associated with its 

financial liabilities, which comprise principally interest-bearing borrowings and trade and other payables 

(refer to Notes 15 and 16). The Company is exposed to liquidity risk arising from its ability to satisfy 

liability commitments depending on cash inflow receivable in turn from FES Projects Ltd.  

 

Management monitors liquidity risk by means of cash flows forecasts on the basis of expected cash flows 

over a twelve-month period to ensure that no additional financing facilities are expected to be required 

over the coming year. This process is performed through a rigorous assessment of detailed cash flow 

projections of the parent company where matching of cash inflows and outflows arising from expected 

maturities of financial instruments are assessed on an annual basis.  

 

The carrying amounts of the Company’s assets and liabilities are analysed into relevant maturity 

groupings based on the remaining period at the end of the reporting period to the contractual maturity 

dates in the respective notes to the financial statements. 
 

Capital Management 

  

The Company’s bonds are guaranteed by FES Projects Ltd (parent company). Related finance costs are 

also guaranteed by the parent company. The capital management of the Company therefore consists of a 
process of regularly monitoring the financial position of the guarantor. 

 

Fair Values of Financial Instruments 

 

At 31 December 2022 and 31 December 2021, the carrying amounts of receivables and payables are 

assumed to approximate their fair values. The fair value of financial liabilities for disclosure purposes is 

estimated by discounting the future contracted cash flows at the current market interest rate that is 

available to the Company for similar financial instruments.  

 

As at end of the reporting period, the fair values of financial assets and liabilities, approximated the 

carrying amounts shown in the statement of financial position. 
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SCHEDULE 

 

 
1.  Administrative Expenses 
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2022 2021

€ €

Audit fee 2,835             2,700             

Directors' remuneration 24,000           24,000           

Professional fees 29,828           30,852           

Other expenses 1,297             586                

57,960           58,138           

 
 


